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Consulting the
Consultants—
USING EXTERNAL SERVICES
STRATEGICALLY
B Y S TA C Y E . KO VA R , C PA ,

AND

E L A I N E G . M AU L D I N , C PA

External services are part of the professional accountant’s toolbox for achieving organizational
goals, but approaches to the use and purchase of such services vary dramatically. Last year, armed
with financing from the IMA Foundation for Applied Research, we hit the road with one question
on our minds: “How do finance professionals choose, manage, and use external services?” We
focused on assurance services—broadly defined as those that increase the quality of information.
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As Table 1 shows, we garnered descriptions of
274 specific examples; some of these services
were provided externally or co-sourced, and
some were provided internally. Categories of
services range from accounting services to
tax to performance measurement and
process management, and they were performed by accounting firms of various
sizes—from the Big 4 to smaller firms—or
by consulting firms both large and small.
Going into the project, we knew the
textbook answers about why companies
use these services: Consultants and other
assurance providers help supply expertise
when internal capabilities are lacking. They
provide qualified staff when projects are
on a tight schedule, and they are particularly useful for one-time projects where
mustering the internal resources would
mean taking them away from other,
mission-critical activities. Based on our
interviews with 30 CFOs and high-ranking finance
professionals representing a variety of publicly
traded companies (see Table 2 for a profile), we
suggest that the sourcing of assurance services
requires deeper thinking. Careful attention to your
unique needs is important to realizing full value from
external services.
Our interviews also confirmed that many companies
groan at the challenge of managing relationships with
consultants to gain the desired outcomes. As one CFO
put it, “…the consultant you dislike the most is the one
you have most recently dealt with.” By recognizing your
needs and carefully managing your relationships with the
consultants, you can get strategy-enhancing results at a
justifiable cost. In this article, we share what we’ve
learned from the interviews about best practices both in
terms of reasons for using external service providers as
well as tips for selecting and managing consulting relationships to obtain maximum strategic value.

varied significantly among organizations and may
change over time. As one interviewee put it, “Again,
it will be forever a debate as to do you have that
expertise in-house or do you go outside? And
we still debate that periodically.”

Staffing Flexibility
Sometimes projects just require extra
bodies that can’t be mustered internally,
usually because the company doesn’t have the
scale in a given task to make it cost-effective
to do it in-house. As one CFO put it, “We can
get one of their better IT people for a fourweek project, and we pay for four weeks and
then send them home. If we had anybody
with that level of capability, they would be
making a couple hundred thousand dollars a
year, and we couldn’t keep them busy.”
Staffing flexibility isn’t limited to one-time
short-term projects. It can be useful for
longer-term performance as well, especially in
areas where needs aren’t constant throughout the year.
For example, one company regularly uses external consultants for about 40% of its IT workforce, easily
increasing and decreasing the size of the staff as needed
to ebb and flow with projects. Staffing flexibility is a particularly strong advantage for spin-off companies that
start with a core business and operational employees but
have little infrastructure or support staff. Here, external
services provide basic capabilities quickly. One CFO said,
“More or less, the culture of the company was ‘We are not
going to staff it, we’ll outsource it,’ and that is kind of
what we have done.”
Even if the necessary internal resources are available
and might be diverted, sometimes companies find it isn’t
strategically sound to do so. As one CFO explained, “We
have to look at the availability of those in-house
resources and what the benefit is from the project that
they are working on versus an alternative project.”

Expertise
REASONS FOR USING CONSULTANTS
While most interviewees prefer to build internal capabilities, all use external services. Four significant benefits
emerged from our interviews: staffing, which was by the
book; expertise, but in a more complex manner; and
change management and objectivity, which definitely
aren’t textbook reasons.
In addition, interviewee perceptions of these benefits
S T R AT E G I C F I N A N C E
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We weren’t surprised that the number one reason for
using consultants was to obtain their expertise. More surprising was the variety and complexity of the types of
expertise desired. Let’s look at the various ways that consultants provided expertise.
Doing Very Specialized Work. Consultants are great at
providing specialized expertise in areas where you don’t
want to invest time or where change is frequent. For

Table 1:

Profile of Assurance Service Examples
Source of Assurance
INTERNAL

EXTERNAL

BOTH1

CO-SOURCE

TOTAL2

21 (70.00)

11

21

2

1

35

Compliance

4 (13.33)

3

0

0

2

5

Human Resources

8 (26.67)

4

6

1

1

12

Internal Audit

26 (86.67)

17

3

0

6

26

IT

23 (76.67)

13

21

0

5

39

Legal

14 (46.67)

5

6

0

2

13

Mergers and Acquisitions

17 (56.67)

11

10

0

4

25

Marketing

9 (30.00)

2

7

0

1

10

Performance Measurement

9 (30.00)

4

4

0

4

12

18 (60.00)

8

16

0

3

27

4 (13.33)

0

4

0

0

4

30 (100.00)

12

6

2

10

30

9 (30.00)

6

3

0

2

11

20 (66.67)

6

19

0

0

25

102

126

5

41

274

ASSURANCE CATEGORY

Accounting and Finance

Process Management
SAS 70
SOX
Strategy
Tax

# (%) OF COMPANIES

Total
1 At different times.
2 One firm may have multiple instances of a given type of assurance.

example, our interviewees used consultants four times as
often as internal staff for tax specialty work, such as international tax. Specialized expertise generally comes from
the consultants’ larger staff with deeper training in some
complex tasks. One CFO described the advantage of outsourcing internal audit services as, “…they have experts
in various areas so that if you want to look at a particular
leasing issue, for instance, they have experts in the leasing
area, some in mortgage, some in looking at derivatives,
etc….So, I just wouldn’t want to hire all those expertise
experts in-house.”
Providing Training. A surprisingly large number of companies (about 25%) used consultants to provide training.
Some hired consultants specifically to conduct management training on topics like strategic planning. For others,
the training was more implicit. For example, one interviewee explained, “We decided to hire somebody, but we only
kept them for a few months. We absorbed all the knowledge we could get out of them, and then we were like,
‘OK, I think we can do the rest on our own, thank you.’”
Providing Knowledge of Other Companies. Sometimes
expertise was desired because external consultants can

develop information that can’t be developed internally.
For example, one firm created substantial cost savings
using benchmarking data for a new
internal service center. The consultant provided data to compare
across many industries, as well
as guidance on commonly used
metrics and targets—all information the company didn’t have
the access to develop.
Related to benchmarking but more
general, 40% indicated they benefited
from the knowledge that consultants
bring about what
other companies
are doing. Reflecting this common
attitude, one interviewee said, “That’s
November 2007
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where I think an outside firm can add some real value
because they have the benefit of looking at a variety of
firms through their ‘reach.’” Of course, some companies
have less of a need for this knowledge.

Profile of
30 Sample Organizations
Table 2:

NUMBER

PERCENT*

Under $100 million

3

10.00

$100 million – $500 million

4

13.33

$500 million – $1 billion

4

13.33

$1 billion – $5 billion

10

33.33

$5 billion – $10 billion

5

16.67

4

13.33

Managing Change
Change management was another important reason why
some companies used external consultants, though not all
agreed that this is a good idea. First, consultants bring the
necessary manpower to make sure a project gets off the
ground. Internal resources might not start new projects
because, as one interviewee said, when “people have their
heads down under the green eyeshade and [are] working
like mad every single day, you sometimes don’t have the
chance to look beyond….”
Though using consultants to provide the manpower to
effect change isn’t controversial, some companies also
regularly brought consultants in to help spark commitment to a change. On this issue, companies held strong
opinions one way or the other. On the pro side, consultants can serve as a good foil when an unpopular change
is needed. For example, one CFO involved in a complete
redesign of all of the company’s reporting needs
explained, “We did need that independent source to be
able to say to some of the data-greedy executives, ‘You
know what? You don’t really need all of this….’ I think
that helped a lot to sell to some of the senior managers
that maybe we should try something different.”
On the con side, some companies believed that change
management is strictly an internal management task:
“…What you get paid to do as management is effect
change. I mean, if you have to bring people in from the
outside to effect change, then something is wrong….We
have changed a ton of stuff about this business, and it is
not that hard. It is called being diligent; it is called staying
on top of it….”
In addition, the consultants may not find what you
want them to find. For example, one CFO brought in
consultants to confirm that the internal audit function
wasn’t using the most current practices. Instead, the consultants found that the organization was pretty close to
the norm.

Independence and Objectivity
Having approached the idea of assurance services from a
CPA-provider perspective in previous research, we
expected consultants to be valued for the independent
opinion they provided to external parties, whether it be
for the board of directors, external auditors, potential
34
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Sales:

Over $10 billion

100.00

Industry:
Manufacturing
Transportation, Communication,
Wholesale Trade
Finance and Services

15

50.00

4

13.33

11

36.67
100.00

Stock Exchange:
NYSE

17

56.67

AMEX

1

3.33

10

33.33

2

6.67

NASDAQ
Public Debt only

100.00
*Percentages are rounded.

shareholders, or regulators. With a few exceptions, we
found independence was not considered an important
reason for using consultants. Certainly, SAS 70 work
requires independence. Other than that, however, only
four companies indicated independence as a reason for
using external providers—primarily for accounting valuation or SOX documentation. More frequently, in these
areas, an external source was used to provide assurance
that all was right, to leverage with the external auditor on
a particular issue, or simply because the organization was
unsure of internal expertise.
On the other hand, for a wide variety of services, external consultants were valued for their objectivity. Our
interviewees noted that consultants are able to come in,
look at things from a different angle, and aren’t subject to

resistance to change, preexisting notions, or overconfidence. But objectivity has to be balanced with the need
for a deep knowledge of the business that is generally
found only internally. For example, one interviewee
explained the importance of using external consultants to
get an unbiased opinion about the market potential for a
new idea, while another made it clear that they would
always perform this work internally because of the keen
need to understand the customer, products, and capabilities of their organization.

MAXIMIZE VALUE BY MANAGING CONSULTING
RELATIONSHIPS
Regardless of the benefit, using consultants strategically
requires both careful selection and management of the
relationship once the engagement begins. The textbook
approach to selecting the consultant is to identify your
needs, issue a request for proposals, invite firms with
expertise, check references, compare costs, and make a
selection. A number of CFOs we interviewed
have made this textbook process work exceptionally well. This typical process, however,
fails to capture some important best
practices that helped our companies
maximize the value of consulting
services. Three guiding factors common to the most
successful ventures are:
◆ Cost isn’t always a main
factor,
◆ Building relationships
is key, and
◆ Make sure you are in
charge.

Cost Isn’t Always a Main Factor
Only about 50% of the interviewees mentioned costs as a factor in the decision
whether to use external or internal resources, and even
these interviewees looked at costs differently. For example, one CFO suggested that “…typically when you go
outside of the company, especially for highly skilled stuff,
you are going to pay two to four times what your own
internal cost is.” Several other interviewees looked at the
cost of hiring highly skilled staff in situations where
turnover was likely and the supply was short and decided
external resources were less costly. Still others indicated
that, despite the fact that a specific, narrowly defined
project might cost less using external resources, they may

spend more to hire an internal person because of the
long-term value that could be added above and beyond
the initial project. This logic was often used to justify
increasing in-house internal audit staff, where SOX might
be the necessary initial project but operational audits
were the long-term activity that produced sufficient value
to add staff. As one CFO stated, “Instead of paying someone $125,000 for a month of work, why not go find
somebody for $125,000 and have them year-round to do
that work and maybe to do something else with them,
too?”
Cost was surprisingly even less of a factor in the selection of an assurance provider. In describing choice criteria, only seven companies indicated cost was a factor. One
interviewee stated it in terms of value
added: “Obviously if we think there
is more value being added, we are
more concerned about expertise and
what they are bringing to the table.
From that respect, [we] may be even less
sensitive to price.” In short, once they decided to use an external assurance provider,
most companies pretty much focused on
other factors.

Building Relationships Is Key
If costs weren’t the deciding factor, then what was? The clear
answer is relationships. Generally,
relationships mean that you, as a
purchaser of services, can be sure
that the provider understands your
needs and can deliver on them. Relationships
alone were often enough to get a smaller project
without a formal process. For large projects,
relationships were important to make it on the
short list. While 73% of the companies used a
formal selection process, it was very different
from the formal RFP processes used for buying hardware
or software or doing construction. Instead, the key was
getting to know the people who would be working on the
project and testing their understanding of the company’s
goals and expectations, generally through a detailed interview process.
While most relationships evolved informally—for
example, because the consultant had done work for the
company previously or because an employee of the company had once worked at the consulting firm—some
interviewees used more formal methods for building relaNovember 2007
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tionships. One firm that used a large number of consultants reported giving small projects to individuals who
had never worked with the company before and then
using performance on these projects to determine future
work. Another CFO went to great lengths to maintain
relationships with the Big 4: “I’ll tell you the way we do
that is, it takes a little bit of a commitment, but I am having meetings and luncheons all the time with people like
[partners at the Big 4 firms].”
These more structured methods for developing relationships assure a wide variety of options are available at a
moment’s notice. This is possible with informal networks,
but companies found it was more certain when they used
a purposeful approach. Many companies noted that by
maintaining relationships with several providers, they’re
more likely to find a provider that can meet their internal
time constraints during times of high demand for external
service providers. Plus, the availability of a formal network
gave them more leverage when negotiating.

Make Sure You Are in Charge
Getting what you want, rather than what the consultant wants you to buy, was clearly something
that many providers focused on during the selection process. As one interviewee stated, “And you
know the whole story is that the consultant’s first
mission is to come into the client to get the
next assignment….People are really kind
of trolling for what is next and ‘how
can I keep myself engaged and
billing hours here.’ So they are not
very popular.”
Building long-term relationships is
one important way to remove the
salesmanship because both parties have
a greater stake in producing long-term
results. Dealing with new providers, however, is still sometimes a necessity. Making sure communication is a two-way
street, especially during the selection
process, is the key to success. Those
who were most happy with their
results were the ones who forced the
providers to explain their capabilities and then matched those to
clearly identified goals. The same
interviewee who described regular
meetings with Big 4 partners also holds monthly
lunch meetings to find out the areas in which the con36
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sulting firm has a strategic edge and how they can add
value: “…And then in trade I will tell them what is going
on in the company and where we have a specific need.
But it is in that order because what you want to avoid is
me saying ‘Here is what our need is’ and them jumping
all over that saying ‘Hey, you know, as a matter of fact,
that is exactly what is going on for us.’”
Salesmanship wasn’t the only marketing strategy that
provided challenges. There also was the bait-and-switch
trap, where a knowledgeable partner contracted for the
work but newbie staff members did the work. Careful reference checking and making sure you deal with the individual who will provide the service, even during the
initial selection process, is the key to avoid falling prey to
this common trap.
Some interviewees, however, were less concerned with
the individual doing the work, feeling comfortable
instead that they knew the firm they were dealing with.
All seemed to have a keen understanding of how to navigate the firm’s processes and politics. When faced with a
poor-performing staff member, for example, they
knew whom to contact to remove the person, and
they didn’t hesitate to do so. This comfort level
may come from previous work experience in a
similar firm or from having a consultative internal
process similar to that of the firm with which they
were working.
Getting what you want goes well
beyond the process of selecting the
right provider. One CFO gave an
excellent example of being in charge
of what takes place in the engagement
by subdividing projects: “…It was a
$250,000 project, and I said ‘Okay, let’s
do it in phases: one, two, three, four.’
That is how I like to buy that type of
service. If at the end of phase one I
get the joke, okay; I understand all of
the buzzwords and all of that stuff.
If I understand it and then I can
implement it myself, I’ll do it
because my people will own it a
lot more if I do it than…if I
bring in [a consulting company] to do something.…So we
turned the $250,000 to
$300,000 project into $50,000 or
$60,000. Usually if you give us the scoping
phase and give us some tools, we are done.”

For longer-term projects, careful contract negotiation
assures that needs are specified, but it also can be a means
for leveraging power over the external consultant. One
company used periodic contract renegotiation as an
opportunity to assure that it had fully identified the
goals of the relationship, to lay out new benchmarks for performance, and to assure that
the provider was delivering state-of-theart service. This strategy is also valuable in continuing engagements with
firms where an informal relationship
exists. Bringing in other firms for
RFPs is also important. As one CFO
explained, “We are trying to keep
[them] on their toes, too, in terms of
[if they are] showing us the best information they can and being proactive in
addressing it.”
Another important tactic is making sure
there’s an internal process owner with a
significant stake in the outcome. For
short-term engagements, process ownership means having a point person on staff that
knows something about the content involved and can
manage the work of others. For example, one CFO stated
that “they report to me on at least a weekly basis on the
progress, issues, and items that they have identified.”
For longer-term engagements, this almost always
means making a full-time person with the company the
top person in charge of the job. This person should be
part of the management team. This ensures that they not
only bring process ownership but that they also fully
understand the business needs and can help assure topmanagement support and understanding.
“We always manage our projects internally.…We want
to capture the knowledge, so the only way to do that is to
take our permanent regular employees [and] put them on
the project; they benefit from all the project experience
and then go back to their job a more enriched employee
than when they left.”

RECOGNIZING YOUR OWN NEEDS
In the end, managing external consultants requires careful attention to the textbook approaches but even more
careful attention to your unique needs. Risk assessment
and strategic planning can help identify where assurance
can provide value, identifying staffing and expertise
needs. An assessment of your organization’s strengths and
weaknesses, however, is necessary to identify when you

may, or may not, obtain more intangible value from using
external services. For example, realizing there are weaknesses in your organization’s ability to manage change
and develop internal expertise through training may
identify additional benefits that can be gained by
using consultants. Further, delving even
more deeply into your own style,
strengths, and weaknesses when managing relationships will point to the key
processes you may need to work on to
get the most value from your consulting
relationships.
The contrasting attitudes toward consultants demonstrate the wide variety of
approaches, pointing to the importance of
self-reflection, knowing what you want and
need, and tailoring relationships to fit this.
The first attitude goes something like this:
“They interview everyone, [then] give
you back your own ideas plus objectivity
and understandability. They do this in a
consolidated way that makes it easier to
get to a decision and get the project done.
This is sometimes what we need.”
The second reads more like this: “If you are engaged in
your business, you know your business. If you read
about your business, you understand the industry, and
you stay in touch with it. You don’t need some 29-yearold kid to come in and tell you something you already
know yourself.”
Despite these differing attitudes, both of these interviewees used external consulting services very effectively, just
in very different ways. ■
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