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European Services Overview: Event Flash

EVENT FLASH

T h o u g h t s  F r o m  B e a r i n g P o i n t ' s  2 0 1 3  A n a l y s t  
C o n f e r e n c e

Douglas Hayward

I N  T H I S  E V E N T  F L A S H

This IDC Event Flash summarizes our thoughts from BearingPoint's analyst day in April 2013.

S I T U A T I O N  O V E R V I E W

We spent a day last month speaking to executives and reference clients of BearingPoint, the European 

business and IT consultancy. Just to recap: BearingPoint traces its roots directly to the European consulting 

arms of the Big Four professional services organizations, chiefly KPMG and Arthur Andersen, and in 

September 2011 bought the rights to the BearingPoint name from the administrators of the U.S.-based NYSE 

listed services company BearingPoint Inc. Four years after its management buyout, BearingPoint remains 

profitable, cash flow positive, debt free, and 100% owned by its partners. In retrospect, that's the way its 

former parent organization should have stayed.

As for last year, 2012 revenues were €508 million, slightly under 2011 revenues of €514 million, but still much 

higher than 2010 (€462 million), with fast growth in Russia, upper-single-digit growth in the heartland DACH 

region (Germany, Austria, and Switzerland) and the U.K., low-single-digit growth in the Nordics, and slight 

declines in France and Benelux. Executives at the event said they are relaxed about having posted no growth 

in 2012, saying the focus was on maintaining profitability and on refocusing the organization for future growth 

— for example, slimming down to five services lines, focusing on increasing client satisfaction, simplifying the 

management matrix, and increasing the role of asset-based consulting (of which more below).

As we have remarked in the past (BearingPoint Opens a New Chapter, IDC #lcUK23067611, September 

2011), BearingPoint has good capabilities and a loyal client base that kept its European operation in good 

shape during the implosion of the former U.S. parent organization in the second half of the last decade. We 

asked one of BearingPoint's reference customers, an organization in the financial services industry, what 

exactly differentiated the consultancy. The answer was interesting — it was the firm's approachability, its 

understanding of customers and of their industry segments, its collaborative and iterative approach to framing 

and then solving problems, its frankness about what it could and couldn't do in-house, and "the depth and 

clarity and creativity of their thinking." This is a good summary of what makes the smaller and midsize 

consulting organizations attractive, and why bigger is not always better in consulting.

Naturally, we also asked about what were BearingPoint's weaknesses. The issue here was around the phase 

of the engagement where the advice gets translated into action, including technology-enabled business 

change, where the process could have been smoother. This in our view points to one of the limitations of 

midsize business consultancies — they lack the heavy-duty, highly industrialized technology implementation 

arms. Their creativity, insight, and collaborative nature are often unquestionable, but they usually don't have 

the mature implementation arms of a Deloitte, a PwC, or an IBM Global Business Services.

The obvious answer is to form alliances with technology-focused implementers. BearingPoint has a tactical 

alliance with India-based TCS that works well for major implementation work (jobs require 2,000 man days 

and upward), but for smaller implementation jobs it's on its own. Does this matter? Sometimes, we suspect, 

yes, but usually no. The reference customer we talked to said the implementation went successfully, despite a 

slight wobble, and it's clear that this issue had no real impact on the project and none on the client's obviously 

high regard for the consultancy. So, in this case, IT services capability was almost a non-issue. Still, this is 

something that the smaller consultancies and even midsize players like BearingPoint have to work on —

clients don't just want advice, they want advice that's implemented. It's worth noting that BearingPoint has a 

network of alliances with other midsize consultancies outside Europe, notably ABeam in Asia/Pacific and West 

Monroe Partners in North America, and it draws on these partners' consulting and implementation expertise.

F U T U R E  O U T L O O K

BearingPoint wants to reach revenues of €1 billion by 2020, mostly by organic means. That's a 10% CAGR,

which means driving much more consistent growth than recently. Executives talked about how this will 

happen, including:

 Driving more asset-based consulting (ABC). BearingPoint was relatively late to focus on the potential 

of asset-based consulting (the use of repeatable intellectual assets such as software or best practices in 

designing and delivering engagements). But it has addressed this over the last 18 months (in part 

following some nudging by IDC), and it has just identified a dozen "golden nuggets" to roll out across the 

organization. The plan is to take ABC from supporting around 15% of today's revenues to a maximum of 

around 25%. We think this is the way to go, and we're pretty confident that in BearingPoint's case, the 

asset "tail" is not going to wag the consulting "dog." BearingPoint, perhaps ironically, has long had some 

impressive assets, such as the Infonova operation producing business support systems for 

communications suppliers, and the Abacus regulatory reporting tool. Making more of these assets is 

important to drive BearingPoint's revenues, but it also represents a more self-confident approach by the 
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company, which now seems more comfortable with openly mixing ABC and heavily client-specific 

elements.

 Developing more thought leadership. Clients place great significant value on their consultants' ability 

to articulate creative and differentiating thinking that helps to solve real-world problems or to meet 

challenging corporate goals. In fact, when you boil everything down, that's essentially what good 

consulting is about. BearingPoint obviously didn't get to being a >€500 million consulting operation 

without doing this across its customer base. But while it's been good at delivering thought leadership at 

the level of the individual client — "client thought leadership," if you like — it has not, in our view, been 

as good at reusing these client-specific insights to develop differentiating cross-client points of view that 

can be publicized and marketed to drive the corporate brand — "industry thought leadership," in other 

words. Doing the former is obviously more important than the latter, but both are important to drive the 

long-term success of consulting organizations, and both can feed and enrich each other. BearingPoint 

has been too light on industry thought leadership, but the good news is that it is now doing more here. 

Initiatives such as the BearingPoint Institute obviously help, while recent organizational tweaks promise 

to get the most senior consultants out and about more with clients.

 (Re)developing the brand. We were a little surprised when the European operation decided to retain 

the BearingPoint brand when it bought its way out of the dismembered global parent organization, but 

the client feedback the European leadership got was that the name had stuck and the brand wasn't 

really affected by the troubles of the parent organization. The BearingPoint name is clearly here to stay, 

but the company is working on a brand refresh, including a new logo that junks the old red box and 

makes the name much clearer. We think the brand refresh goes hand-in-hand with more focus on 

industry thought leadership and something else we would expect to see from the company: a more 

proactive approach to marketing and brand building.

 Making small-ish acquisitions. It's refreshing to hear BearingPoint's leadership talking skeptically 

about the value of major acquisitions ("the only thing for sure in a merger is that either cash goes down, 

debt goes up, goodwill goes up, or a combination of the three" was how one senior executive put it), and 

executives made clear that financial health, debt aversion, and independence will always trump revenue 

growth if there has to be a trade-off. But the company is open to team hires and to small acquisitions —

for example, the majority stake it took in French analytics vendor effiScience, maker of the HyperCube 

software product. BearingPoint will need tactical acquisitions if it is to become a significant player in 

some key territories, such as the U.K., and it will need (like everyone else) to acquire key capabilities in 

"hot" service lines and industry segments.

Being a midsize player is often tough in many industries, and it certainly presents some challenges in 

business consulting. Midsize consultancies face a squeeze from above (larger rivals with greater economies 

of scale and bigger benches of consultants) and below (tightly focused niche boutiques with lower costs). 

BearingPoint is interesting because it is a financially healthy, clearly viable midsize consultancy that's much 

smaller than the likes of McKinsey, Bain, Deloitte, PwC, etc. and thus it cannot draw on a similar breadth of 

services and geographical reach. And although its consultants match those of bigger rivals for insight and 

creativity, the bigger players simply have more people than BearingPoint does. That may often not be 

important, but sometimes it will. Hence, perhaps that ambitious growth target.

While BearingPoint currently competes successfully with bigger and more global players in key geographies 

(DACH and Russia, for example) and industries (banking and automotive, for example), in our view it's got to 

evolve and make some tough choices in the near future if it is to retain a sustainable niche against both the 

smaller niche boutiques and the bigger/broader global giants.

It has already done some good work, for example in "industrializing" itself, to standardize tools and 

methodologies and processes (at least, where appropriate) so that it can basically stop worrying about the 

basic stuff and focus on creating and implementing great insights. This is fine, although we suspect that 

BearingPoint — like many competitors — still has more work to do here. It has also tweaked the decision-

making matrix to make itself more "joined up" — for example, executives said that that bigger decisions about 

things like which skills to invest in and which big deals to chase are now made or approved at corporate level, 

not territory level. This looks like the right way to go.

We suspect that BearingPoint still has work to do in developing its IT services capabilities. It's obviously got in-

house capabilities — we estimate that IT services represent about half of corporate revenues, and business 

consulting the other half — but the IT services capabilities are more around IT consulting than around heavy-

duty implementation. It has a Romanian nearshore delivery center, but to put things in perspective, this center 

has about 100 people — great for small jobs, but not capable of handling midsize or larger stuff. For bigger 

work, BearingPoint has a technology alliance with TCS, but that tie-up only really works for bigger jobs (2,000 

man days and above) — it's not suitable for BearingPoint's midsize jobs, meaning the consultancy has a 

potential weak spot here for IT implementations. Does this matter? In theory it does matter in a world where 

clients increasingly want advice implemented, and were the Big Four — always dangerous competitors — are 

rebuilding their IT capabilities. And we don't think the TCS relationship has much of a future, given both the 

Indian company's ambitions in consulting and the fact that TCS isn't interested in smaller/midsize work for 

BearingPoint. BearingPoint has done fine so far without a relatively big IT services capability. But in the 

future? If BearingPoint is to become a €1 billion consultancy by 2020, it probably won't be able to do it just by 

scaling up the model it has now — we suspect it will need to be more of a full-range services supplier, along 

the model that the Big Four are currently pursuing.

Overall, we repeat what we said back in September 2011, namely that BearingPoint is a long-established 

European consultancy with deep local roots and solid finances that serve it well. At the time, we called for 

BearingPoint "to position itself more clearly and loudly as an opinion-rich consulting organization that 

proactively drives business change among its customers." It's definitely working on that, and we like its 

combination of consulting creativity and business pragmatism.
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