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Introduction

Most of the Hungarian businesses are small and medium enterprises (SMEs) which were
founded after the change of the regime in Hungary in 1989. The problem is that many of these
companies have grown in the last decades solely by the knowledge and personal connections of
their founder and owner, therefore, they lack the appropriate management knowledge. There is
an urgent need for them to change their management and use strategic management
methodologies so that to develop further. Strategic management consulting can help them to
achieve their goals.

The purpose of this paper is to highlight the strategic consulting management market in
Hungary. This issue is worth researching because many Eastern European countries are in a
similar economic situation where SMEs are facing much the same problems as in Hungary.

The object of the research is to analyze the Hungarian strategic consulting industry after a
brief introduction of strategic consulting as a service. It shows the state, market size and market
trends of the Hungarian strategic management consulting sector. There is not much information
available in this market niche. The research questions are the following:

e What is the market size of the Hungarian strategic management consulting market?
e What are the main trends in the Hungarian strategic management consulting market?

The article presents new data by comparing previous surveys and the author gives his own
calculation how to estimate size of the Hungarian strategic consulting market.

The main task of the research is to describe strategic management and separate it from
strategic planning as an outdated discipline. The literature review consists only of particular parts
of scientific literature which can serve as the basis for this research. Next to international
strategic management books, several books and articles on the Hungarian business consulting are
also reviewed. The paper addresses to activity of strategic consultants, pointing out the main
problems which they are coping with. In the main part of the research previously published data
is analyzed. Then, two research surveys of third-party are presented and analyzed in the view of
strategic consulting.

1. Planning and implementing strategies

Companies need strategies to cope with competition. A traditional method of strategic
creation is strategic planning which is planning of company goals under static or slowly
changing corporate environmental conditions (Barakonyi, 1999). Strategy can be divided into
functional strategies or geographical strategies (Bartek-Lesi et al.,, 2007). The external
environment changes are so sharp nowadays that the environment should be taken into
consideration as well. This evolved strategic planning into strategic management and it became
an important issue in the life of companies (Barakonyi, 2000). Strategic management is an art
and science of formulating, implementing and evaluating cross-functional decisions that enable
an organization to achieve its objectives. Because of this strategic management integrates

! Hoxmrorosnena na ocmose: Schmuck R. Analysis of the Hungarian Strategic Management Consulting Market //
Regional Formation & Development Studies. 2017. 22. P. 143-150.
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management and other functional areas of the company (David, 2013). A great strategy is a good
start for your business, but it does not mean that it is easy to follow and you will be competitive
just by using appropriate planning techniques. Implementing is also a very important issue but
unfortunately most companies struggle with implementation (Neilson et al., 2008). Strategic
management emphasizes long-term performance over short-term. Only 13 companies have
survived so far from the original Forbes 100 companies listed in 1917. To be able to succeed in
long-term companies have to adopt to new and changing market trends (Wheelen, Hunger,
2012).

Arnoldo Hax, Alfred P. Sloan, professor of management, states that ‘“Strategic
Management and Consulting deals centrally with these two issues: deciding what to do, which is
the heart of strategy formulation; and making it happen, which is the concern of strategy
implementation” (MIT, 2004).

A joint study by Renaissance Solutions, Inc., CFO magazine, and Business Intelligence
describes the critical factors to implement strategies (CFO, Business Intelligence, 1996). Most of
the companies are unable to implement their strategies. What can be the reasons? The above
mentioned article describes them in details:

« Awareness: 95% of the typical workforce does not understand the strategy.
« Financial resources: 60% of organizations do not link budgets to strategy.

» Governance: 44% of board directors cannot identify the key drivers of value in the
companies they govern.

+ Executive agenda: 85% of executive teams spend less than one hour per month discussing
strategy.

* Incentives; 70% of organizations do not link middle management incentives to strategy.

» People: 55% of human resources (HR) organizations either interpret strategy or deal only
with operational priorities (CFO, Business Intelligence 1996).

The survey of Monitor Analysis, which involved 354 company executives, shows that the
leaders of companies consider one of the most important business challenge to implement the
strategy. Leaders noticed the problem and many of them started initiatives to better formalize
and implement the company strategy (Provice, 2017).

The BSCOL Research Survey states that 70% of companies with formalized strategic
implementation processes have better performance than companies without using these
management practices (Provice, 2017). The key is to make sure companies can effectively
execute the right things. As the proverb says: “The main thing is to keep the main thing the main
thing” (Covey et al., 1994).

Strategic planners are those people in an organization who are specialized on ensuring the
organization to have and implement an appropriate strategy. Strategy is developed with
consensus of strategic planners and management of an organization. After the strategic plan is
ready it has to be communicated within the organization. If the organization uses the strategy
consequently in its decisions the strategy will most probably be implemented (Arnold, Bernstein,
2006).

The “product” of consultant companies is intellectual property of their consultants which
is actually the accumulation of special skills and knowledge. Consulting is a service where
consultants stimulate their clients to make changes. No one knows about the future success, but
the previous knowledge of consultants can give some guarantee on good ideas and proposals.
Consultants should be ready to handle unexpected situations in strong cooperation with the
organization. Consultant is a helper hand for the organization (Biswas, Twitchell, 2006).

Consultants who concern themselves with issues like basic goals or mission, business
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policy and strategy, planning, structuring and control of an organization are strategic or general
management consultants. They are different than those consultants who consult in a specialized
functional area like finance or marketing (Kubr, 2002). Companies with deterioration results, in
crisis or near crisis may need the help of such consultants. In these cases the top management
may be out of ideas where the company is heading and what to do. In other cases the
management may have the goals but they are unable to implement the strategies (Kubr, 2002).

Strategic consulting is part of management consulting, so the features of management
consulting applies to this type of consulting as well:

» Management consulting should be done on base of a contract.
 Consultants are independent of that company which receives the consulting activity.
+ Consultants should not decide on their ideas and proposals.

 Consultants should only cooperate in implementing their proposals if they are asked to do
that (Hovdnyi, 1997).
Table 1

Typical goals of strategic planners
(Arnold, Bernstein, 2006)

Goal and function of strategic

. Description
planning

Informing the top management of proposed

Proposal strategic steps with the help of analysis

Facilitate competitive short-, middle-, or long-term
strategies with the help of company ideas and
analysis. It can be implemented through three
methods: top-down, down-top, hybrid of the two

Determinate course line

Raising provocative business ideas motivating

Motivational paradigm shift managers to prescind ordinary strategies and tactics

Analyse strategic business Analysing information to help the work of top
information management
Persuasion of the affected groups within the
Encouragement and motivation organization and motivate them to use business
ideas
Creating of databases and make analyses to support
Provide intellectual property to management decisions in mainly those cases which
business decisions are important in a strategic view (e.g. company
acquisitions and fusions)
“Think tank” or inexhaustible Creating of analyses and definition of statements to
storehouse of ideas solve business problems

Consultants need to use change management techniques. Any consultant service include
changes in the organization — let it be strategic plan or business process reengineering (Maira,
Little, 2006). There is usually no guarantee that the proposals of the consultant will work.
However, E. Biech suggests that consultants should offer 100% money-back guarantee for the
work done (Biech, 2006).

Strategic consultant concentrates on the five main subjects of the strategic consulting
progress as can be seen in Figure 1.
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Figure 1. Five main issues of strategic consulting (Hovadnyi, 1997)

Ordinary company resources are capital, technology, human resources and natural
resources. In a modem view, these resources can be extended by six other resources:
information, innovation potential, coordination, immaterial resources, fit in the vertical value
chain and time (Hovdanyi, 1999).

Systems stand for the functional parts and their cooperation inside the company.
Companies are built up of smaller subsystems which should be synchronized with each other.

In case of results the most important are the quantified results which may be included in
the company balance sheet and income statement. Consulting should help to develop the
company in measurable results.

Results are directly connected to goals. Managers should have specified goals for the
whole company and for the company subsystems as well. Goals may be outside the company as
well: some organizations have social goals to achieve next to their own goals (Hovdnyi, 1999).

Strategic consultants should help the company to reach competitive advantages. This can
be based on company resources, systems, goals, results or leadership. The realized competitive
advantage always depends on the features of the company and the environment, the strong and
weak points of the competitors. Competitive advantage should be built in fields which are
durable and the skill developing costs are low compared to the positive outcome of the
advantage (Hovanyi, 1999).

2. The strategic management consulting market in Hungary

In this chapter two research surveys performed by the Szent Istvan University and the
Consulting Round- table are presented and analyzed (Poor, 2014; 2015).

The Hungarian consulting market is over the financial crisis and it already started to
develop slowly (Budapesti Kereskedelmi és Iparkamara, 2014). However most of the
information available is about business consulting market itself. There is a lack of detailed
information on the strategic management consulting market. To describe the state of strategic
management consulting in Hungary in this section | compare two surveys and show the available
information on the market size which makes possible to calculate the strategic management
consulting market in Hungary.
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Figure 2. Most common business consulting activities in Hungary in 2014 (Poor, 2014)

The total income of the consulting market can only be estimated. An estimation based on
the members of the Hungarian Association of Management Consultants (VTMSZ)? is that the
total consulting market is about 50.000. 000.000 Hungarian Forints (which equals about 161
million Euros®). From this value approximately 23.500.000. 000 Hungarian Forints (about 76
million Euros) is the market of management consulting (Vicze, 2014).

Most of the VTMSZ member companies are small, with less than 10 employees. Instead
of the smaller size companies VTMSZ members cope with minimum three consulting fields
(Vicze, 2014). Companies coping only with strategic management problems are very rare, or
may not be existing at all in Hungary.

In the following part there are two surveys shown with the goal to reanalyze the data and
show trends. The survey of Szent Istvan University and the Consulting Roundtable shows the
frequency of different types of business consulting. There were 150 questionnaires answered by
Hungarian companies in the survey. Each company could give up to three answers. The most
common business consulting activities are operation and organization (56.67%), project
management (50%) and strategic consulting (42%) (Poor, 2014).

The above mentioned survey shows that the most common activity in Hungary after the
financial crisis was to start new activities and the second most common activity was to redefine
the strategy of the company (Poor, 2014). The companies were asked about which consultancy
field is increasing or decreasing by their opinions. Use of the consulting services show that
strategic and HR consulting activity declined the most. This can mean that the market of these
consulting services became saturated.

A similar survey was done in 2015. In this survey 130 companies answered the
guestions. Hungarian companies could give up to three answers to the most common consulting
activities used. Unfortunately the report of the research only gives relative numbers to each other
which is not directly comparable to the 2014 numbers. In this survey the most used consulting
services in Hungary are operations (20%), strategy (15%) and project management (15%). The
order is similar to the survey of 2014 (Poor, 2015).

Based on the survey, strategic consulting includes development of strategic planning,
fusions, acquisitions, and sales and marketing.

To answer the first research question we need to compare the 2014 and 2015 surveys.
The surveys are not directly comparable, so | recalculated the 2014 survey results in relative
form such as the data available from the 2015 survey. The results confirm the prediction of the

2 Vezetési Tanacsadok Magyarorszagi Szovetsége: www.vtmsz.hu
%1 Euros = 310 Hungarian Forints
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2014 survey: strategic consulting is decreasing: it decreased about one percentage point from
about 16% to 15%. The leading consultancy topics, such as operations consulting and project
consulting also decreased. HR, change management and knowledge management increased the
most.

Based on the Hungarian market size numbers from G. Vicze (2014) we can calculate the
size of strategic consulting in Hungary. By calculating with 15% market share of the total
market, the size of the strategic consulting market is 7.500.000.000 Hungarian Forints (which is
about 24 million Euros). This gives answer to the second research question.

Strategic consulting is not only very popular among business consulting but it is offered
by many consulting companies in Hungary as well, including multinational companies. The most
known traditional consulting companies in Hungary are Synergon, Ernst & Young, KPMG,
Deloitte (Mdrtonffy, 2009). There are small private companies and consulting entrepreneurs as
well on the market. Gabor Komai, the owner of AAM Consulting states that the hourly fees of
consulting can be very different. Strategic management consulting has the highest hourly fee
which can be around 300 Euros/hour (Martonffy, 2009). Subsidiaries of the “big five” consultant
companies can have even higher hourly fees. This allows to have market of the smaller
companies and individual consultants as well. As there is no real guarantee on the proposals
given by consultants, trust becomes a major issue.

Conclusions

No company can live without a strategy making strategic consulting a very important
issue. The environment is changing rapidly, thus keeping strategies up-to-date should be a
necessity. Strategic management is coping with this issue. It is not enough to have a strategy,
organizations should also implement it. The surveys showed that this is not an easy task.
Implementing can fail due to several issues, most importantly due to awareness, which is based
on not knowing the strategy and the goals. This is mainly caused by bad communication inside
an organization. Financial issues can also happen and the environment can change rapidly
making the strategy outdated. All of these make strategic consulting very important among
business consulting. Most Hungarian consulting firms offer at least three different business
consulting services.

The current research had two research questions:

(1) What is the market size of the Hungarian strategic management consulting market?
The total market share of strategic consulting among business consulting in Hungary is
estimated about 15%. This means the total Hungarian strategic consulting market size is about
24 million Euros per year.

(2) What are the main trends in the Hungarian strategic management consulting market?
Data shows that strategic consulting is one of the best paying consultant roles with the highest
fees. Unfortunately these fees cannot be paid by every company making consultant companies
very diverse. Trust becomes a major issue on new contracts. Some of the biggest multinational
companies have a high market share in Hungary. The 2014 and 2015 surveys among Hungarian
companies showed that strategic management is one of the major consultancy issues in Hungary
next to organizational operations and project management. Trends in the market show that the
share of strategic consulting decreases lightly which can be due to market saturation. This does
not affect the fact that strategic consulting still remains one of the leading consultant roles.
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Bonpocs! 1u1s1 pa3MbIiIeHAs

1. JlaiiTe oLieHKY aBTOPCKOMY 0OOCHOBAHMIO aKTyaJIbHOCTH JAHHOTO UCCIIEIOBAHMUS.

2. Kakoif MeToj1 HaygyHOT0 UCCieI0BaHUs ObLT HCIIOIB30BaH B JaHHOU paboTre? KakoBbl
€ro PEeUMYIIeCTBa U HeJTIOCTATKU ?

3. O1eHuTEe COOTBETCTBHE METO/1a IIEIISIM HCCIIEIOBAHUS.

4. K xakuM BbIBOJIaM MPUXOJUT aBTOP CTaThbU B pe3yibTaTe uccienoBanus? OueHuTe ux
HAYYHYI0 0OOCHOBAHHOCTB M MPAKTHUYECKYIO TPUMEHUMOCTD.

5. OxapakTepu3yiTe CXOACTBA U pa3INuus B TEHACHLUAX Ha PhIHKaX CTPATErHYecKOro
KOHcanTuHra Benrpuu u Poccun.
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