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Abstract

Several Hungarian SMEs are facing problems using management methodologies. The goal of the research is
to analyze the Hungarian management consulting market based on two previous Hungarian surveys. Strategic
management consulting is one of the most important management consulting topics. The purpose of this
research is to understand the Hungarian strategic management consulting market better. Two surveys are
compared with each other and the size of the Hungarian strategic consulting market is calculated based on
these secondary data. Trends and problems in the industry are also described briefly. The results of this
research contribute to better understanding of the developments happening in this industry.
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Introduction

Most of Hungarian businesses are small and
medium enterprises which were founded after the
change of the regime in Hungary in 1989. The
problem is that many of these companies grew in
the last decades solely by the professional
knowledge and personal connections of their
founder and owner lacking the appropriate
knowledge of management sciences. There is an
urgent need for these companies to develop their
management skills and use up-to-date strategic
management methodologies to be able to develop
further and increase their competitiveness. The use
of strategic management consulting can help these
companies to achieve their goals.

The purpose of this paper is to describe the
Hungarian strategic management consulting
market. Several Eastern European countries are in
a similar economic situation, where small and
medium enterprises are facing similar problems as
in Hungary. This research gives an opportunity to
better understand one of these markets: the
Hungarian market.

The object of the research is to analyze the
Hungarian strategic management consulting

industry after a brief introduction of strategic
management consulting as a service. There is not
much detailed information available on this
market. The research estimates the market size and
shows the market trends of the Hungarian strategic
management consulting sector. The research
questions are the following:

1. What is the market size of the Hungarian
strategic management consulting market?

2. What are the main trends in the Hungarian
strategic management consulting market?

The article shows up-to-date data by a
comparison of previous surveys and gives an own
estimation of the size of the Hungarian strategic
management consulting market.

Tasks of the research is to describe strategic
management and differentiate it from strategic
planning. This literature review consists of
publications in strategic management. The paper
shows what strategic consultants are doing and
which are the main problems they are facing. The
main part of the research is to reanalyze previously
published data. Two third-party researches are
shown and analyzed according to strategic
management consulting.
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1. The importance of strategic
management

Traditional method of strategy development is
strategic planning which is the 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). Strategic priorities are important
issues (Chivu, 2019). There is a need for strategic
planning to access or develop markets (Angeloska-
Dichovska & Mirchevska, 2017). The external
environment changes are happening so rapidly
nowadays that the changes in the environment have
to be taken into consideration as well. In modern,
dynamic, environments, strategic management is
becoming more vital for firms than ever before
(Bao, 2015). This evolved strategic planning into
strategic management (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 management and other functional areas
of the company (David & David, 2015). Strategic
managers have to lead, communicate, encourage
and influence to influence the expected outcomes
(Rosenzweig, 2013).

Knowledge economy is reshaping businesses
(Hadad, 2018, Bratianu, Prelipcean, & Bejinaru,
2020). A great strategy can be a good start for a
business, but it does not mean that this strategy is
easy to follow and the company will be competitive
just by using appropriate planning techniques, such
as the Interpretative Structural Modeling (Susilo,
Ciptomulyono, Putra, Ahmadi, & Suharyo, 2019).
Implementing is a very important issue but
unfortunately most companies struggle with
implementation (Neilson, Martin, Powers, 2008).
Strategic management emphasizes long-term
performance over short-term. There is a need of
sustainable investments strategy (Popescu, Andrei,
Nica, & Panait, 2019). 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,
Hoffman, & Bamford, 2017) and satisfy critical
success factors (Jelaca & Boljevi¢, 2016).

Most of the companies are unable to implement
their strategies. The reasons can be the following:

» Awareness: 95% of the typical workforce
does not understand the strategy.
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» 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 (Renaissance &
Business Intelligence, 1996).

A survey involving 354 company executives
shows that the leaders of companies consider one
of the most important business challenge is how to
implement their strategy. Leaders noticed this issue
and many of them started initiatives to better
formalize and implement the company strategy

(Provice, 2017). A wvast majority, 70% of
companies with formalized strategic
implementation processes, have better

performance than companies not using these
management practices (Provice, 2017). An
accurate perception of the environment is crucial
for implementing strategies (Molina, del Pino, &
Rodriguez, 2004, Pham, Phan, Tuckova, Vo, &
Nguyen, 2018). 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, Merrill, & Merrill,
1994).

Strategic planners are those people in an
organization who are specialized on ensuring the
organization to develop and implement an
appropriate strategy. Strategy is developed in
consensus of the strategic planners and the
management of the organization. After the
strategic plan is ready it has to be widely
communicated within the organization. (Arnold &
Bernstein, 2006). There is a need to plan and
implement a strategic communication to achieve
the company’s mission and overall strategy
(Mitrovi¢, 2019). If the organization emphasizes
the strategy consequently in its decisions the
strategy will most probably be implemented.
(Amold & Bernstein, 2000).

2. The role of strategic management
consulting
The strategic orientation of the management of

companies in accordance with the modern global
trends is inevitable (Milicevi¢, Backovi¢,



Sofronijevi¢, 2015). The “product” of consultant
companies is the 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. The future success is important, but
the previous knowledge of consultants may 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 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). Organizations are facing potential
hazardous events (Paunescu, Popescu, Blid, 2018),
such as the current COVID-19 situation.
Companies with deteriorating results, in crisis or
near crisis may need the help of such consultants.
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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 identify the
goals well but they are unable to implement the
strategies leading to them (Kubr, 2002).
Furthermore, in a turbulent environment the
strategic planning process is needed to be
supplemented with a dynamic strategic issue
management system (Perrott, 2011).

Strategic management 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 the
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 (Hovéanyi 1997).

Table 1 Goal and functions of strategic planning

Goal and function of strategic planning

Description

Proposal

Informing the top management of the proposed strategic steps
with the help of analysis.

Determinate course line

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 or hybrid of the two.

Motivational paradigm shift

Raising provocative business ideas and motivating managers to
differ from ordinary strategies and tactics.

Analyze strategic business information

Analyzing information to help the work of the top management.

Encouragement and motivation

Persuasion of the affected groups within the organization and
motivate them to use business ideas.

Provide intellectual property to business decisions

Creating of databases and make analysis to support
management decisions in mainly those cases which are
important by a strategic view (e.g. company mergers and
acquisitions).

“Think tank” or inexhaustible storehouse of ideas

Creating of analysis and definition of statements to solve
business problems.

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

Strategic consultants concentrate on the five
main subjects of the strategic consulting process as
shown in Figure 1.

Source: Arnold & Benstein 2006, p. 94.

Any consultant service includes changes in the
organization — regardless of whether it is strategic
plan or business process reengineering (Maira,
2006). Consultants need to apply change
management methods, but even with proper usage
of these methods there can be no guarantee that the
proposals of the consultant will work. Biech
suggests that consultants should offer 100%
money-back guarantee for the work done (Biech,
2006). This is more risky for the consultant but
reduces the risks of the customer.
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Strategic management consulting concentrates
on five main subjects that is illustrated in Figure 1.

v

Resources

’

Results Systems

» Man

Goals

agement <

Figure 1 Five main issues of strategic management consulting
Source: Hovanyi 1997, p. 68.

Ordinary company resources are capital,
technology, human resources and natural
resources. Using a modern view these resources
can be extended by six further resources: (1)
information, (2) innovation potential, (3)
coordination, (4) intangible assets, (5) fit in the
vertical value chain and (6) time (Hovanyi, 1997).

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.

Consultants should help to develop the
company in measurable results. The quantified
results can be considered the most important which
may be included in the company balance sheet and
income statement. Key Performance Indicators
(KPIs) are monitoring the success and in modern
companies they also proactively drive it (Schrage,
2019). Results are directly connected to the goals.
Managers should have specified goals for the
whole company and for the company subsystems
as well. Goals may affect the environment of the
company as well: some organizations have social
goals to achieve next to their internal goals
(Hovanyi, 1997). Digital orientation undoubtedly
became part of modern strategic management goals
(Fosi¢, Trusi¢, & Sebalj, 2017). The digital
transformation needs proactive leadership (Konti¢
& Vidicki, 2018).

Strategic consultants should help the company
to develop competitive advantages. This can be
based on company resources, systems, goals,
results or leadership. The realized competitive
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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 permanent (sub)systems. The
developing costs of the skills causing competitive
advantages should be low compared to the positive
outcome of these advantage (Hovanyi, 1997).

3. The strategic management
consulting market in Hungary

Most of the information available is about the
whole Hungarian consulting market. There is a
lack of detailed information on the strategic
management consulting market. To describe the
state of the strategic management consulting in
Hungary in this section, I compare two surveys
(Poor 2014, 2015) and show the available
information on the market size which makes it
possible to estimate the size of the strategic
management consulting market in Hungary.

The total market size of the management
consulting market can only be estimated. An
estimation based on the members of the Hungarian
Association of the Management Consultants
(called VTMSZ) is that the total consulting market
is about 50.000.000.000 Hungarian Forints (which
is about 160 million Euros calculated by the
average 316.5 HUF/Euro rate in 2015). (MNB,
2015) From this value  approximately
23.500.000.000 Hungarian Forints (about 74.2
million Euros) is the market of management
consulting (Vicze, 2014).



Most of the VITMSZ member companies are
small, with less than 10 employees. VTMSZ
member companies cope with minimum three
consulting topics (Vicze, 2014). Consulting
companies coping exclusively with strategic
management problems are very uncommon in
Hungary.

In the following part two surveys are shown
with the goal to reanalyze their data and show
trends over time. The survey of Szent Istvan
University and the Consulting Roundtable shows
the occurrence of different types of business
consulting. There were 150 questionnaires
answered by Hungarian companies in this survey.
Each company could give up to three answers
regarding its activities. The most common business

Operation and organization
Project management

Strategy
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consulting activities are operation and organization
(56.67%), project management (50%) and strategic
management consulting (42%) (Podr, 2014).

This survey indicates that the most common
operations 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). Participating companies in the survey
were asked about which consultancy field is
increasing or decreasing by their own estimations.
The use of the consulting services show that
strategic management and HR consulting activities
declined mostly. This probably indicates that the
market of these consulting services became
saturated.

I G . 6 7 %
I 5 0%
I /2 %

HR I 2).67%

Change Management

I 0 1.33%

IT I (0%

Systems development and integration
Coaching

Knowledge Management
Teamcoaching

Outsourcing

Crisis Management

Others

0%

10%

I 4%
I (0.67%
I 3%

N 4.67%

. 4%

W 237%
I 4%

20% 30% 40% 50% 60%

Figure 2 Most common business consulting activities in Hungary in 2014
Source: Podr 2014, p 10.

A similar survey was done in 2015. 130
companies participated in this survey. Hungarian
companies could give up to three answers to the
most common consulting activities used. 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 frequent
consulting services in Hungary are operations
(20%), strategy (15%) and project management
(15%). The order is similar to the survey of 2014
(Poor, 2015).
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Operation and organization NG 0%
Strategy I 5%
Project management I 15%
Change Management I 11%
HR I 11%
IT I 7%
Knowledge Management I 6%
Systems development and integration I 5%
Outsourcing 1 2%
Crisis Management M 1%
Others I 7%
0% 5% 10% 15% 20% 25%
Figure 3 Most common business consulting activities in Hungary in 2015
Source: Podr 2015, p. 8.
Based on the survey, strategic consulting survey. The results confirm the prediction of the
includes development of strategic planning, 2014 survey: strategic management consulting is

mergers, acquisitions, sales and marketing, so
overall strategic management.

To answer the first research question we need
to compare the 2014 and 2015 surveys. The
surveys are not directly comparable,
recalculated the 2014 survey results to relative
values such as the data available from the 2015

Operation and organization

Project management

Strategy

HR

Change Management

IT

Systems development and integration
Knowledge Management

Outsourcing

Crisis Management

0%

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

so I management and knowledge management
increased the most.
1
1
I
I
I
I
I
|
-
-
5% 10% 15% 20% 25%

2015 m2014

Figure 2 Most common business consulting activities in 2014-2015 in Hungary
Source: Own calculations based on Poér, 2014, 2015

Based on the Hungarian market size estimation

strategic management consulting market in

by Vicze (2014), we can calculate the size of Hungary. By calculating with 15% market share of
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the total market, the size of the strategic consulting
market is 7.500.000.000 Hungarian Forints (which
is about 23.7 million Euros). This gives answer to
the second research question.

Strategic management 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
best known traditional consulting companies in
Hungary are Synergon, Ernst & Young, KPMG,
Deloitte (Martonffy, 2009). There are small private
companies and consulting entrepreneurs as well on
the market. Gabor Kornai, the owner of AAM
Consulting states that the hourly fees of consulting
can be very different. Strategic management
consulting has the highest hourly fees which can be
around 300 Euros / hour (Martonfty, 2009).
Subsidiaries of the “big four” consultant
companies can use even higher hourly fees. This
allows the smaller-sized consulting companies and
individual consultant entrepreneurs to gain market
share. As there is no real guarantee on the
proposals given by consultants, trust and previous
experience is a major issue.

Conclusion

The research had a goal to estimate the size of the
Hungarian strategic management consulting
market and show which are the main trends in this
consulting sector.

There is a wide variety of companies offering
management consulting in Hungary:
entrepreneurs, small companies and the “big four”
consulting companies are present on the market.

Most Hungarian consulting companies are
offering several different services, typically at least
in three different topics. Strategic management
consulting is a relevant topic in management
consulting services as the surveys of 2014-2015
indicate. Trends show that the market share of
strategic management consulting decreased lightly
from 15% to 14% in one year to 2015. This does
not affect the fact that strategic management
consulting still remains one of the leading
consultant topics. In 2015 it is the second most
used consulting service in Hungary after operation
and organization consulting. The market size of
strategic management consulting was estimated in
this research. It is approximately 23.7 million
Euros (equaling 7.500.000.000 HUF) in Hungary
in 2015.

Researches show that strategic management
consulting is one of the best paying consultant roles
with the highest fees. The market share of big
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multinational consulting companies is high, but the
high fees create market demand for smaller sized
consulting companies and individual consultants
offering cheaper prices. As there is no guarantee
for the success of the consulting services trust and
previous experience is an important decision factor
for customers.

In the next few years we can expect changes in
the focus of the business consulting in Hungary.
While several topics are expected to remain
important, such as the operation and organization
consulting and the project management consulting,
some other consulting fields are expected to gain
market share. With the wider spread of
digitalization among companies the role of IT
consulting is expected to increase. The use of new
IT-based business models highlights the
importance of strategic management consulting.
The COVID-19 pandemic can bring the
strengthening of crisis management consulting.
Local production may become preferable
increasing the consulting needs in outsourcing or
insourcing topics. However, the increasing demand
in several consulting topics can be easily
overwritten by a worldwide crisis situation. The
whole business consulting market may face a crisis
situation because of the COVID-19 pandemic,
similar to the situation that happened after the
financial crisis began in 2008 51
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