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The first six months in brief

Highlights

Revenue up 67.1% to £167.9m 
(2007: £100.5m)

Underlying profit from 
operations up 49.0% to £15.2m 
(2007: £10.2m)

Loss from operations £23.7m 
(2007: profit £8.3m)

Underlying EPS up 7.7% to 
2.8p per share (2007: 2.6p)

Basic EPS -7.2p (2007: 1.9p)

Interim dividend up 21.2% to 
0.4p per share (2007: 0.33p)

Business restructured for 
better client focus
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£167.9m
Revenue Underlying profit

2.8p
Underlying EPS

Note: throughout this statement the term ‘underlying’ is used to describe 
profits before non‑recurring items, the amortisation of acquired intangible 
assets and the impairment of acquired goodwill.

The Group’s trading results are in line 
with the Board’s expectations for the first 
six months of 2008. This is particularly 
encouraging in view of the challenging 
economic conditions in many of its major 
markets and the financial performance 
of Parson Consulting, which continued to 
disappoint. The Board has already announced 
plans to rectify this situation.
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Chairman’s statement

MCG has undergone a great deal of change 
during the first six months of 2008 and has 
emerged as a more client-focused business.
Alan Barber
Executive Chairman

New organisational structure
Management Consulting Group PLC 
(“MCG” or “The Group”) has undergone 
a great deal of change during the first six 
months of 2008 and has emerged as a more 
balanced client‑focused business with a 
reduced risk profile and two clear and 
distinct business streams:

•	�Consultancy Practices – this group 
comprises the industry‑led and 
specialised consultancies offering 
strategic and business management 
consultancy services. It is made up 
of Ineum Consulting, Kurt Salmon 
Associates, Parson Consulting, Salzer 
Consulting and Viaduct Consulting, 
and is led by Miguel de Fontenay.

•	�Operational Consulting – this group 
comprises the operational and financial 
management consulting business, 
Proudfoot Consulting, and remains 
under the leadership of Luiz Carvalho.

To ensure effective management of the 
new organisation, the leadership roles 
within the senior management of MCG 
have been redefined. On 19 February 2008, 
Rolf Stomberg, Chairman and Kevin Parry, 
Chief Executive, stood down from the Board. 
On the same day I was appointed Executive 
Chairman and continue to have overall 
executive responsibility for the Group. 

On 19 March 2008 Luiz Carvalho, 
Miguel de Fontenay and Mark Wietecha 
joined the Board as Executive Directors. 
On 23 April 2008 Mark Wietecha was 
appointed Deputy Chairman and 
Luiz Carvalho and Miguel de Fontenay 
appointed Managing Directors of MCG. 
On 19 February 2008 Craig Smith, Group 
Finance Director, announced his resignation 
but on 23 April 2008 I was delighted 
to announce that he had agreed to 
withdraw this and would continue 
in that role.

The Board currently has four non‑executive 
directors: Baroness Janet Cohen, Stephen Ferriss, 
J P Bolduc and Andrew Simon. It is seeking to 
appoint additional independent non‑executive 
directors to ensure compliance with the 
Combined Code and to reflect the geographical 
diversity of MCG. Search processes have 
commenced and appointments will 
take place in the coming months.

The new organisational structure was 
developed following a consultation process 
that solicited the views of many internal and 
external stakeholders of MCG. As a result 
of this new structure and the management 
changes, the Board believes that MCG 
is well positioned to deliver growth 
and value to all shareholders.
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Strategic review
The strategy of MCG will remain to grow its 
existing operations, principally organically but 
supported by selected add-on acquisitions. 
Throughout, the clear emphasis will be to 
deliver growth in shareholder value by improving 
margins while, at the same time, investing for 
organic expansion. A review of the business 
to determine the details of this strategy, given 
its new organisational structure, is currently 
underway, led by Miguel de Fontenay. 
The results of this review will be 
published this autumn.

Group results
The Group’s trading results are in line with 
the Board’s expectations at the time of the 
trading update issued on 30 June 2008. 
MCG has shown considerable progress 
and resilience in difficult trading conditions, 
although the overall result is tempered 
somewhat by the underlying operating 
loss in parts of Parson Consulting. 
The Board has already announced 
plans to rectify this situation.

 
Revenue for the six months to June 2008 
was £167.9m. This represented an increase 
on the first half of 2007 of 67.1%. Excluding 
the effects of exchange and acquisitions the 
like‑for‑like organic growth of the business 
was approximately 15%. 

Underlying operating profit increased 
by 49.0% from £10.2m during the first 
half of 2007 to £15.2m in the first half of 
2008. This gives an underlying operating 
profit margin of 9.1% (2007: 10.1%). 
The underlying operating margin would 
have been 10.9% if the results for the US 
and UK businesses of Parson Consulting 
were excluded. The loss from operations 
after taking into account the non-recurring 
costs and the amortisation of acquired 
intangibles was £23.7m (2007: £8.3m profit).

The strength of the Euro compared to Sterling 
had a positive effect on the Group’s results 
during 2008. If translated at equivalent 2007 
exchange rates revenue would have been 
£156.6m and underlying operating profit £14.1m.

Underlying operating profit/(loss) £’000
 
	 	 Unaudited	 Unaudited 
		   six months 	 six months 
		  ended	 ended 
		  30 June 2008	 30 June 2007 
		  £’000	 £’000

	 Ineum Consulting	 6,123	 4,584

	 Kurt Salmon Associates	 4,018	 —

	 Parson Consulting	 (1,368)	 (827)

	 Salzer Consulting	 46	 (189)

	 Viaduct Consulting	 (97)	 —

Total Consulting Practices	 8,722	 3,568

	 Proudfoot Consulting	 6,444	 6,591

Total Operational Consulting	 6,444	 6,591

Total MCG	 15,166	 10,159

Revenue £’000
 
	 	 Unaudited	 Unaudited 
		   six months 	 six months 
		  ended	 ended 
		  30 June 2008	 30 June 2007 
	 	 £’000	 £’000

	 Ineum Consulting	 57,448	 40,481

	 Kurt Salmon Associates	 41,726	 —

	 Parson Consulting	 21,329	 21,382

	 Salzer Consulting	 1,219	 473

	 Viaduct Consulting	 297	 —

Total Consulting Practices	 122,019	 62,336

	 Proudfoot Consulting	 45,904	 38,203

Total Operational Consulting	 45,904	 38,203

Total MCG	 167,923	 100,539

Note: Kurt Salmon Associates was acquired on 12 October 2007. CBH Consulting was acquired 
on 6 September 2007. It was merged with Parson Consulting in December 2007 and its 2008 results 
are included in the Parson Consulting results above.

Underlying 
operating profit

£15.2m
Up from £10.2m in 2007
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Group results continued
Non‑recurring items charged during the 
period amounted to £11.0m (2007: £1.3m). 
These items comprised £2.3m relating to the 
integration of the businesses acquired during 
2007, £2.5m relating to the general meeting 
called by shareholders in February 2008 and 
the resulting departure of the Chief Executive 
and an additional charge of £6.2m relating to 
the restructuring of the business subsequent 
to the general meeting. Included in this is a 
Group‑wide initiative to rationalise office space 
and reduce the Group’s rental cost burden. 
Ultimately the Group expects to move out 
of a dozen offices worldwide and save 
approximately £2m per annum in property 
and associated salary costs. In addition the 
Group has identified other cost savings which 
will be outlined at the time of the strategic 
review announcement.

Amortisation of acquired intangibles was 
£1.1m (2007: £0.6m). An impairment of 
goodwill amounting to £26.7m (2007: nil) 
was recorded relating to the Parson 
Consulting business.

The total interest charge for the period was 
£2.1m (2007: £0.8m) reflecting the increased 
debt taken on during the second half of 2007 
to finance the acquisition and operations of 
Kurt Salmon Associates and CBH Consulting 
and the working capital cycle of the Group 
which shows the majority of cash expenditure 
during the first half of each year.

 
The underlying tax charge on profit before 
tax was 32%, the same as for the whole 
of 2007. The actual tax charge reflects the 
release of the deferred tax liability relating 
to the impairment of Parson Consulting 
goodwill and the tax credit relating to the 
non-recurring costs. The difference between 
the actual tax charge and the effective cash 
tax rate was insignificant. For the whole of 
2007 the effective cash tax rate was 28%.

Consultancy Practices Group
The first half of 2008 saw the creation and 
launch of the Consultancy Practices Group. 
The aim of this group is to leverage the 
specialist industry‑based knowledge and 
the horizontal, functional expertise of its 
component consultancies to develop 
offerings for its clients based on strategic 
and business management consultancy 
services. The business performed well in 
the first half of 2008, led by strong growth 
by Ineum Consulting, particularly in its French 
market. Kurt Salmon Associates traded solidly, 
buoyed by some large contract wins early in 
the year from North American retail clients 
but adversely affected by slower than 
expected trading from its Chinese 
subsidiary. Parson Consulting was in line 
with expectations in France and Australia 
but weak in the US and the UK. Plans for this 
business are discussed in more detail below. 
Salzer Consulting continued its strong growth, 
more than doubling its revenue for the same 

Chairman’s statement continued

Revenue by Geographic segment

£60.4m £95.8m £11.7m

Americas Europe Rest of World 1 Americas 36%
2 Europe 57%
3 Rest of World 7%

Note: Out of total Group 
revenue of £167.9m in the 
first half of 2008

1

2
3
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Consultancy Practices Group continued
period in 2007. Viaduct Consulting achieved 
its first significant revenues during the period. 
The Consultancy Practices Group is in the 
process of developing its combined strategy 
and will publish this in the autumn.

Parson Consulting
Parson Consulting has underperformed 
financially in recent years and was loss 
making again in the first half of 2008. 
The Parson Consulting UK and US 
businesses combined accounted for 
£2.0m of underlying operating loss on 
revenue of £9.5m (2007: £1.5m underlying 
operating loss on revenue of £11.4m). 
The new management of the Group is taking 
the earliest opportunity to reorganise this 
business. Before the end of 2008 appropriate 
elements of the Parson business worldwide 
will be absorbed into the rest of the Group’s 
consultancies and the Parson brand will be 
discontinued, thus ensuring that any future 
losses from this business cease to impact 
the profitability of the Group as a whole. 
There will be no disruption to existing client 
service. Indeed the future offering to clients 
will be enhanced as the consultancy services 
to chief financial officers will be marketed 
across each of the industry sector offerings 
of the Consultancy Practices Group. Further 
details will be published in the autumn as 
part of the strategic review.

As a result an impairment of the goodwill 
relating to the Parson Consulting business 
of £26.7m is recognised in the results 
for the first half of 2008.

Operational Consulting Group
The newly formed Operational Consulting 
Group that trades under the brand name of 
Proudfoot Consulting showed good progress 
in 2008. Revenue was 20.2% higher than for 
the comparative period in 2007. Operating 
profit was 2.2% below last year reflecting 
the less favourable geographical mix of the 
business in the first half of 2008. Particularly 
praiseworthy were the performance of the 
South African business, which benefited 
from continued project wins and good 
business in the mining sector, and the major 
contracts won in June, two of which had 
fees totalling over $17m. The Proudfoot 
order book continues to prosper with the 
‘cost cutting’ type of project which is in 
high demand in the current tough economic 
climate, particularly in the US. The second 
half of the year should show increased 
margins arising from a higher proportion 
of North American business.

Earnings per share
Basic EPS was -7.2p (2007: 1.9p). 
The reduction reflects the higher level 
of non‑recurring costs and the impairment 
of Parson Consulting goodwill.

Underlying EPS was 2.8p (2007: 2.6p). 
The increase is due to the net effect of the 
increased underlying earnings and the higher 
number of shares in issue following the 
acquisitions during the second half of 2007.

Underlying EPS

2.8p
Up from 2.6p in 2007




