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PREFACE

The exponential growth of science and technology during the twentieth century
has resulted in an unprecedented expansion in industry, accompanied by an
impressive development of management functions. In conjunction with and to some
extent as a result of this growth, management consulting has achieved professional
recognition from government agencies and industrial corporations for its professional
capability in the timely analysis and definition of problem areas; for its objective
evaluation of altemative solutions; and for its interpretation to management of the
benefits and penalties associated with each of the alternative solutjons considered.

The primary advantages of Mmanagement consulting are:

The immediate availability of specialized knowledge, based on the specialized
education and experience of the consultants;

The application of this knowledge to management problems;
The use of the objective, scientific approach; and

The professional ethics and the high degree of motivation of the experienced
consultant,

Occurs, industrial products may lose their competitijve characteristics: sales may drop,
production slacken and costs rise; and new products may not be developed when
required.

illustrations of the value of modern manazement techniques as applied to individual
industrial problems, including full utilization of labour. When applied to an industrial
sector, such techniques can often improve the qudlity of performance of the over-all
sector and assist in the development of a stable base for controlled industrial
éxpansion.
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Chaprer |

BACKGROUND., OBJECTIVES AND ORGANIZATION
OF THE MEETING

To promote the development of competent management consulting resources in
Latin America, UNIDO sponsored an international meeting on this subject in
Santiago. Chile, 5 9 July 197]. Meetings were held in the conference rooms of the
Economic Commission for Latin America,

The meeting was a continuation of programnw initiated by the United Nations
Centre for Industrial Development in New York in 1966 and continued by UNIDO
after its inception in 1967. A similar meeting was held in Tokyo in 1969,

The precise objective of the Santiago meeting was the preparation of a
composite and timely plan for the growth and improvement of management
consultancy in Latin America. Such a plan would involve consideration of the
professional, industrial, business and legal aspects of establishing guidelines and
policies for the development of management consultant resources to suit the needs of
Latin American business and industry. To bring such a composite plan to fruition, it
would be necessary to create in the foreseeable future a system of management
consultancy that is commercially sound and financially self-sustaining. Proposals for
such a system, discussed in the meeting, appear in chapter 2 of this report.’

The Santiago meeting considered the application of the management approach
to the industrial development of an entire subcontinent. The results of the meeting
are considered an important step forward in providing agencies of industry and
government with effective means for the application of constantly changing
technologies and management innovations to Latin American problems.

Organization of the mecting

In preparation for the meeting, UNIDO selected a team of twelve international
consultants to:

keview previous accomplishments;
Survey the problems of management consulting in Latin America;

lSutnsequent to the Santiago meeting, a Congress of Consulting Fngineers organized by the
Chilean Association of Engineers, was held in Chile in October 1971, The data on consulting
firms presented at that congress are available to support further efforts to develop management
cansultancy in Latin America,




2 THE DEVELOPMENT O MANAGHMI NTCONSULTANCY IN LATIN AMERICA

Synthesize and cvaluate relevant and csedible alternative concepts for the
resolution of these problems: and

Provide a technologically feasible and economically viable plan for effective
application of the management consulting profession to the Latin American
environment.

The team of consultants included experts from both the academic and professional
consulting fields. UNIDO also invited selected Latin American representatives from
consulting, industrial and govemmental organizations to foster the transfer of
management technology to the Latin American cultural background.

The conference was organized so as to permit maximum participation of each
conferee. Business was conducted in plenary sessions and in working group sessions.

Plenary sessions were held in the main conference room, In these sessions,
individual papers were presented by the respective authors outlining their basic
concepts of management consultancy in general and their thoughts on the
development of Mmanagement consultancy in Latin America in particular.’ A
different session chairman and Tapporteur were assigned for each sessjon.

Working group sessions were held in separate conference rooms, each group
pursuing its own method of considering the various concepts presented and reaching
its own conclusions and recommendations. Two working Proups were established,

At the final plenary session, the consolidated conclusions and recommendations
of the working groups were presented and were incorporated into the summary of
the proceedings. These conclusions and recommendations are contained in chapter 2
of this report.

Mr. Lubor Karlik, UNIDO Industrial Development Officer, served as director of
the meeting.

The list of participants is attached as annex 2,

e N

2Thc.- views expressed in the papers (listed in anpex 1) and in the discussions o summarized

in this report are those of the individual authors and participants and do not necessarily reflect
the views of the secretariat of UNIDO,
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Chapter 2

CONCLUSIONS AND RECOMMENDATIONS

Conclusions

The major conclusions reached by the group were as follows:

The use of efficient management technigues is extremely important to the
effective development of public and private sector Organizations in Latin
America.

Management consulting in Latin America is not at present sufficiently well
developed to provide effective consultincy on management problems; when the
available consultancy services are utilized, they are generally applied to
feasibility and marketing studies.

As a result of the inefficient utilization of management consultants in Latin
America, some consulting firms accept contracts abroad and a substantial
number of consultants migrate from Latin America.

An effective, economically viable management consulting system is an essential
element for the economic, social and industrial development of Latin America,
It is therefore imperative that the use of advanced management techniques be
improved among Latin American public and private institutions, and that the
Latin American management consulting capability be materially improved, both
auglitatively and Quantitatively, and generally expanded in scope.

In view of the lack of an effective Latin American consulting capability, the
assistance of intemational Management consulting specialists should be enlisted
to orient and implement the development of an indigenous Latin American
consulting capability.

The development of management consultancy in Latin America is a desirable
field for sponsorship by UNIDO, which could be useful in developing the basic
organizational structure and associated procedures for its implementation.

Sponsorship by the United Nations will be required only during the initial
development phase, and should continue only until the resulting consultancy
becomes economically self-sufficient.

Recommendations

It is reccommended that UNIDO sponsor the initial development of an effective
nous Latin American management consulting capability, for which the

conferees proposed a basic organizational structure and procedures as outlined below.

3
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Orgaization

The United Nations should nominate a working commission to initiate the
working policies and programme for the development of an improved Latin
American consultancy. The commission should enlist the co-operation of various
international agencies and of relevant national agencies in Latin America.

The commission should establish a diagnostic consulting operation under the
general direction of a consuitant appointed by UNIDO. The director should be an
individual of world renown. one who is thoroughly familiar with application of the
scientific method and the systems approach to the solution of conplex management
problems, and who has earned a reputation for getting things done.

A technical staff, reporting to the director, would consist of a small group of
competent professional consultants and educators, comprising reprc-=ntatives of:
regional Latin American consulting organizations: potential Latin American users of
consultants (both public and private sector); Latin American educators: foreign
educators (i.e. United States. European, Asian etc.): and international consulting
organizations. Each staff member appointed to the commission by UNIDO should be
approved by the commission chairman.

In addition to his normal staff duties, as assigned by the director, each staff
member should be assigned to one or more operating subcommittees, depending
upon his particular discipline.

Subcommittees should be established in the areas of: education, scientific
management, systems science, social science, business operations and engineering
operations. Inter-committee co-ordination will be effected by the service of each of
the staff members on several committees,

Procedure

The operational procedures and functions of the commission should be as
follows:

Problem definition

Survey and identification of the basic goals, objectives and policies for the
development of an improved Latin American consultancy.

Development of an integrated data bank ( IDB) for collection and collation of all
data associated with the development of an effective Latin American
consultancy. This data bank should be compiled in accordance with the format
required by the specific computer system to be used in the conduct of the

programme and should include a method for continuous updating of the
information,

Analysis and definition of the consultancy, i.e. the fundamental functional and
operational requirements, including the educational requirements, for the
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Survey and prepare a roster of Latin American consultai.is. indicating their
specialties. The roster data should be collated and introdu-ed into an integrated
data bank as part of the over-all programme.

Definition of the basic criteria for the particular consultancy required for
resolution of Latin American problems, these criteria to become a part of the
integrated data bank, to be used in evaluating the alternative consultancy
concepts under consideration.

Synthesis of solutions

Conduct design and feasibility analyses of alternative methods to satisfy the
consultancy requirements. The feasibility analyses should include technical

performance, management performance, cost analyses, and an alternative modus
operandi for the programme.

Prepare a register of Latin American consultants, based upon the roster
previously prepared, in order to facilitate the establishment of an eventual
consultants’ exchange if desired. For this purpose the consultants registered
would be classified into various categories based on their respective capabilities.

Develop the design for a dynamic Management Consultancy Information System
(MCIS) capable of automated computer operation for the analysis and
evaluation of Latin American management consulting problems.

Evaluation

Conduct an evaluation of the consequences (benefits and penalties) associated
with each of the alternative solutions considered.

Test feasible and economically viable solutions by applying them to consultancy
problems in those countries where the local consulting capability is inadequate.

Select and recommend the preferred consultancy solution to UNIDO for
subsequent implementation.

Prepare an implementation plan for the preferred solution, including definition
of the programme elements, the schedule for development and operation, and
the associated costs. The plan should also provide the schedule and procedure
for co-ordinating the development of an integrated management consulting
exchange, if this is deemed feasible.

Constraints

Consideration must be given to a variety of limiting factors. Recommendations
for action must take these factors into account and give them their due weight. A
partial, but by no means alkinclusive, list of these considerations is suggested below:

Cultural affinity (Andean region, Atlantic region etc.):
Size and type of operations affected;

Size and type of consulting firms (availability, optimum dimensions,
local-foreign);
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Environmental conditions, inchding inflation;

Education of consultants and clients. including the possibility of an
inter-American graduate university;

Emotional factors and local -+ nliarities:

Characteristics and dimensions of potential markets for consulting services in
both the nrivate ind public s. tors:

National sent: nent:

An awareness that logic is controlled by ethics and that ethics form the
fur umental woference frame for other value systems;

Proviems ¢v ated by language b, rers:

Seminars and work 10ps to disseminate information and knowledge - their
potential and limitations, presc: t and future:

~ o distinction to be drawn between managerial factors (which are by definition
asal and thus transferable) and non-managerial factors (which are more
i mately related to a particular cultural environment);

Level and quality of existing «ducational facilities;

The effective use of academic and non-academic teachers (i.e. professional
teachers with or without practical experience and professional managers with or
without teaching experience), and the extent to which the two may be blended
successfully in the development of executive and consulting talent;

Legal problems, particularly as these may be related to the movement of exports
from one country to the other, and as they relate to international trade and to
the problems of multinational companies;

Tax problems, including those relating to the legal problems noted above:

The fact that in some countries there appears to be a surplus of management
consulting capability while in others there appears to be a scarcity even though

., the economy of the less advantaged country may be more advanced in other
respects.

Operational implementation

Latin American countries should be assisted in the development of an Initial
Operation Capability (I0C) for the preferred solution recommended in the
evaluation phase. The operational system developed should be monitored, evaluated
and revised as necessary to achieve the desired balance between operational
effectiveness and operational cost, The overall development of improved
management consultancy in Latin America should be reviewed in the light of
long-range and short-range tasks as shown below:
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Siort-range tasks Long-range tasks

Foster development of manage-  Foster management education
ment consultant capabilities Productivity centres

Diagnostic activities Consultant associations

Management consultant pool Universities

Education of clients Development centres
Documentation

Documentation on all aspects of the development and operational programme
should be prepared in order to provide a record of the total programme development
and operation, and to provide a method for rccommending the succeeding steps in
progressive system growth.




Chapter 3
DISCUSSION

The report of discussions as set out in this chapter combines the views expressed
in the working groups and i the plenany sessions. The order of discussion followed
the substance of the papers as cach was presented by its author. (Annex | lists the
papers and their authors.)

The development of professionals for management consultancy

In discussing the basic development of professional management, the consultants
noted the complexity of educational problems in South America and called attention
to the traditional tendency to teach facts instead of improving analytical abilities.
They noted also the tendency to give importance to political factors and public
refations as factors in economic success, rather than purely teghnical proficiency.

There fs a distinct difference between the mere desire for economic growth and
the effective will to take required micasures. The traditional approach of solving
development problems through concentration of capital investment is doomed to
failure. for if the conventional management techniques are concerned primarily with
the symptoms rather than with the basic problems. no amount of investment will
accomplish the desired objective. Henge the importance of management consultants
capable of focusing on the basic problems and approaching them objectively.

Fundamentals of management are universal and are applicable equally to
corporate management and management consulting. Since training for management
must be both theoretical and practical. both academic institutions and industrial
concerns must be involved. Training n foreign countries is desirable. and graduate
schools of business administration are becoming more and more involved in
cducation. Emphasis should be on problemesolving and decision-making, on training
gencralists rather than specialists. The case method, combining practice and theory,
has met with considerable success in providing students with the over-all visualization
of the multipie facets of broad complex problems.

Universities and consultants

The professional school in a university setting is in an enviable, although
difficult. position. It is essential that its faculty maintain lizison linkages - with both
fa) faculty in other disciplines within the university and with (b) professional
practitioners wherever they may be engaged in industry, government or as private
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consultants. This necessary liaison may be achieved through a variety of means:
seminars involving both professors and practising consultants and executives:
professional leaves for professors to work on consulting and/or research assignments
in industry. and leaves for consultants and executives to spend some periods of time
as consultants or executives-in-residence in university professional schools (c.g.
business and engincering).

For example, at the University of Washington. graduate students are given
opportunitics to work as junior consultants in industry, and some faculty members
work in advisory capacities with industries on a continuous basis. By maintaining
such links with the university, industry provides, in effect. laboratories for
management. The establishment of university advisory boards composed of industrial
leaders can also be cffective in linking industry and the university. Moreover,
executives-in-residence can and are invited to participate in school activitics.

Schools of business administration are an important source of management
consultants, and it would be desirable to establish such professional schools in
developing countries. Graduate schools arc gencrally regarded as more efficient in
producing effective consultants and represent a reservoir of potential consultants
capable of a high degree of co-operation with the universities.

Regarding the nature of the classroomrindustry combination, the University of
Washington experience indicates that a multidisciplinary team approach is required.
Involvement of the faculty in guiding the graduate students is generally desirable
where the results must be documented; and sufficient time must be provided (usually
two to three months) for the faculty to become acquainted with the technical
terminology of the problem. Concerning the procedural problems of university-
industry co-operation, the group noted that adequate protective mechanisms must be
established to ensure that the university teaching duties are not neglectec. while at
the same time industry obtains the desired benefits from the university. In this
connexion, it was noted that many younger faculty members with rather limited
qualifications seek part-time assignments as consultants to industry. There was
general agreement on the desirability of using industry as a laboratory for schools of
business administration, since real-life cases are vastly superior to hypothetical
classroom cases in the development of management and management-consulting
proficiency.

Education for effective management to meet immediate
needs of economic development

The benefits of modern science and technology are easily lost, natural resources
are wasted, and capital is underutilized if administrative procedures are not
perfected. Case studies indicate that the transfer of science and technology is most
rapidly achieved by scientists with entrepreneurial instincts. Managers have to be
scientifically motivated and trained in finance and administrative procedures if
scientific and technological advances are to result in increases in per capita income,
which is the ultimate measure of economic progress.

Mathematics, procedures, and psychology are the three basic dimensions of the
process of economic development, of the management process as a whole, of
planning, budgeting and control. and of the curriculum here suggested. It is possible
to change attitudes towards economic endeavours through curriculum design, but the
foundation of the entire curriculum is its business-administrative content.
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The problem of economie development is essentially behavioural. Planning,
budgeting and control ore central to management as are also the mathematical and
technological content of management training and the related productivity of labour.

Introduction of new technology is important for economic progress. For this.
the co-operation of industry with the universities is essential. The proposed training
programme is divided, therefore, into general and problem-oriented parts. Each
student is expected to define a real-life problem, solve it and implement the solution.
Through the participation of the university in the production process of a developing
country, it is possible for the country to create technological solutions well suited to
its necds. What are the tasks involved in such co-operation? First, it is necessary to
define precisely the programme suitable for a particular stage of economic
development in a particular country, the sequence of courses and their content.
Second, it is necessary to write management texts, for the major fields of economic
development. Lack of textbooks has been a serious handicap in most management
programmes. Third, it is necessary to train faculties, providing them with the
practical experience required for university-industry co-operation. And fourth, it is
necessary to awaken industry’s interest and willingness to co-operate with the
universities, not only nominally but also in substance.

During the initial stages of economic development, homespun management
consulting should be advanced on campuses of universities. At a later stage,
management consulting in the form of university-industry co-operation is essential
for the acquisition of new technologies for production as well as for advances in
administration.

Diagnostic management consulting

The rapid technological advances of the past two decades and corresponding
organizational changes in industry have compelled management to rely more heavily
on the expert knowledge of consultants. Management consulting has been recognized
as a problem-solving profession that can quickly execute assignmen's and submit to
management either a set of alternatives or the most feasible solutior,. The advantages
of management consulting are acknowiedged mainly to be the immediate availability
of specialized skills and the consultant’s objective approach to the problems as well
as his accumulation of experience.

The reasons for acceptance of management consulting have been compelling and
profound. The evolution of technology and the complementary evolution of
organizational structures based on a division of labour and specialization of functions
made it necessary to cope with increasingly complex problems. Difficulties arose,
however, in the co-ordination of the various functions. Complex organizations, like
complex machines, suffer from complex problems, which can no longer be resolved
without the co-ordinated efforts of specialists. The more complex the problem the
greater the expertise required. Since expertise implies also narrower specialization,
the remedial actions requircd larger teamrs of experts. The need for specialization
outgrew the range and depth of knowledge of any individual. It was no longer
possible for a consultant to take care of the entire cycle of functions from diagnosis
of the problem to the execution or even the implementation of a project. The various
tasks had to be distributed to various professions or experts.

The trend towards increasing specialization gave rise in time to a new problem,
the “technocratic tower of Babel”. Each expert tended to view the over-all problem
in terms of his own specialization and gave disproportionate weight to his functions.

T .2
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As a result, the co-ordinating function emerged as increasingly important, calling for
management to supervise the specialized functions of various disciplines and
co-ordinate them through a team approach.

The role of management consultancy has incicased proportionatelv with the
development of organization structures. The division of labour and the specialization
of functions has resulted in a complex relationship which lias had to be integrated
into a viable and synchronized whole. Management consultants have had to
command expert knowledge so that through objectivity and iastant availability of
professional skills they could reshape and maintain the organizational posture to
meet the predetermined goals.

A new relationship between the client and consultant is now emerging.
“Diagnostic management consulting” is the newly defined role of the consultant in
which the clients’ needs for consulting assistance are established by making a routine
check even before serious problems arise. The objective assessment makes it possible
to select consultants who are best qualified to resolve the specific problem. This 1y pe
of diagnostic work requires a high level of professional skills from many disciplines in
order to establish positively the scope and requirements of the consulting work. Such
consulting services evaluate and tie together the resources needed to micet the
demand in a co-ordinated and well-integrated fashion through the consolidation of
resources which are often scattered among numerous smaller firms.

The cross-transfer of management skills and know-how

The discussion centred on a long-range study which had been made by one of
the consultants on the relationship of knowledge and the ability to adapt as
influencing the manager’s decision-making capability. The study considers the
consultant’s problems in being effective in the context of various cultures,  “‘culture”
in this sense involving both the total culture (ideas, habits, beliefs etc.) and the
individual aspects of elemental cultures. The closer the new culture is to the native
culture of the consultant the easier it is for the consultant to be effective. The more
diverse the cultures, the more difficult the adaptation.

A trained consultant must be perceptive to significant cultural influences but
should take care not to overemphasize the cultural differences. A successful
consultant must generate the client’s trust in him as a person as well as in his ability,
and of course the consultant will not stress that he belicves his own culture to be the
best.

The growth of economic development tends to bridge cu'tural gaps and makes it
easier for the international consultant to be effective. Along with economic
development, cultures will continue to draw closer, but they will not become entirely
alike. It is relatively easy to adapt to superficial cultural differences, such as food and
art, but more difficult to adjust to differences in values. 1t appears that it is easier to
move from an old culture to a new one than the reverse. An important influence on
the consultant’s effectiveness is exerted by economic cultural values, which have a
great deal of influence; and technological values, which have an important influence
because they niay create risks people are not willing to take when there is the
possibility of a failure. However, the consultant’s econoniic philosophy has little
influence on his effectiveness.

The educational level of a given society influences the means or methods of
adaptability, while the spiritual values influence the philosophy which determines
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whelher the adaptations will be attempted. Knowledge of languages is valuable, but
the desire to know and understand the new cublure is the most valuable asset for the
consultani.

A manager’s behavioural responsibility and his ability 10 apply the basic
principles of managenient determines his calibre. A manager's philosophy of life
greatly influences his method of operating. kach must have his philosophy. The
manager’s environment has considerable influence on his actions. His cultural
background and environment have a significant influence on his decision-making
mechanism. The culture may vary within a region. country and state.

Problems and perspectives on building a management consulting
practice in developing countries

A wide range of problems faces the management consultant in the context of the
current environment. Most management consulting firms have a basic problem of
establishing their image and reputation in the client’s eves.

Management consulting organizations can offer the following services to
developing countries: productivity studies; organization and policy studies; feasibility
studies; industrial development studies: diagnostic analyses and problem definition.
The last two types are among the more important services that can be accomplished
for international and national business firms. It is becoming more and more
important to have a bi:ding of consulting firms on an international basis.

The advantages of international consulting are many and varied, irrespective of
the country of origin of the consultant. There are, however, some serious problems,
for example:

Quality control: Up to the sge of 32, the consultant is willing to accept foreign
assiginents, and again after the age of 50. There 18 a tendency, therefore, for the
best people to be kept in the home office.

Problems of obtaining reliable local information: Statistics may be misleading.
information may be hard to find: local information may be hard to interpret.

Consultants tend to iry to solve problems as they would in their own countries.

The lack of ability of local industrial concems to make use of consultants’
services. Joint responsibilities and client involvemeni often help.

The follow-up programme should be included in the original contract; a retumn
visit is advisable six monthe and again one year after the consulting engagement
is completed.

The difficulty of adapting to local culture, ¢.g. understanding the particular
polite forms and manners of the local people.

The language difficulty.

The difficulty of estimating the time needed to work with the local staff and
under the local conditions.

The tax status of the consultant and local residency regulations.

The esprit de corps of the consulting team as influencing the success of the
astignment.
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The problem of maintaimmg objectivity and mtegnty on the lorenn assignnment

Unless the consulting firm maintains long-term growth. it will not attiact the
best staff nor the best clients.

Foreign assignment makes it difficult for the consultant to readpust to the homne
working environment and may, theretore. nrterrupt iy long-range professional
growth.

The international consulting firm needs to become acquainted with  the
developing regions and maintain a current knowledge of the regions. The home office
should keep in regular touch with its foreign branches and maintain contmuous
documentation on the living and working conditions in focal arcas

Management science systems science and
management consulting

The importance of change in the development of management consulting
capability must be recognized. The growth of scieiice in the twentieth century has
boen the basis of a tremendous change in the total environment and has thus
contributed to the development of management. This same scieutific growth has
provided the tools for improved management decision-making. This is fortunate
because the problems facing management today are becoming increasingly complex
and sophisticated.

The growth and development of the sciences has been influential in the
application of the scientific method to broader aspects of social, economic. business
and management problems. In considering the types of problems faced by
management and the types of problems that management consultants must be
capable of resolving, it is obvious that these problems again involve many different
and yet interdependent facets. Their resolution requires objective consideration of
the multi-faceted problems in a multidisciplinary approach that is defined as the
systems approach.

Essentially the systems approach involves the interaction of scientific. social,
economic and political aspects of the complete problem. It considers the total
environment. it is deductive in nature and yet actic -orienied. In one sense it
represents a pragmatist’s scientific approach in that it is concemed with science for
society’s sake. The systems approach is based upon systems theory. which consists of
an integrated body of knowledge concemed with the development of basic orienting
and unifying concepts from the various disciplines of natural and social sciences. The
““system” provides the central unifying concept for systems theory, while*'systems”
science provides the development methodology. The primary characteristics of
systems science are that it is action-oriented. utilizes advanced technology. is
applicable to large, complex problems and can deal effectively with large numbers of
variables involving physical, social, cconomic. environmental and fiscal factors. The
principal elements of systems science are:

Systems analysis, which is concemed wirh defining the problem and evaluating
its consequences (benefits and penalties) associated with alternative solutions to
the problem;
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Systems engineering. which implements the preterred solition to the problem,
including establislimg the implementation schedules and costs:and

Svstems managenient. winch controls the programme. the schedule and the cost.

The dral potential of svstems science and inanagement scicuce provides the
competent and up-to-dite management consultant with etfective and powerful tools
for the resolntion of the current complex problems Fweed by management. These
tools basicaily permit responsible management to pose and answer the “What if? ™
questions: “"What if this decision were made? 7. or “What if that decision were
made? ” This capability then permits management to assess the consequences of a
pariicular set of decisions prior to taking the final decision.

The role of Japan in international management consulting

Ten to twenty years ago the management consulting services in Japan were
primarily conducted by government extension offices and there were only a very
small number of management consulting firms. While both types of services were
extended to small business enterprises. the specialists in industrial engineering,
quality control ctc. provided consulting scrvices to management in particular
enterprises. This form of business counselling is gradually disappearing as the
realization grows that tax-supported government services should not be limited to
assisting only a few entcrprises. While therc is no clear distinction between
government counscllors and privat2 management consultants in the area of small and
medium-sizc business, some private management consultants specialize in large
companics. In the future most enterpriscs may be expected to require an integrated
general management consulting service.

International management consultants are contmually faced with the problem of
becoming familiar with the culture and background of the clients, particularly if the
clients arc residents of a developing country. The Japanese Productivity Center and
several Japanese consulting agencies are devoting some consideration to this problem.
While this is a controversial issue. certain recommended courses of action relative to
intermational problem-solving are evolving, mehuding the followmg:

When & consultant s assigned to a programme i a country foreign to his
background and expericnce. he shiould establish residence there for a period of
three to four years in order to beconie mtegrated mto the community.

The consaltant should not attempt to participate in the programme to any major
extent until he becomes familiar with the local customs and reasonably fluent in
the local fanguage T consultant s expected to ox pand this proficiency during
the assignment

Consideration should be given to obtaining a consultant from a country with
similar cultural and social background. The senior general management of the
consulting agency should concern itself with identification of the types of
special consultants required.

The question of criteria for measuring the ecffectiveness of management
consulting is critical to the suceess of any consulting venture. One simple criterion is
the amount of resonrees 1o he saved through effective management consulting.
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However, even this sinple. ogical measnrement imphies the existence of g basic
reference frame from which to nicasure the meremental amount of resources saved.
Such a frame of reference requires m turn the developnient of 4 long-range plan
based on analysis of the problem and cvaluation of potential alternative solutions.
Analysis of this type could nonnally be expected to be a part of the consulting
services offered. thns placmg the consnltant in the position of cvaluating the
effectiveness of s own services. While tins may appear desirable at first glance. it
docs raise the question of the objectivity of the services oftered.

Japan Las established & Rescarch Institute in International Management as a
non-profit private company. An organization known as FIMCO (Federation of
International Management Consulting Organizations) conducts traiing courses in
Japan and invites other Asians to participate in Asian Productivity Courses. Members
of FIMCO have at times advised other members on business opportunities that they
themselves were in no position to handle. In response to a query. the author said that
Japanese management consultants have not up to the piesent contributed much to
the development of South-cast Asia, in part because of the language barrier.

To assist their clients. Japanese consultants have developed a computer-oriented
business evaluation system that provides u fast response for the analysis of business
problems with automatic computer plotting of the results. The most successful
agencies maintain staffs of fewer than thirty consultants per office. However, some
agencies operate offices in several cities. 1t was noted that some foreign international
agencies had two to three thousand professionals.

Management consulting in Europe

Before management consultancy could develop, ontrepreneurs had to become
aware of management as an art. In most countries of Western Europe management
consultancy began between the two world wars. By 1964, there were about 6,000
consultants in all of Western Europe. National associations of consultants were
founded after the Sccond World War. In Scandinavia management consultancy has
grown rapidly since then. Western European national consulting associations formed
in 1960 a union of European assuciations of general management consultants,
FEACO (Fédération Européenne des Associations de Conseils en Organisation, Paris).

In several countries of Western Europe most consulting firms are under
single ownership. while in others they are mainly under | artnership arvangements. In
Scandinavia and Great Britain. consnlting firms are mamly lumited companies.

In Eastern European countnies the consulting institutions are officiad but
self-sustaining, and there is a growing exchange of experence witn Western Europe.
In Romania consultants tend to be trained for mternal use only and are cmployed
within a firm or by a group of firms. Morcover, consulting operations tend to be
directed towards ministrics, trusts etc. In Czechoslovakis both exteral and mternal
consultants are employed and more are being tramed. With respect to group work in
Eastern European countries. the chents are receiving outside assstance. that . there
is considerable interest and activity m these countnes in seeking assistance from
consulting agencies located outside the area Forewn consultng firms are also
showing interest in assisting these countries.

In most European countries managenient consultants are workmg i all fields of
management, i.e. part from management consuling per se. thewr acivitres include
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the traning of the chent’s statt. the orgamzation of courses and sentinars, the
construction of tools and niachinery. editing and publishing and research. Most
European Governments have operations and methods bureaux offering management
consulting services to pubhic institutions and trainme personnel for this purpose.

In most Western: Faropean countries ihiere s no governmental licensing of
consultants: anvone who feels qualified to set imselt up as a consultant mav do so.
Consultants sometimes receive commissions in addition to their salaries.

Most companies. ind especially consulting engineers, e.g. in Austria and Denmark .
require a university degree as qualification for a management consultant to be
employed. In many Futopean countries there are training courses for management
consultants. Education in management sciences is offered by several universities (e.g.
in Aachen, Berlin, Darmstadt. Gras, Karlsruhie, Lishon, Mannheim. Paris. Vienna and
Zurich) and by severat institutes tor advanced studies (e.g. INSEAD, Paris; 1ESE,
Barcelona; IMEDE., Lausanne: and S100., Detit).

Associations for management consuliants have established codes of ethies and
policies governing their work. The fees for consulting average from US $60 to $300
per day. Public relations efforis vary widely: there are hardly any in Austria, the
Federal Republic of Germany, Finland and Norway, but intensive public relations
activities are associated with management consulting in Great Britain (advertising,
publications, press comments, luncheon meetings, official contacts etc.).

The prestige of management consultants is rising slowly. The most important
clients are generally mediumesize firms, though in some countries (e.g. Netherlands)
big firms also s ck consulting services.

Many consulting firms “export™ thoir services. France. for example, has a
considcrable number of Latin American clients. The greatest foreign competition
comes from United States consultants, who work increasingly in the Netherands and
Switzerland. Reputable foreign firms (both European and non-European) have
subsidiaries in European countries, employing consultants both from the firm
country and locally. There is very little co-operation between European and
non-European consultants.

Part of the work done by management consultants today will be done in the
future by experts cmployed by the client firms. This loss of market will be
compensated by ncw activitics of management consulting firms, e.g. in the
development of management techniques. The future management consultant is seen
primarily as an assistant in developing special techniques. Future trends should also

include improvement of professional standards, intensification of training courses,
and European collaboration.

The impact of the management technology gap on the development
of management consultancy in Latin America

The technology gap between the university personnel and the businessman
occurs because of the difference in their interests and reward systems. The
businessman is interested in solving operational problems, whereas the academician is
interested in and has a nced to publish papers. These different sets of value systems
and reward mechanisms are the primary contributors to the gap. The generalized
knowledge developed and/or documented at the university level requires a consultant
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or someone bridging the gap who trauslates the generahized hitowledge mnto practical
applications.

Technological change is the most powerful influence on the business world
today, and it poses many new problems for top management. The demand for
consultancy service stems from the growing burdens imposed on managers by these
technological changes.

In bridging these many gaps the consultant becomes a valuable resource to the
businessman because of his skills and experience. A consultant who serves many
clients often works with situations that may confront a given company ouly once m
a decade. Therefore, the consultant develops a special talent and s able to maintain
his expertise. He is able to “kecp up™ in a technical speciality. From such broad
expericnce he learns what problems to anticipate, what actions to take when
obstacles occur. and what reactions to anticipate from the individuals involved.

In addition to his broad cxperience. the professional consultant possesses
valuable analytical skiils. Although he does not have a monopoly on analytical skills.
it is his business 'o know how to uncover the real issues of a problem and its
underlying causes. determine the conditions of its solution. and the end results which
are to be obtrined. Thus, it is possible for a firm to obtain special talents without
retaining the consultants beyond the period that is economic to the firm.

A third basic value offered by the consultant is objectivity. Because of his
independent position, a consultant can provide a candid evaluation of a firm that
cannot be obtained from an employee within the firm. The employees generally tell
the boss what he wants to hear. The impartial viewpoint, free of personal interests,
internal political loyalties and company traditions, is truly a valuable service. Often
the consultant assumes the role of the “‘bad guy” and becomes the scapegoat for
management. By such action he can take the “heat off” of management,

The impact of the management technology gap in developing countries, where
the manager has had minimum exposure to scientific management techniques, is even
greater than in developed countries, and the responsibility of the management
consultant to help bridge the gap is accordingly greater.

Joint-venture consulting projects are recommended. where foreign firms and
local Latin American firms will join forces and provide the best opportunity for rapid
development of skills and reliability in the field of con-ultancy. The advantages of
such collaboration are many, e.g.:

The foreign firm can help Latin America to avoid the evolutionary stages of
management technology and to avoid making the mistakes already made
elsewhere, both in the management and operation of the consulting firm and in
solution of the clients’ problems.

Those who are developing the management consultant structure will be able to
obtain the best known state-of-the-art by “standing on the shoulders” of the
present forerunners in the field. An example was noted in the Japanese coming
to the United States Steel Company after the Second World War to learn where
the United States steel industry stood so they could start from that point. The

advantage of this procedure is seen in the dynamic steel industry in Japan
today.
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[tis possible to obtam forergn expertise without the cost of foreign ownership.

The foreign expert s permitted 1o teach the tocal consultant techniques to be
apphed by local people. The application of the technique must be modified by
the conditions of the country and adapted to the local culture, weaving the new
techniques into the tabric ot the local area with the purpose of developing new
tocat skills.

Management consulting in Chile

SCT (Servicio de Cooperacion Teécnica) is engaged in consulting programmes, as
are the universities and other institutions that are in competition with the
independent consulting firms. An estinated forty firms are engaged in the field of
technological consulting in Chile. and about ten 1w the administrative field Most
large industrial firms have their own industrial engineering departiments, staffed with
personnel some of whom possess advanced degrecs.

While both specialized stills and teumwork  are impt
consulting, the opinion was expressed that in Chile at present t
consulting market is too small for soplisticated nethods, although the a
recognized need for such methods. Currently. the generalist predominates in this
field. For the foreseeable future the greatest opportunity for management consulting
exists in the public sector rather than the private sector. Small businesses. of which
there are some 30.000 in Chile, seem to prefer group consultancy, and most of these
firms are served by SCT. (Small firms in Chile were defined by the author as those
with fewer than fifty working employees and with 2 capital of less than $30,000.)

Management consultancy is generally concentrated in three areas. Most of the
effort is in the financial field. Management consulting in the marketing area is
increasing while the effort in the industrial engineering arca is decreasing, the latter
reflecting primarily the fact that the lurger industrial firms have their own industrial
engineering departments. Initially. private management consultants came from SCT,
although the universities subsequently instituted courses in finance and cost analysis.
At the present time the technical universities offer courses in management science,
i.e. marketing. finance, industrial engineering etc. Consultants enrolled in these
courses must be members of the Association of Engineers.

in management

The development of industrial consultancy in Colombia

One of the most difficult tasks in Colombia is with the top management of the
client firm. Experience has shown that unless the top executives of the client firm are
emotionally as well as intellectually involved, the consulting effort will not be
successful. In many cases the executive will commit himself at the intellectual level,
but does not follow through in the practical aspects. In some cases a diagnostic
approach is used to provide the top management with the tools (forms) to perform a
self-analysis of self-diugnosis. The team approach is stressed. and a profile of
organization is often used through which each executive must diagnose the centre of
power or the source of authority. This exercise provides an awareness of group
dynamics and gives the members of the team some perception of each other’s jobs.
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Although feaabdity stndies are usually made (o provide o basis tor the hient (o
obtam financing. 1 pat o the problenis how to chiange the chent s motwation from
a need tor financme 1o need for comaltas owimtane Iy Codombia freat cimphasis
is given Lo statns and anthonty, In Th-group sostions” ad sensitivity tranung, some
exceutives feel thet then statis may be threatencd, o that tie deosied iesults are not
obtained.

FICTHEC thondacion paa ol Tomento de fovesngaaian Cientrfica
Tecnologica) s a non protn dagnoste: tirm e Colombia, supported by the national
banks 1t pedtonns o diagnostic guidince semvice fon mdustry by making o preliminary
analysis of the problem. ol wdustng finns and whentifyig the consalting firms that
can perform the reqnred services. The cost of the diaggnostic sevices are shared by
the banks and the industrial finns,

FICITEC s cuncutly prepanng o study and register of consuitants m Colombia.,
which, when completed could be a1 significant part ol anmtevrated Latin American
registry of consnltants. The Colombian study and FCRIStIY represents an altempt to
identify skills, experience and types of firms. and (o classity the work they are
performing. Some 120 consulting firms have been identified, 5 per cent of which
were established in 1950: {0 per cent in 1960 and K5 per cent in 19685,
Approximately 12 finms are etiectively domg management consulting, About 80 per
cent of all the consulting work is in economic feasibitity studies tor the purpose of
justifying financial loans. Little true scientific management consulting is being done.

The government demand for consulting has not been of major importance, and

he_consulting firms have had little opportunity 1o work with large industrial firms.
This i priarily because these firms have large staffs who perform this work. While

these firms usc Tonsyltants. the consulting firms are usually given too short a time to
do a good job and tiwus ' 0Or repute.

The small and medivin-size industimm~agcems usually fall into three major
categories: ~__

Companies with 1o budget, no accounting system, we production plan and no
production control:

Companies possessing budgets. accounting systems. production plans and
production control systeis, but poorly organized so that their programmes,
plans and systems are ineffective: and

Companies better organized than those above, but senerally headed by poorly
trained personnel.

The study analyses the conditions in the industrial firms considered in Colombia,
such as the lack of good layout, the lack of valid studics for marketing and product
development, poor production control or none at all, and luck of quality and cost
control systems.

Consulting firms in Colombia have problems in finding experienced personnel
and also suffer the normal problems of such firms in personnel training and high
personnel tumover because many consultants join the operating firms.

While the study being prepared by FICITEC is limited by the fact that only a
relatively sinall percentage of the industrial firms can be serviced by management
consultants, it is nevertheless opening doors for private consulting firms and
performing a worth-while diagnostic service. This study is accomplishing in Colombia
what UNIDO proposes should be done throughout Latin America.
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The development of 2 management consulting service
for in‘iustry in Uruguay

While the climate for private consultants was inappropriate three or four years
ago. executives are increasingly aware of the need for consulting assistance. with the
result that several individual firmes have been established m the past two or three
years. Most consultants fack sufficient work. and few of the consulting agencies have
a very broad capability so that several firms must combine their professional
capabilities to furnish consulting services in broad fields.

The individual cliem firms. and groups of firms as well. request consulting
assistance. Probleins must be solved at the highest possible level the sectoral level if
possible. Problems involving the detection of needs for improved technology in a
given industry can be solved at a sectoral level where they can be considered on a
more rational basis, assuming that adequate financing is available. Uruguay has a
diagnostic service which takes problems to consulting firms and helps to analyse
them. Such diagnoses arc now being made, for example. in exporting. However,
diagnostic services are generatly not readily accepted at the present time.
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