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THE CPC FOR MANAGEMENT AND BUSINESS CONSULTING SERVICES

IMPLEMENTATION OF THE CPC FOR MANAGEMENT CONSULTING SERVICES
INTRODUCTION

1. This paper proposes amendments to CPC 865 - Management consufting services and
CPC 866 - Services refated to management consulting, the primary outputs of ISIC 7414
Business and management consulfancy activities. These recommendations are based
on the findings of two projects in which Statistics Canada has been involved,

2. The first project consists of two pilot surveys’ of the Canadian management
consulting industry (SIC 7771). The Canadian industry is more narrowly defined than
ISIC 7414 but these pifot surveys have nevertheless provided an opportunity to test the
reievance and applicability of CPC 865 - Management consulting services.

3. The second project is a joint effort by Stalistics Canada, the US Bureau of Census
and Eurostat which consists of concording the CSIC, USSIC, ISIC and NACE. This
project has resulted in a more precisg definition of the boundaries of ISIC 7414, and
implicitly, in the identification of additional services provided by the organizations
classified to that industry.

4. The findings of the pilot tests are discussed first, followed by a discussion of those
of the joint concordance project. Sorne recommendations for changes to the CPC follow,

1989 PILOT TEST - BACKGROUND

5. The current management consulting CPCs were proposed by Canada in the early
stage of the development of the classification. The proposal was largely based on a
literature review, although some consuifation with industry representatives had been
conducted at that time. The classification emphasizes the different lypes of expertise
(types of issues dealt with in assignments) provided by management consulting firms.

6. Further consulfations were conducted with industry and - policy department
representatives prior to the first piiot survey . There was general agreement with the
proposed classification approach. It is worth nating, however, that the industry was
more interested in information refated to international trade and to the industry's client
base and occupational mix than in information related to the industry’s services.

' Qne for reference year 1389, the other for raference year 1991.
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7. The first pilot survey had two basic objectives: addressing the industry concems
mentioned above and testing the applicability and relevancs of the product classification

(see annex 1). This report concentrates on the latter issue.

8. The management consulting CPCs were loff unchanged,; a few product categories
which were thought to be important secondary products of the industry were also
included in the survey. The product categories used for the first pilot test and their
relationship to the CPC are shown below.

o R ——————— T
PILOT SURVEY CATEGCRIES CURRENT CPC CATEGORIES

1. PRIMARY PRODUCT CATEGORIES

General Management Consulting 865071 - General management consulting
services
Financial Management Consulting 36502 - Financial management consulting
: services
Markeling Management Consulting 86503 - Markeling management consulling
sarvicas
Human Resources Management Consulting 86504 - Human resources management

consulting services

Production/Operations Management Consulting | 86505 - Production managsment consulting

services
Public Relations 86506 - Fublic refations ~h
Research & Strategy Planning part of 86509 - Othe{ management consulfing
___Services, n.e.c.
2, SECONDARY PRODUCT CA TEG;RIES
Information Management & EDP Consulting pait of 842 - Software implementation service
Systems Analysis and Programming part of 842 - Software implementation service
I Exacutive Search Services 87201 - Executive search sarvices

Othar

— S

FORM OF ORGANIZATION, STATISTICAL UNITS AND POPULA TION

9. The pilot survey essentially targeted single legal entity organizations primarily
engaged in the provision of management consulting services. This is, by far, the



THE CPC FOR MANAGEMENT AND BUSINESS CONSULTING SERVICES

dominant form of organization in the Canadian industry’. Most of these organizations
operate only one establishment; no attempt was made to survey each establishment of
multi-establishment firms. However, a section of the questionnaire (section 9. Provincial
distribution) was designed lo gather key information from and about mufti-
establishments firms.

10. Canadian industry 7771 - Management Consulting, roughly equivalent to 1SIC 7414 -
Business and Management Consultancy Activities’, was the target of the survey. It
includes approximately 17 000 firms, the vast majority being firms with less than 4
employees. Management companies constitute an important portion of that universe.

11. Although the first pilot survey did not produce data of pubfishable quality®, it did
provide useful information to improve the design of the 1891 survey. It also has
provided an initial indication of the applicability and relevance of the current CPC

services classification for management consuiting.

RESULTS OF THE 1989 PILOT TEST

Management consulting

12, The sample contained 120 management | v, distribution of revenue by service category
consulting firms with gross business income Genoral managemant
of approximately 245 million $§; 77% oOf | Rrancamansgemen
these respondents were single "mm
establishments firms. The responses of | posuson management
these 120 firms form the basis of the first M':rﬁ-hflw
part of this report. assoars & wtosy

System wiysis
13. Thres basic observations have emerged Executie search
from the first pilot lest: oeE— 00

a) A very high proportion of revenues has

? The consulting partnerships of large accounting firms are also important suppliers of management
consulfing services. However, the aclivities of these partnerships are more offen than not integrated with
those of the sccounling services parnerships and thersfore are not conducted in separate

esiablishments.

¥ The test did not inciude agronomists, agricultural economists or managemen! and holding combaniss
because contrary to 1SIC 7414, the Canadian industry does nol include them.

* This industry had never been surveyed in Canada and difficulties have beén oxperiencad in properly

idenlifying the targel population.
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been reported under the general management consulting category. This can probably
be explained by the fact that respondents were not explicitly asked to classify each of
their assignments separately. It is believed that many of those providing advice in more
than one field of expertise have reporfed all their revenues under the general
management category.

b} Most respondents (80%) have reported all their revenues in one category. Here
again, it is believed that the absence of explicit instructions fo classify each assignment
Separately may have had an impact on responses, although there may also exist
significant specialisation within the industry.

¢) The secondary products of the industry, in particular systems analysis and EDP
consulting, accounted for a small share of the respondents total revenues. The residual
calegory, however, accounted for more than 10% of the respondents revenues (the
fourth largest category).

The analysis of the results of the 1989 pilot survey and further consultation with the
industry has resulfed in a redesign of the 1991 survey. The major changes are reviewed
below. -

THE 1991 SURVEY

14. The major changes to the product classification were:

a} The retiting of the general management consulting cafegory to Stratagic
management and organizational consulting’.

b) The introduction of two secondary product categories, Industrial marketing research
studies and Economic and social research.

¢) The merging of the systems analysis and EDP consuiting categofies into one
calegory, Computer services and information systems management consulting.

d} The addition of a category for management services.

The resulting classification and its relationship to the current CPC are shown below,

* This is consistent with a suggestion made by Finfand in an earlier mesling.
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_— "
I 1991 PILOT SURVEY CATEGORIES CURRENT CPC CATEGORIES j

N 1. PRIMARY PRODUCT CATEGORIES

Strategic Management and Pfanning, 86501 - General Management Consulting

Organizational Structure and Review Consulting | Services

Financial Management and Planning Consuiting | 86502 - Financial Management Consulting
Services

Marksting Management and Planning 86503 « Marketing Management Consuiting

Consutting : Services

Human Resource Managenient and Planning 86504 - Human Resources Management

Consulting Consulting Services

Operations Management Consufting 86805 - Production Management Consuiting
Services ]

Revenue from Public Refations 86506 - Fublic Relations ]

2. SECONDARY PRODUCT CA TEGORIES

Other Management Consulting (please specify) | 86508 - Other fmanagement consulting
Services, n.6.c.
f

ndustrial Marketing Research Studias part of 86401 - Markst research services

Economic and Social Ressarch part of 8520 - R&D in social science and
humanitias

Computer Services and Information Systems part of 842 - Software implementation Seorvice

Management part of 841 - Consultancy services refsted lo H
the installation of software

Executive Search Services 87201 - Executiva Search Services

Ravenue from Management Services part of 8660 - Services related to management
consulting

Other Revenve {ploass specify)

— re——

18. A nalure of business section (Section 4, 1991 questionnaire) has been designed
fo improve the identification of sampled firms which do not belong to CSIC 7771.

16. The Revenue by Type of Service section has been redesigned. Rather than simply
providing a list of services for which revenuss are collected, the 1991 Survey also asked
for the number of assignments by lype of service. This approach encourages firms to
classify, and report for, individual assignments (Section 5, 1991 questionnaire). This
strategy is a means to emphasize that each assignment constitutes a service or
transaction. It was hoped that this approach would decrease the number of instances
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where respondents lump their total revenues in a single category.
17. A number of questions have been added at the industry’s request.

a} number of foreign assignmenis (Section 8, 1991 questionnaire).
b} Training and Education expenses (Section 6¢, 1991 questionnaire),

¢) Numbers of accredited and non-accredited management consultants (Section 7c,
1991 questionnaire).

RESULTS OF THE 1991 SURVEY

18. The second test has provided 75
responses covering 13,000 assignments :
which have generated in excess of $138 Management consu!tmg
miflion in revenues. As in the first test g | Y of revenuss & assignmants by service category
majority (76%) of respondents were
single establishment firms.

19. The redesign of the survey has had a
significant impact on the resulls. In
parlicular, the percentage of firms
reporting revenues 0 more than one
caltegory has increased from 20% to
56%.

20. More than half of the revenues were
generated by assignments dealing with :
strategic, organizational, financial and Managerpent oonsultlng
human resource issues. In an * of firms reparting to each service category
intemnational classification, it may be
sufficient o isolate 4 management
consulting categories, these 3 and a
residual category.

21. The residual calegories (Other
management consulfing and Other
revenues) were relatively small in terms
of revenues, suggesting the classification L
adequalely covered the range of services
provided hy these firms. They have been
used, however, by 20% of the respondents.
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22. The residuals categories were quite heterogeneous. They included services such
as telecommunication consulling, health care consulting, government lobbying services,
raflway consulting, grant application consulfing servicas, immigration consulting, and
nternational trade consulting. The test results suggest these sevices are individually
relatively small in terms of revenues; however, the small size of the sample precludes
any definitive conclusion,

23. It is worth noting that secondary production accounted for approximately 21% of the
respondents revenues. Some of the secondary products actually generated a larger

proportion of revenues than some of the primary products. This shows thal much
remains to be learned about service industries and their output mix.

THE JOINT CONCORDANCE PROJECT

24. As mentioned in the introduction, Eurostat, Slatistics Canada and the US Bureau
of Census are currently developing a concordance between the Canadian SIC, the
USSIC, ISIC and NACE. The methodology adopted, which consists of coding
approximately 34 000 activily descriptions to the four classification systems, has proven

very useful in drawing the boundaries of I1SIC categories which can otherwise be opén
fo interpretation.

28. Given that the services part of the CPC is based on an industry of origin principle,
this project can provide useful information its development.

26. The interpretation of ISIC 7414 poses a particular difficulty in that it is essenlially a
residual group. Many business consultancy services are classified elsewhere in ISIC,
the most notable examples being custom, tariff and transportation consutting (1SIC
6309), investment consulting (ISIC 6719), insurance and actuarial consulting (ISIC
6720), real estate consulting (1SIC 7020), computer related consulting (7210 & 7220),
legal consuilting (ISIC 7411), taxation consulting (ISIC 7412), construction, enginesring,
architectural and various other technical consulling services (ISIC 7421), advertising
consulting (ISIC 7430}, placement consulting (ISIC 7430) and interior decorating and
fashion consulfing (1SIC 7499). The working group has interpreted ISIC 7414 to include
all business consuftancy services listed in their data base except those listed above®.
That being said, a complete and unduplicated list of business consulting services
remains to be compiled. ISIC 7414 also covers some, but not all management services.

¢ Work stilf in progress.
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27 The current CPC is weak in this area and the knowledge necessary to articulate a
precise classification is still facking. However, it would be possible and useful to
restructure the CPC fo reflect a few facls emerging from the available information.

a) There are consulling firms which have, and market ,expertise in one or many fields
of the management science (organization, finance, human resource, elc.). By and large,
CPC 865 - Management consuiting describes the type of services provided by these
organizations.

b) There are consulling firms which have, and market, experiise in a particular sector
of the economy or in a subject matter area outside the management field (agricuiture,
{elecommunication, communications and public refations, accommodation and
foodservices, efc.). These firms are classified to ISIC 7414 but the services they pravide
are poorly described in the CPC.

c) There are firms which provide management services to related or third parties. The
services provided by these organizations are poorly described in the CPC.

The next section provides a proposed restructured CPC. Its main feature is that it
distinguishes managemen! consulting (CPC 8685) from other business consultancy
services (CPC 866) and management services (CPC 867). The detailed categories
under the proposed CPCs 866 and 867 are tentative; they were chosen either because
they are explicitly mentioned in the ISIC definition or because there is some evidence
that the service generates, or is likely fo generale, significant revenues in the fufure.
The amount and type of detail at that level of the classification may need adjustments
to take account of national circumstances.
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RECOMMENDATIONS FOR CHANGES TO THE CPC
865 - Management consufling services

8651 - Strategy and organisational consulfing services
8652 - Financial management consulting services

8653 - Human resource management consutting services
8654 - Marketing management consulting services

8655 - Operations management consulling services
8659 - Other management consulting services

866 - Business consulfing services nec

8661 - Agricultural consulting services

8662 - Telecommunications consulting services

8663 - Communications & public relations consulling services
8664 - Arbitration and concifiation services

86689 - Other business consulfing services nec

867 - Management services (excl. real estaie & construction project management)

8671 - Management services to related parties
8672 - Hotel & motel management services
8673 - Farm management services

8679 - Other management services

10



OSLO VOORBURG GROUP MEETING

DEFINITIONS FOR PROPOSED NEW CATEGORIES

I Proposed CPC

Currant CPC

86571 - Sirategy & onganizationat
consutling

86501 - General managemsnt consulting

8652 - Financial management
consulting

85602 - Financial management consulting services

8653 - Human resourc management
consuliting

85604 - Human resource management consufling services

8554 - Marketing management
consulting

86503 - Marksting management consuiting services

8655 -~ Operations management
consulting

B6505 - Production management consulting services

8659 - Other management
constiting

86509 - Other management consulling services

8661 - Agricultural consulting

Assistance and advice lo farmers on all aspects of farm
management, cullivation, fertilization, harvesting, soif
erosion and composition, disease prevention,, crop rofation
and marketing. Consulting services refated to livestock
farming are classified to CPC 8812,

8662 - Telscommunications
consulling

75440 - Telecommunication consulting services

8663 - Communications & public
relations consulling

86508 - Public relations services

8664 - Arbitration and conciliation

86802 - Arbitration and conciliation services

8669 - Other business consulting
nec

Assistance and advice lo businesses not elsewhere
classified.  This category includes services such as health
care consutling, restaurant and hote! consullting, raifway
consulting, grant application constiting, and immigration
consulting but exciudes the following types of business
consulting services: custom and tanff, transportation,
investment, insurance and ectuarial, real estate, computer
fegal, tax, construction, engineering, architectural and
lachnicsl, adverlising, interior decorating and fashion
consulting .

8671 - Management setvices lo
related parties

Planning, organizing, direcling and comtrofling the
operations of a related party for a fee, This sarvice may
also include the provision of "corporate services® such as
accounting, dala processing and markeling services,

8672 - Hotel & mote! management

Planning, organizing, directing and controliing the
operations of hotels and molels on a contractual basis

8673 - Farm management

Flanning, orgaenizing, directing and controfiing the
oparations of & farm, ranch or orchard on a contractual
basis.

8679 - Other management services

Management services not elsewhers classified ]
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SECTION 4. MAIN ECONOMIC ACTVITY
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