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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

• Revenue declines for the Healthcare Consultants industry have been adjusted to 2.3% in 2020 due to overall lower
demand as hospitals focus on COVID-19 patients. For more detail, please see the Current Performance chapter.

• Profit margins may be affected as remote consulting platforms must be optimized. Please see the Cost Structure
Benchmark chapter.

• Demand from key markets is expected to be lower as economic distress brought on by the pandemic leads to
lower disposable income for consulting. For more detail, please see the Demand Determinants chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry provides specialist advice to businesses involved in healthcare fields, such as hospitals, physicians,

pharmaceutical companies and insurance providers. Services include advice related to financial management,
human resources, information technology and other operations.

Major Players Accenture

United Healthcare

Huron Consulting Group Inc.

Main Activities The primary activities of this industry are:

Strategic management consulting

Financial management consulting

Information technology consulting

Human resource consulting

Process and logistics consulting services

Marketing consulting services

The major products and services in this industry are:

Strategic management

Financial management and operations

Human resources and benefits

IT strategy

Other
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Supply Chain

SIMILAR INDUSTRIES

IT Consulting in the US Management Consulting in the
US

Scientific & Economic Consulting
in the US

Hospitals in the US

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Management Consultants Management Consulting in
Australia

Management Consulting in China Management Consultants in the UK

Procurement Outsourcing
Services in the UK

Occupational Health & Safety
Services in the UK

Management Consulting in
Canada

Consulting Services in New Zealand

Management Consultants in
Ireland
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Industry at a Glance
Key Statistics

$7.0bn
Revenue

Annual Growth

2015–2020

3.8%

Annual Growth

2020–2025

4.5%

Annual Growth

2015–2025

 

$688.4m
Profit

Annual Growth

2015–2020

0.3%

  Annual Growth

2015–2020

 

9.8%
Profit Margin

Annual Growth

2015–2020

-1.8pp

  Annual Growth

2015–2020

 

71,903
Businesses

Annual Growth

2015–2020

7.8%

Annual Growth

2020–2025

6.4%

Annual Growth

2015–2025

 

88,634
Employment

Annual Growth

2015–2020

6.9%

Annual Growth

2020–2025

5.3%

Annual Growth

2015–2025

 

$3.2bn
Wages

Annual Growth

2015–2020

6.2%

Annual Growth

2020–2025

5.2%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-3.0%
Corporate profit

1.6%
Government consumption and
investment

3.7%
Federal funding for Medicare and
Medicaid

0.2%
Total health expenditure

 
Industry Structure

POSITIVE IMPACT

  Life Cycle
Growth   Capital Intensity

Low

  Regulation & Policy
Light / Increasing   Industry Globalization

Low / Increasing

MIXED IMPACT

  Revenue Volatility
Medium   Concentration

Medium

  Technology Change
Medium   Competition

Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Barriers to Entry

Low / Increasing

 

Key Trends

 As baby boomers age and require more medical care,
healthcare providers experience lower profitability

 High profit and promising conditions have enticed large firms
to enter the industry

 Rising liability costs and a growing number of medical
product recalls are driving demand

 Rising healthcare expenditures will cause providers to seek
out consulting services

 Providers will assume more risk for the patient population,
bolstering industry demand

 Healthcare companies will seek closer partnerships with
industry firms

 Industry demand has increased due to technological
advances and the changing regulatory environment
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Growth Life Cycle Stage

  Low Imports

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Increasing Barriers to Entry

  Low & Steady Level of Assistance

  High Product/Service Concentration

   

OPPORTUNITIES

  High Revenue Growth (2005-2020)

  High Revenue Growth (2015-2020)

  High Revenue Growth (2020-2025)

  Federal funding for Medicare and Medicaid

   

THREATS

  Low Outlier Growth

  Low Performance Drivers

  Corporate profit
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Executive Summary Doctor's orders: Healthcare companies will demand consultants to
manage risk and handle reform

Healthcare employers, hospitals, insurance companies, pharmaceutical developers and medical device
manufacturers turn to operators in the Healthcare Consultants industry to improve operating efficiencies and
manage risk. Over the five years to 2020, demand for healthcare consultants has increased due to technological
advances in healthcare-related industries and the changing regulatory environment. Moreover, the 2010 Patient
Protection and Affordable Care Act (PPACA) expanded access to healthcare to millions of Americans, driving
growth in the overall healthcare sector and stimulating demand for consulting. As a result, industry revenue is
expected to grow an annualized 3.8% to $7.0 billion over the five years to 2020, including a decline of 2.3% in 2020
alone. The drop in 2020 is due to the COVID-19 (coronavirus) pandemic which has led to economic distress on
many areas of the healthcare sector.

Over the past five years, companies have used healthcare consultants more frequently as corporate profit has
improved and companies have had more available funding for consultancy services. Corporate profit is expected to
decrease at an annualized 3.0% over the five years to 2020, largely due to the COVID-19 (coronavirus) pandemic.
With growing demand, industry operators have been able to charge higher fees, particularly for specialized or
technical services. Coupled with overall higher demand due to the implementation of the PPACA, this trend has
boosted industry profitability in recent years and is expected to continue to do so over the next five years, when
revenue is expected to grow an annualized 4.5% to $8.8 billion in 2025.

The industry's relatively high profit margin has enticed new entrants in recent years. The number of specialty
independent practices has increased moderately over the five years to 2020, as smaller consulting firms have
focused on niche markets. The rate of new entry is expected to remain below that of the current five-year period
moving forward as larger players continue their aggressive expansion campaigns to garner more market share. As a
result, the market share concentration of the industry's largest players is expected to rise, as indicated by United
HealthCare Services Inc.'s 2017 acquisition of the Advisory Board Company, previously the third-largest healthcare
consulting operator in the United States.
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Industry Performance

Key External
Drivers

Corporate profit

Business sentiment and profitability are positively correlated with demand for management consulting services. As
profit rises, companies feel more confident making large, long-term investments and are more likely to hire
consultants for assistance in planning these new undertakings. Corporate profit is expected to decrease in 2020,
posing a potential threat to the industry.

 

Total health expenditure

As health expenditure rises, healthcare providers' revenue increases, making it easier for providers to afford
healthcare consulting services. Additionally, rising healthcare expenditures pressure healthcare providers and
payers (i.e. Medicare, Medicaid and health insurance companies) to restrain costs. Healthcare consultants can
provide advisory services on how to reduce expenses. Consequently, as expenditure increases, demand for
healthcare consultants also rises. Total health expenditure is expected to decrease in 2020.

 

Federal funding for Medicare and Medicaid

Healthcare providers rely on reimbursement payments from Medicare and Medicaid, which are government
healthcare programs. As reimbursement rates for these programs decrease, hospitals and other healthcare
providers contend with lower payment levels. Lower reimbursement boosts competition among healthcare providers
for funding, thereby driving demand for healthcare consultants. While federal funding for Medicare and Medicaid is
expected to increase in 2020, reimbursement rates are expected to be pressured, presenting a potential opportunity
for the industry.

 

Government consumption and investment

While the corporate sector accounts for the majority of industry revenue, government agencies are responsible for
much of the remainder. As a result, industry revenue is closely linked to government consumption and investment
via public sector consulting demand. Government consumption and investment is expected to increase in 2020.
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Current
Performance

The Healthcare Consultants industry has benefited due to many factors
over the five years to 2020.

Healthcare reform in the United States has driven hospitals and other care providers to realign their operations to
accommodate millions of previously uninsured Americans and comply with new regulatory requirements. Declining
Medicare and Medicaid reimbursement rates and the rising cost of care have pushed healthcare providers to look
for cost savings and engage industry consultants, boosting industry revenue over the five years to 2020. Coupled
with the expanding economy and the implementation of healthcare reform, demand for healthcare consultants is
expected to boom during the five-year period, with total industry revenue forecast to grow an annualized 3.8% over
the five years to 2020, including a 2.3% decrease to $7.0 billion in 2020. The drop in 2020 is due to the COVID-19
(coronavirus) pandemic which has led to economic distress on many areas of the healthcare sector. For example,
since many patients are putting off elective surgeries, hospitals are generating less revenue, reserving extra capital
for COVID-19 patients.

GROWTH AS THE ECONOMY RECOVERS

As baby boomers age and require more medical care, healthcare
providers are experiencing lower profitability.

Consolidation in most healthcare industries has not brought the savings that many providers had anticipated.
Furthermore, Medicare and Medicaid are undergoing policy changes as a result of the Patient Protection and
Affordable Care Act (PPACA), and these changes put more payment responsibility on the patient. In the aftermath of
the economic slowdown, some providers hired consultants to address rising costs and falling reimbursement;
however, many potential clients could not afford to add to their expenses.

As the economy has expanded over the past five years, the average industry profit margin, measured as earnings
before interest and taxes, is expected to reach 9.8% in 2020. Relatively high profit and promising conditions have
enticed large, generalist consulting and accounting firms to enter the industry by acquiring specialist firms in
healthcare, expanding their size and reach by specialty and geography. The total number of industry operators is
expected to grow an annualized 7.8% to 71,903 companies over the five years to 2020. It is important to note that
this includes a substantial number of nonemployer consultants that often operate as contractors. The report has
been adjusted this update to include these operators. At the same time, the industry has experienced a considerable
degree of consolidation. For example, United HealthCare Services Inc. acquired the Advisory Board Company,
previously the industry's third-largest player. According to IBISWorld estimates, the top four companies are expected
to account for more than 70.0% of all industry revenue during the current year. Industry employment is expected to
grow at an annualized rate of 6.9% to 88,634 workers during the five-year period.

REFORM LEADS TO MORE REGULATION, MORE BUSINESS
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The PPACA was signed into law in March 2010 and boosted demand for
industry services, both by increasing patient volumes, thus bringing more
business to every corner of the healthcare sector, and by introducing a
slew of new regulation into the healthcare sector.

Healthcare providers have incurred rising liability costs, and a growing number of medical products have been
recalled, highlighting this trend. Demand for healthcare consultants has increased as providers aim to meet
intensifying standards.

This factor is especially true for pharmaceutical manufacturers, a growing market for the industry. According to the
Food and Drug Administration (FDA), the number of high-risk Class 1 medical device recalls skyrocketed to the
highest point ever in 2010. Class 1 is the FDA's most serious recall category, reserved for situations in which the
agency concludes that patients contend with a reasonable probability of serious injury or death. One possible
rationale for this surge in recalls relates to a shifting paradigm within the Center for Devices and Radiological Health
(CDRH), the branch of the FDA responsible for approving or clearing all medical devices. A new recall coordinator
for the Devices Center was recently reassigned from the Center for Drug Evaluation and Research (CDER), and the
number of Class 1 recalls grew immediately. In addition, the Devices Center hired many of CDER's medical doctors
to replace retiring device staffers. These doctors brought a more conservative, risk-averse attitude to CDRH,
reflecting their past experience with prescription drugs. With a more conservative mindset, the FDA exhibited a
tendency to reclassify Class 2 recalls into Class 1. In addition, it placed pressure on manufacturers to conduct a
product recall even in cases where the company may not view a recall as necessary.

New technology requirements have also contributed to demand for healthcare consultants. The rush for healthcare
providers to meet the federal government's Stage 1 and Stage 2 meaningful use guidelines fueled demand for
health IT consulting services to assist providers with the more complex details of compliance. Meaningful use refers
to provisions in the 2009 Health Information Technology for Economic and Clinical Health (HITECH) Act. The
HITECH Act authorized incentive payments through Medicare and Medicaid for clinicians and hospitals that use
electronic health records (EHRs) in a way that significantly improves clinical care. Although the HITECH Act is not
technically part of the PPACA, the implementation of these two pieces of regulation are being addressed in tandem
by many providers and regulatory bodies.

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total health
expenditure

($ trillion)
2011 4,479 2,316 40,409 40,004 49,083 N/A N/A 1,721 N/A 3.20
2012 4,815 2,429 41,848 41,439 52,148 N/A N/A 1,933 N/A 3.20
2013 5,058 2,628 42,647 42,139 53,635 N/A N/A 1,976 N/A 3.20
2014 5,570 2,899 47,362 46,826 60,075 N/A N/A 2,164 N/A 3.20
2015 5,835 3,051 49,972 49,449 63,382 N/A N/A 2,334 N/A 3.30
2016 6,351 3,328 54,262 53,693 68,929 N/A N/A 2,560 N/A 3.40
2017 6,525 3,469 57,752 57,177 73,345 N/A N/A 2,731 N/A 3.40
2018 6,892 3,800 66,165 64,989 83,319 N/A N/A 2,993 N/A 3.40
2019 7,191 3,940 70,244 69,065 87,839 N/A N/A 3,149 N/A 3.50
2020 7,024 3,901 72,855 71,903 88,634 N/A N/A 3,157 N/A 3.10
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Industry Outlook
Outlook The growing economy, aging population and shifting regulatory

environment will further stimulate demand for the Healthcare Consultants
industry over the five years to 2025.

During this period, industry revenue is expected to increase at an annualized rate of 4.5% to $8.8 billion. While new
entrants are expected to flood the industry over the next five years, the largest players will continue to consolidate in
an effort to expand into new segments of the market.

GROWTH OVER THE COMING YEARS

Health expenditure is forecast to continue accelerating over the five years
to 2025.

Rising healthcare expenditures will result in stronger revenue for healthcare providers, enabling them to afford
consulting services. Furthermore, mounting healthcare expenditures will likely catch media attention, as these costs
make up an increasing portion of US GDP. As a result, providers and government agencies are expected to turn to
consultants to lower or contain costs. With the economy expected to be on firm ground, the government is forecast
to have the funds to pay for more industry services due to improving tax receipts and a reduction in cuts
necessitated by the recession.

Public spending growth is projected to accelerate significantly as the oldest baby boomers become eligible for
Medicare. Likewise, Medicaid expenditure is expected to continue rising as a result of reforms instituted under the
Patient Protection and Affordable Care Act (PPACA). Under the Medicaid expansion provision of the PPACA, states
that have accepted federal funding for the expansion have provided coverage to individuals with incomes more than
133.0% of the federal poverty line. As of July 2019, 37 states, including Washington, DC, have adopted the
expansion. Ultimately, the aging population and expansion of access to government health programs will raise the
treatment costs of Medicare and Medicaid.

REFORM LEADS TO MORE REGULATION, MORE BUSINESS

The healthcare sector's need to reduce costs, improve quality and
increase access is exerting pressure for major structural changes,
including a new business model.

Healthcare will move from a system that was geared toward fee-for-service business models to one that is more
outcome based. More specifically, healthcare providers are expected to implement accountable care models, in
which providers assume more risk for the patient population but are ultimately more empowered to improve the
health outcomes of that population.

This business model change sparks the need for healthcare consultants who can guide providers and help initiate
other changes, including the need for healthcare providers to more effectively influence their patients' behavior. Poor
nutritional choices, lack of exercise and election of high-cost sites of care, even when they are not necessary, drive
up health costs. The healthcare sector is expected to turn to consultants to develop patient-provider relationships to
foster motivations and penalties that encourage better behavior.
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The nature of the consulting practice and its competitive advantages determine how firms will address these
challenges. Over the five years to 2025, large operators will likely continue acquiring smaller specialist consulting
firms to provide a broad range of capabilities. As a result, over the next five years, the number of operators is
forecast to increase at an annualized rate of 6.4% to 98,231 companies. Independent consultants will experience a
competitive disadvantage in the growing area of healthcare IT consulting, while larger companies with access to
capital and new technology in areas such as analytics will be able to address the healthcare market's need for
greater operational effectiveness, higher-quality outcomes and patient wellness.

During the same five-year period, healthcare companies will seek closer partnerships with consulting firms due to
the increasingly complex regulatory environment. Additionally, as medical devices and pharmaceuticals become
increasingly more complex, consultants will need to become more specialized; therefore, consultants will be able to
demand a higher wage rate. As a result, total industry spending on wages is expected to grow an annualized 5.2%
to 4.0 billion over the five years to 2025. The growing cost of labor will likely limit profit growth; however,
specialization and increased demand are expected to bolster the average industry margin.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total health
expenditure  ($

trillion)
2020 7,024 3,901 72,855 71,903 88,634 N/A N/A 3,157 N/A 3.10
2021 7,469 4,185 78,200 77,224 94,635 N/A N/A 3,368 N/A 3.60
2022 7,843 4,408 83,271 82,306 99,984 N/A N/A 3,554 N/A 3.80
2023 8,220 4,645 88,675 87,738 105,522 N/A N/A 3,746 N/A 3.90
2024 8,408 4,783 93,377 92,565 109,424 N/A N/A 3,874 N/A 4.00
2025 8,768 5,011 98,985 98,231 114,853 N/A N/A 4,061 N/A 4.20
2026 9,012 5,168 103,606 102,956 118,921 N/A N/A 4,199 N/A 4.30
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Industry Life Cycle The life cycle stage of this industry is    Growth

LIFE CYCLE REASONS

Industry value added is expected to grow faster than US GDP

New companies will continue to enter the industry

New technologies in the healthcare sector will create a need for consultants

The Healthcare Consultants industry is in a growth stage of its industry life cycle. Over the 10 years to 2025, the
industry's contribution to the overall economy is projected to grow at an annualized rate of 5.1%. This rate is higher
than the expected 1.9% growth in US GDP during the same period, indicating that the industry is growing faster than
the economy.

Entry into the industry has been strong over the past five years. Large companies that do not primarily provide
healthcare consulting have acquired specialized companies to expand their scope and gain entrance into the
profitable healthcare market segment. Rapid technological advancements in the target market spur innovation in the
industry. For instance, as medical devices become more complex, demand for consultants rises to ensure that these
devices meet regulatory compliance standards. Furthermore, the healthcare sector's shift to electronic health
records boosted demand for healthcare IT consultants.

The value of healthcare consulting is well-established within the healthcare sector, with major consultancies ranking
among the most prestigious and well-respected firms in the country. Nonetheless, a growing number of providers
are using consultants because of rising regulation and technology developments. The heightened demand is
pushing operating profit up as consultants are able to charge higher fees. That being said, consultants experience
demand threats from the in-house consulting departments of major hospitals, medical device manufacturers and
pharmaceutical manufacturers. The industry also experiences external competition from specialized firms operating
primarily in other industries, including IT, finance and business planning consulting.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Specialist Doctors in the US

Primary Care Doctors in the US

Healthcare and Social Assistance in the US

2nd Tier

Brand Name Pharmaceutical Manufacturing in the US

Consumers in the US

Generic Pharmaceutical Manufacturing in the US

Key Selling Industries
1st Tier

Management Consulting in the US

Employment & Recruiting Agencies in the US

2nd Tier

Office Supply Stores in the US

Computer & Packaged Software Wholesaling in the US

Computer Manufacturing in the US

Products & Services

  The Healthcare Consultants industry has grown during the past decade.

Healthcare consultants provide advisory services to hospitals, physicians, insurance companies and pharmaceutical
clients in the areas of strategic planning, financial operations, human resources, information technology, operations
and supply chain management. Healthcare consultants advise companies and healthcare providers in ways to
reduce costs of providing medical benefits by making administrative processes more efficient and identifying cost-
savings measures.

STRATEGIC MANAGEMENT

Strategic management consulting generates the majority of the industry's
revenue, accounting for 58.8%.

This segment includes revenue generated from providing expertise and guidance concerning the organization's
overall strategic direction. These services may include advice related to mergers or acquisitions, particularly for
hospitals, pharmaceutical and insurance clients. Furthermore, healthcare consultants provide expertise related to
facilities planning and advice related to governance procedures. Governance procedure consulting has pushed this
segment's share of industry revenue higher over the past year because of regulatory changes with the passing of
the PPACA. The ongoing changes and new requirements associated with the PPACA have increased this
segment's share of industry revenue over the current five-year period. This segment is expected to grow the most
from the COVID-19 pandemic as healthcare organizations struggle to navigate the complex changes that the
pandemic has brought.

FINANCIAL MANAGEMENT AND OPERATIONS

At 17.8% of revenue, the financial management and operations segment
makes up the second-largest service offering provided by the industry.

Industry operators provide expertise related to asset management, accounting procedures, budgetary controls and
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capital investment proposals. Furthermore, industry consultants work with healthcare providers to negotiate price
discounts from vendors. Consultants may work with existing vendors or propose new vendors to secure discounts
for the most prescribed drugs and medical equipment, reducing purchasing costs for healthcare providers. Another
area of operations management involves providing claims process analysis by working with staff to decrease the
amount of time for claims processing and by implementing a system of checks and balances to improve accuracy.
Finally, consultants may work with healthcare providers to ensure the cost-effectiveness of treatments and services,
such as radiological services. Industry operators work with healthcare providers to identify potential cost savings
benefits of switching to lower-cost treatments. This segment's share of industry revenue has also increased over the
past five years, as providers have become more concerned with cost efficiencies.

HUMAN RESOURCES AND BENEFITS

Human resource and benefits consulting comprises an estimated 7.1% of
revenue for the industry.

Healthcare consultants provide consulting on recruitment and retention strategies for companies, and they design
compensation and benefits packages. Moreover, healthcare consultants provide advice related to labor-
management relations and employee training and development. This segment's share of industry revenue has fallen
slightly since 2015, but is expected to become increasingly important in the coming years, given the projected labor
shortages of primary care doctors, nurses and lab technicians.

IT STRATEGY

Information technology (IT) expertise comprises an estimated 4.9% of
revenue for healthcare consultants.

This segment's share of total industry revenue has risen in recent years, due to demand for assistance with
electronic health records (EHR). Although there are some healthcare providers that have yet to implement EHR, the
Health Information Technology Economic and Clinical Health Act, which is part of the American Recovery and
Reinvestment Act (ARRA) called for hospitals to create an EHR for every American by the end of 2015. According to
Kaiser Permanente, less than half of the physicians with EHRs in place have multifunctional capabilities, such as
decision support and electronic prescribing.

OTHER

The other segment includes a range of consulting services, such as
physician practice management, marketing, equipment planning and
clinical support services.

These costs have remained trended downward slightly over the past five years, accounting for an estimated 11.5%
of industry revenue.

Demand
Determinants

Demand for healthcare consultants is primarily linked to the availability of
budgetary resources and other discretionary expenditures by hospitals,
insurance companies, pharmaceutical companies, other providers and
government clients.

Furthermore, regulatory changes related to the healthcare sector also generate industry demand.

Hospitals, pharmaceutical manufacturers and physicians

Since hospitals, pharmaceutical manufacturers and physicians represent key markets for the industry, demand for
healthcare consultants largely depends on changing conditions within these markets. Demand from hospitals and
other healthcare providers is primarily related to the general health of the population, demographic trends and
healthcare technologies. For example, the changing age structure of the population has put increased demand on
healthcare providers. Over the past five years, adults aged 65 and older have made up an increasingly large
segment of the population, and this aging phenomenon is expected to continue over the next five years.

Economic conditions

Demand for healthcare consultants is also linked to the economic cycle. It is particularly sensitive to business activity
in areas such as mergers and acquisitions, financial planning, strategic planning and corporate profit, particularly for
hospitals, pharmaceutical manufacturers and insurance companies. With increased restructuring among these
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clients, there is typically greater demand for healthcare consultants. Trends in corporate profit determine the amount
of discretionary income spent on consultancy services. In some instances, however, healthcare consulting can be a
countercyclical industry, where consulting companies are hired to improve a company's performance during a
downturn.

Reimbursement rates

Furthermore, changes in reimbursement rates from government healthcare programs (e.g. Medicare and Medicaid)
also determine demand for healthcare consultants. As funding for these programs declines, healthcare providers
contend with lower reimbursement levels, resulting in a greater need for cost-containment measures provided by the
industry. Demand for industry consultants also depends on trends in government spending related to healthcare,
since government clients represent another key market for the industry.

Healthcare reform

Changes in healthcare regulatory requirements are another important component of demand. The implementation of
the PPACA has bolstered demand for consulting services to streamline administrative processes and comply with
new regulatory requirements stipulated by the PPACA.

Major Markets

  HOSPITALS

The largest share of demand for healthcare consultants stems from
hospital management clients, which are expected to account for 24.4% of
industry revenue, up over the current five-year period.

While the Hospitals industry has continued to consolidate, enabling more hospitals to benefit from economies of
scale, hospitals are still under continued pressure to reduce costs, driving demand for healthcare consultants.
Furthermore, the continued transition toward electronic health records (EHR) has also benefited the industry,
increasing demand for IT support. In addition, hospital management clients use industry services to plan mergers
and acquisitions and other areas of strategic management.

GOVERNMENT CLIENTS

Government agencies make up another significant sector for healthcare
consultants, accounting for 11.7% of industry revenue.

With government healthcare expenditures increasingly rising as a share of GDP, government agencies are under
greater pressure to contain healthcare expenditures, prompting greater use of consultancy services to devise
methods to lower spending. PPACA's impact on government healthcare costs due to expanded health insurance
coverage has already increased this segment's share of industry revenue over the past five years. Moreover, over
the next five years, this segment will likely expand further, as public spending on government healthcare is projected
to accelerate rapidly as baby boomers become eligible for Medicare.

OTHER HEALTHCARE PROVIDERS

Other healthcare providers, including physicians' offices, outpatient care
centers and diagnostic and medical laboratories, are another significant
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market, expected to account for 8.0% of industry revenue.

Since these companies typically operate on a smaller scale, they account for a lower share of demand for
healthcare consultants. Demand from this market has grown recently, however, partly due to more competitive
pricing among healthcare consultants, which has opened the market to physicians. Healthcare consultants typically
advise these healthcare providers in financial management and methods to reduce supply costs. Furthermore, they
are increasingly hiring consultants for advice related to EHR systems, which office-based physicians are increasingly
implementing. IBISWorld estimates that an estimated three-quarters of primary care physicians have implemented
the EHR system, compared with an estimated one-half in 2010; this trend has driven this segment's share of
revenue up over the past five years.

PHARMACEUTICAL CLIENTS

Pharmaceutical companies are another prominent source of demand for
healthcare consultants, generating an expected 27.1% of industry
revenue.

According to IMS Health Consulting, pharmaceutical clients are the most profitable segment for the industry.
Pharmaceutical companies primarily use the industry's logistics, human resources, public relations and strategic
management expertise. The pharmaceutical industry has experienced challenges of its own, however, stemming
from the slowdown in the primary care market and heightened regulation for the industry. As a result of these trends,
fewer drugs are gaining approval. Consequently, pharmaceutical industries are under increased pressure to reduce
expenditures, which has led to greater demand for healthcare consultants to cut costs. Due to this trend, this
segment's share of industry revenue has risen in recent years. In 2020, pharmaceutical clients are expected to
demand greater industry services as clinical trials are disrupted due to the high number of COVID-19 cases in
hospitals.

INSURANCE CLIENTS, NONPROFIT AGENCIES AND OTHER

The industry also derives demand from insurance clients, nonprofit
agencies and other healthcare-affiliated industries.

Insurance clients comprise an estimated 19.8% of industry revenue, followed by nonprofit clients, which account for
an estimated 9.0% of industry revenue.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

International trade does not occur in the Healthcare Consultants industry due to the service-based nature of the
industry's activities.
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Business Locations

  The distribution of healthcare consultants reflects the general distribution of the population in the United States. The
industry has increased density in areas that are close to key demand markets, such as hospitals, pharmaceutical
companies, healthcare providers and government clients.

Southeast

The Southeast region accounts for the largest number of industry operators, containing 26.6% of the nation's total.
The region has 25.8% of the nation's population, so it is a key geographic market for healthcare providers. Within
the region, Florida accounts for the highest share of industry establishments with 11.3% of the total.

Mid-Atlantic

The Mid-Atlantic region has the second-highest share of healthcare consultants, with 16.2% of the total. The region
has a disproportionate number of healthcare consultants per capita, given that the region has just 15.0% of the
nation's population. Consequently, the region remains a key target market for healthcare consultants.

West

The West region is another prominent center for healthcare consultants. The region holds an estimated 19.7% of
industry operators, which is in line with the region's overall share of the population at 17.2%. California holds the
highest number of establishments in the country, with 14.4% of the total. The West is a key center for hospital and
pharmaceutical clients, and industry consultants typically locate near these key customers to develop business
relationships.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Healthcare Consultants industry is fragmented, despite the presence of many high-profile global corporations.
In 2020, the four largest management consulting firms are estimated to account for 50.1% of the US market,
resulting in a medium to high market share concentration. Still, the high fragmentation of smaller platers stems from
the abundance of independent contractors in the industry and the proliferation of specialized, boutique consulting
firms. More than 90.0% of firms with a payroll have fewer than 10 employees. The industry is in the midst of a shift in
concentration, evidenced in opposing trends among small and large players. While the industry is highly fragmented,
there is increasing concentration among major companies. Existing firms compete in terms in price, quality,
aggressiveness of contracts and breadth of services offered. In pursuit of this basis of competition, major companies
have aggressively expanded over the past five years, broadening their service base by acquiring or merging with
consulting firms in new areas of specialization. This trend has caused growth in the number of operators to slow;
however, companies continue to enter the industry at a faster pace than acquisitions are occurring, maintaining the
industry's fragmented nature. In contrast to the high level of competition among major companies, the majority of
healthcare consulting firms operate in a considerably less concentrated business environment. Most firms
experience decreasing concentration. Many of these experts formed their own consultancies as sole proprietors in
the wake of the recession, rather than re-entering the job market. As a result, the proportion of small firms has risen,
and the average size of firms has decreased.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Ability to compete on tender:
Most consultancy tasks are subject to competition, so competitiveness on price and service offerings is crucial.

Effective quality control:
The effectiveness of consulting activities is often easily measured, making it simple for clients to assess the value of
consulting services.

Well-developed internal processes:
Given the generally labor-intensive nature of the industry, operators need to ensure that appropriate cost- and time-
management systems are in place on a project basis so that these can be closely monitored.

Access to highly skilled workforce:
Often, consulting contracts are entered into on the basis of the consultant possessing specialized knowledge of the
healthcare sector.

Cost Structure
Benchmarks
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  Profit

Profit, defined as earnings before interest and taxes, has historically
been high for consulting industries, largely due to a low proportion of
nonlabor costs. As a result of the recession, however, healthcare
consultants lowered fees to retain valuable relationships as clients cut
costs. As the economy recovered during the current five-year period,
increased demand for consulting services permitted firms to increase
fees and return to their higher margins. In recent years, growth has
been especially high as a result of the passage and implementation of
the Patient Protection and Affordable Care Act (PPACA), resulting in
increased demand for healthcare consulting services. Though,
IBISWorld estimates that profit will decrease to an estimated 9.8% of
revenue for an average industry firm in 2020. The COVID-19
(coronavirus) pandemic is expected to result in operational challenges
due to remote platforms however, they are expected to be temporary.

 

  Wages

Operating expenses within the Healthcare Consultant industry are
driven primarily by employment costs. In 2020, IBISWorld estimates
that industry spending on labor (including wages, salaries, bonuses and
benefits) will represent 45.0% of total revenue. Labor costs include
expenditures for compensation, subcontractor and other personnel
costs, but they are also dominated by expenditures for experienced and
more costly client-service personnel. Since the majority of industry
employees are directly engaged in client services, rather than
administrative or support roles, management consulting firms generate
the highest profit margins.

Labor costs' share of industry revenue is affected by both personnel
utilization rates and wage rates. In the long term, the cost of obtaining
and retaining highly skilled consulting employees is subject to external
conditions in the labor market for experienced and talented graduates
of MBA programs and others; this trend also affects wages. Between
2015 and 2020, wages increased slightly as a share of revenue, from
40.0% to 44.8%. Wages' significant share of revenue reflect reflects the
high level of experience and knowledge required for healthcare
consultants as the sector grows progressively complex. Historically,
most consulting firms assigned junior consultants to projects with a few
senior consultants. Over the past five years, clients have increasingly
refused to pay for on-the-job training for junior staff. Instead, they are
asking for fewer and better consultants and setting them to work
alongside their own staff.

For larger companies, effective itinerary and task management, part-
time employment and maximum use of labor-saving technology can
lead to more efficient management of labor costs. Skilled consultants
are increasingly opting to act as independent contractors. Major
consultancies often have access to a variety of skilled staff, but mid-tier
operators often must rely on subcontractors when a particular skill set is
needed. Subcontracting costs have regularly risen over the past five
years.
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  Purchases

Purchases are expected to account for 2.5% of industry revenue in
2020. Healthcare consultants typically require the procurement of
office-related products and services that day-to-day operations are
dependent upon. Reimbursing agents for expenses, such as travel are
included in the purchases segment. Sub-contracting of professional
services can be a significant item in this category. Purchases have
declined as a share of revenue during the current five-year period.

 

  Marketing

Marketing is expected to account for an estimated 1.9% of industry
revenue in 2020. These costs have increased as a share of revenue
over the past five years, as heightened competition among healthcare
consultants has increased industry spending on marketing.

 

  Depreciation

The low share of depreciation, estimated at 0.8% of industry revenue,
reflects the industry's low capital intensity. This figure has risen slightly
over the past five years.

 

  Rent

Rent costs have remained stable over the five years to 2020, estimated
at 2.6% of industry revenue during the current year.
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  Utilities

Utilities account for an estimated 0.1% of industry revenue in 2020.
This figure has remained unchanged during the current five-year
period.

 

  Other Costs

Since healthcare consultants frequently travel to the client's site to
conduct operations, the costs of purchasing and maintaining
workspaces are low compared with industry averages, while marketing
and travel costs are relatively high. Industry operators do incur a variety
of other costs, including licensing fees and legal costs.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  INTERNAL COMPETITION

The Healthcare Consultants industry has a moderate degree of
competition.

Healthcare consultants typically compete on the basis of price, quality of services, level of expertise and the breadth
of service offerings. Given the high competition for large consulting projects and the importance of repeat business,
there is a strong emphasis placed on the quality of the insights and generating tangible results in a cost-effective
manner.

Competition within the industry has increased over the past five years, due to an influx of new entrants attracted by
the industry's growth. The plethora of new firms, often with discounted rates, has resulted in greater price-based
competition among industry participants. This factor contributed to lower average margins.

Quality of service remains one of the most important components of competition within the industry. A firm's ability to
generate tangible cost savings to clients and provided targeted advice for mergers and acquisitions, financial
management, human resources and IT infrastructure remains one of the primary areas of competition. In this regard,
a firm's reputation with past clients remains one of its biggest selling points. Healthcare consultants also leverage
their expertise and experience within healthcare-related fields to secure new clients.

While general healthcare consultants are benefiting from strong demand, consultants are increasingly focusing on
providing specialized expertise. This includes concentrating their service offering in areas such as information
technology or ancillary services.

EXTERNAL COMPETITION

Competition for healthcare consulting projects has increased from firms
in other industries.

Increasingly, the services provided by the Management Consulting industry (IBISWorld report 54161) and IT
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Consulting industry (54151) overlap with this industry. These industries have continued to expand their array of
service offerings to advertise themselves as one-stop-shops for clients. However, healthcare consultants can
emphasize their degree of experience within healthcare-related sectors to differentiate themselves.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Increasing

  Healthcare consultants experience a low level of
regulation and minimal start-up costs, resulting in a
relatively fragmented industry. The largest three
companies in the industry account for one-fourth of the
US market. While there is a low level of market share
concentration within the industry, concentration has
increased among major companies due to increased
merger and acquisition activity. These large firms benefit
from their established reputations and economies of
scale, which represents a slight barrier to entry for new
firms.

The primary barrier to entry is the specialist knowledge
required in healthcare fields. Typically, healthcare
consultants have prior experience working in a
healthcare-related field such as hospitals, pharmaceutical
companies, insurance or other healthcare-related fields.
Developing a network of clients that can provide regular
flow of work is another significant challenge for new
entrants, given the importance of brand name recognition
and referrals from past clients. Typically, new entrants
secure work through the request for proposal process
(RFP), which tends to be highly competitive. The industry
average for RFP conversion is 50.0%, according to the
American Association of Healthcare Consultants.

Barriers to Entry Checklist

Competition Medium  

Concentration Medium  

Life Cycle Stage Growth  

Technology Change Medium  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  The largest industry players, such as Accenture, Deloitte and IQVIA operate on a global basis. For example, Deloitte
has a professional network of companies operating in more than 150 countries, while IQVIA operates in more than
100 countries. Increasing connectivity between developed and developing economies has resulted in greater
international expansion among these diversified companies. However, smaller companies in the industry still tend to
compete domestically, typically within a specific geographic region.
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Major Companies

Major Players Accenture PLC

Market Share: 26.9%

  Accenture PLC (Accenture) is one of the world's leading management consulting, technology services and
outsourcing companies. Accenture began as the consultancy arm of accounting firm Arthur Andersen LLP, but split
from its parent company in 2000, just a year before Andersen Worldwide Societe Cooperative effectively dissolved
due to its involvement in the Enron scandal. Chartered in Dublin but headquartered in New York, Accenture has a
global presence, with operations in 55 countries and an estimated 425,000 employees. In fiscal 2020 (year-end
April), the company generated $43.2 billion in global revenue (latest data available).

Accenture's business is structured around the five major operating groups of its clients: consumer, media and
technology (e.g. communication, electronics and high tech, media and entertainment); financial services (e.g.
banking and insurance); health and public service; products (consumer goods, retail, travel services, industrial and
life sciences); and resources (chemicals, neural resources, energy and utilities). This industry focus enables
Accenture to provide clients with high-value expertise and insights from industry experts and professionals with local
market knowledge. Only the company's health and public services segment, as well as a small share of its products
segment, are relevant to the Healthcare Consultants industry.

Additionally, Accenture continues to pursue acquisitions to increase its market size. In fiscal 2013, the company
acquired Procurian Inc., a provider of procurement business process solutions. The acquisition was aimed at
enhancing Accenture's capabilities in procurement business process outsourcing. The company also completed
other, smaller acquisitions in fiscal 2015 to expand company product and service offerings. In 2017, the company
closed 37 transactions valued at more than $1.7 billion overall, nearly doubling its acquisitions from 2016. These
new acquisitions will strengthen the company's ability to help clients in the areas of business solutions, product
lifecycle management, military healthcare, mortgage processing and procurement business process outsourcing.

Financial performance

Accenture's US healthcare consulting revenue is expected to increase at an annualized rate of 9.6% to $1.9 billion
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over the five years to fiscal 2020. Growth has been fueled by rising healthcare spending, as well as the healthcare
reform law, driving demand for healthcare consulting. Accenture, like other management consulting firms, has
experienced high growth in digital services and analytics and will likely expand these business lines over the next
five years, either organically or through acquisitions. The company is expected to deliver lower growth in 2020 as it
worked to adapt to remote consulting, as a result of the COVID-19 (coronavirus).

 
Accenture PLC (US industry-specific segment) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Income

($m)
Growth

(% change)
2015 1,197.7 N/C 167.3 N/C
2016 1,427.1 19.2 201.9 20.7
2017 1,442.2 1.1 206.9 2.5
2018 1,736.2 20.4 249.8 20.7
2019 1,852.8 6.7 270.3 8.2

2020* 1,890.8 2.1 274 1.4
Source: Annual report and IBISWorld
Note: *Estimates; **Year-end April

United Healthcare

Market Share: 14.7%

  Headquartered in Minnetonka, MN, UnitedHealth Group Inc. (UnitedHealth) is a diversified healthcare company that
provide its services to individuals in more than 130 countries. The company provides both health insurance, as well
as numerous healthcare products to a variety of consumers. Despite the fact the company has a global presence,
an estimated 96.0% of the company's total revenue was generated by US-based customers. Overall, the company
generated $242.2 billion in total revenue and employed an estimated 300,000 people in 2019 (latest data available).

In 2017, UnitedHealth's pharmacy benefit manager Optum acquired The Advisory Board Company (Advisory
Board), a leading provider of performance improvement software and solutions to the healthcare and higher
education industries. Founded in 1986, the company went public in 2001 and grew to employ an estimated 3,800
professionals at the time of its acquisition. Advisory Board's healthcare programs, now operated by Optum, address
a range of clinical and business issues, including physician alignment and engagement; network management and
growth strategy, value-based care and population health; revenue cycle; clinical operations; and supply chain.

Financial performance

UnitedHealth's industry-relevant revenue, which includes the operations of the acquired Advisory Board, has grown
substantially over the five years to 2020, driven by the rapid growth in demand for healthcare consulting. Over the
five years to 2020, the company's industry-relevant revenue is projected to increase at an annualized rate of 10.8%
to $1.0 billion. During the current year, growth is expected to be especially slow, due to the COVID-19 (coronavirus)
though this may be temporary as hospitals require guidance in treating the influx of patients. Operating income has
likewise grown during the five-year period, rising at an annualized rate of 11.7%.

 
UnitedHealth Group Inc. (US industry-specific segment) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Income

($m)
Growth

(% change)
2015 619.6 N/C 43.5 N/C
2016 733.3 18.4 51.3 17.9
2017 808.7 10.3 61.1 19.1
2018 900.8 11.4 69.1 13.1
2019 1,000.6 11.1 81.3 17.7

2020* 1,033.5 3.3 75.5 -7.1
Source: Annual report and IBISWorld
Note: *Estimates
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Huron Consulting Group Inc.

Market Share: 5.3%

  Huron Consulting Group Inc. (Huron) is a global management consulting company that offers its services to a variety
of industries, including healthcare, education, legal and financial. According to the company, its services help clients
improve performance, reduce costs, leverage technology, process and review large amounts of complex data,
address regulatory changes, recover from distress and stimulate growth. The company provides its consulting
services to a wide variety of both financially sound and distressed organizations, including healthcare organizations,
leading academic institutions, Fortune 500 companies, governmental entities and law firms. The company has
grown substantially since it was founded in 2002, with the number of employees rising from an initial 249 to 3,269
people at the end of 2019 (latest data available). In 2019, the company's global revenue reached $876.8 million
(latest data available).

Huron operates through five operating segments: healthcare; legal; education and life sciences; business advisory;
and all other. Only the company's consulting services in the healthcare and education and life sciences segments
are relevant to the industry. The company's healthcare segment provides consulting services to national and
regional hospitals and integrated health systems, academic medical centers, community hospitals and physician
practices. The education and life science segment provides management consulting services and software solutions
to industries related to higher education, academic medical centers, pharmaceuticals and medical devices and
research. In 2019, the healthcare segment represented 51.0% of the company's total revenue, while the education
and life sciences segment accounted for 18.0% (latest data available).

Huron has actively acquired industry-relevant companies over the past five years. In 2015, for example, the
company completed the acquisition of the Frankel Group Associates LLC, a New York-based life sciences
consulting firm. The same year, Huron purchased Vonlay LLC, a healthcare technology consulting firm.

Financial performance

Huron's industry-relevant revenue has grown substantially over the past five years, driven by the rapid growth of the
industry and the company's acquisition activity. Over the five years to 2020, the company's industry-relevant
revenue is projected to decrease at an annualized rate of 3.5% to $373.7 million. Growth was strong during the
beginning of the five-year period, the result of rising demand for healthcare consulting driven by the passage and
implementation of the Patient Protection and Affordable Care Act (PPACA). However, the company's profit has
shrunk in recent years. According to IBISWorld estimates, Huron's industry- relevant operating income is expected
to decline at an annualized rate of 21.9% to $19.3 million. The company has reported it has helped organizations
and cities like New York City in setting up COVID-19 testing centers.

 
Huron Consulting Group (US industry-specific segment) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Income

($m)
Growth

(% change)
2015 446.9 N/C 66.2 N/C
2016 424.9 -4.9 43.4 -34.4
2017 356.9 -16.0 -101.1 N/C
2018 364.8 2.2 23.9 N/C
2019 399.2 9.4 29 21.3

2020* 373.7 -6.4 19.3 -33.4
Source: Annual report and IBISWorld
Note: *Estimates

Other Companies The Healthcare Consultants industry has a medium level of concentration, with the top four firms accounting for
more than 70.0% of the US market. Beyond the large firms, there are hundreds of smaller firms and boutiques that
serve healthcare clients, and many of these smaller companies are either focused on only one healthcare segment
or are more geographically focused, specializing in the unique structure of the healthcare market in a single country.
Firms such as BearingPoint, Booz Allen Hamilton Holding Corporation, the Boston Consulting Group, Capgemini
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SE, CSC, IBM Global Services, Ingenix Consulting Inc., IQVIA, KPMG, McKinsey & Company, Navigant Consulting
Inc. and Putnam Associates MBT make up the second tier of industry companies. Some of these companies
represent more than 1.0% of the market, such as IMS Health, while the majority represents less than 1.0%.
Healthcare consulting companies compete to employ the most skilled and experienced professionals, who, in turn,
offer greater expansion and depth of knowledge in niche markets. As a result, the major players in this industry have
a substantial advantage over smaller companies because they are able to offer higher salaries and better benefits.

IQVIA

  Market Share: 3.2%
  Formed through the merger of IMS Health Inc. and Quintiles in 2016, IQVA is a leading global provider of consulting

services to healthcare firms. Headquartered in North Carolina and Connecticut, IQVIA operates in more than 100
countries and provides market intelligence and strategic consulting to the pharmaceutical and healthcare industries.
The company offers a variety of market intelligence products, including product and portfolio management
capabilities, commercial effectiveness innovations, managed care and consumer health offerings and consulting
solutions. All of these services aim to help improve clients' daily operations and productivity. In addition to working
with clients directly, IQVA also produces general reports that forecast healthcare market conditions, which are used
to assist clients with financial projections.

Similar to Deloitte, IQVIA has focused on offering specialized consulting services to companies that operate across
countries. IQVIA's US industry-relevant revenue is expected to increase to $223.5 million over the five years to
2020. Company profit has also grown relatively steadily since 2015. In 2020, the company's industry-specific margin
is expected to be over 10.0%.
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Operating Conditions
 

Capital Intensity The level of capital intensity is    Low

  The Healthcare Consultants industry is
fundamentally service-oriented; consequently,
capital intensity is low, despite economy-wide
increases in the use of labor-saving technology. For
every $1.00 spent on labor in the industry, only an
estimated $0.02 is spent on capital in 2020. This
ratio represents no change from 2015.

Labor intensity

In 2020, wage costs are expected to account for
45.0% of industry revenue. The significant share of
labor costs indicates the high level of education and
experience required of healthcare consultants.
Further, a premium is paid for consultants with a
name, reputation and professional network that will
draw business to the firm; contracts can be won or
lost if a certain expert enters or leaves a company.
The consultation process is very personalized, and
a firm's most respected consultants are often
requested by name. However, the impact of
recessionary layoffs was evident in healthcare
consulting, through industry-wide declines in
employment prior to the current five-year period. As
business picked up in more recent years, revenue
has rebounded, but the complexity surrounding the
healthcare sector has also increased. This trend
has caused wage costs to increase as the level of
experience and education of consultants rises.

Capital spending

Capital intensity within the Healthcare Consultants
industry is relatively low compared with the sector-
wide average. While still labor-intensive, other
industries in the sector, such as Environmental
Consulting Services and Other Scientific and
Consulting Services (IBISWorld reports 54162 and
54169) have a relatively greater reliance on costly
scientific equipment, resulting in a higher level of
capital intensity. By contrast, capital investments by
healthcare consulting firms are largely limited to the
computer programs, networking and computer
hardware necessary to conduct analysis and
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communicate with clients.

Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

  The Healthcare Consultants industry has not been disrupted by
technological change as the nature of industry services are labor
intensive and require consultants to advise clients in in person.

Technological advancements relative to the services provided by operators in this industry have enabled companies
to keep better track of their services and permitted individual experts to advance the quality of their work. However,
technological disruption does not pose a threat to the services of industry experts. In fact, technological change
across the healthcare sector typically creates additional demand for healthcare consultants.

The level of technology change is    Medium

  The Healthcare Consultants industry has experienced significant
technological change over the past decade.

The industry is relatively labor intensive with productivity primarily depending on employees' skill-sets, rather than on
the technology those employees use. Nonetheless, major industry companies must devote considerable resources
to maintaining the security and integrity of their technological infrastructure or risk compromising sensitive client
data. While developments in internal online databases facilitate information-sharing within a firm, they
simultaneously compel adopters to invest in heightened security measures to protect proprietary firm knowledge and
client information. Since consultants have access to sensitive client information, industry operators must invest in
continually evolving security software to mitigate the risk of the security breaches.

IT services

A high level of technological change has occurred in the industry's IT-
related service offerings.

EHR systems implementations are an important service offering provided by the industry, as physicians and
hospitals increasingly transfer over to electronic rather than paper-based record systems. Innovation in the use of
cloud computing has also brought about significant technological change for the industry, as clients have transferred
from client-server systems to internet-based systems.

Revenue Volatility The level of volatility is    Medium

 

  The Healthcare Consultants industry has a moderate level of revenue
volatility.

Over the five years to 2020, annual industry revenue has grown rapidly, rising by as much as 8.8% in 2016. Growth
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has been rapid during this period as a result of rising healthcare costs and the implementation of healthcare reform
in 2015, generating demand for industry services.

Revenue determinants

Typically, the fate of healthcare consultants is tied to the state of the economy, with stable economic conditions
resulting in strong revenue growth for industry participants. Healthcare consultants contend with additional volatility
due to a dependency on government funding for certain services and for most clients. Government funding is
generally stable from year to year; however, it is susceptible to the changing political landscape and can change
from year to year.

Healthcare consulting revenue is linked to, but not determined solely by macroeconomic conditions. Corporate profit
levels determine the availability of funds for private sector consulting, while tax revenue largely determines the funds
available to the public sector. In some cases, consulting expenditures are viewed as discretionary and can quite
often be deferred by potential clients that are experiencing compressed profit. In particular, the recent recession
resulted in government cost controls. Subsequently, Medicare and Medicaid reimbursement cuts reduced physician
and hospital revenue. These markets then cut spending on outside consulting services.

Regulation & Policy The level of regulation is    Light and the trend is Increasing

The Healthcare Consultants industry experiences a relatively low level of
government regulation.

There are no licensing or certification requirements necessary for companies to operate as healthcare consultants.
However, several certifications are available to healthcare consultants through the American Association of
Healthcare Consultants and the National Society of Certified Healthcare Business Consultants. The industry also
experiences regulations related to consumer privacy protection laws that govern the protection of health and other
personally identifiable information.

HEALTHCARE REFORM DRIVES DEMAND

In addition, many cross-industry laws and regulations have a significant
impact on industry operations.

In 2010, the Obama administration passed the PPACA and the Health Care and Education Reconciliation Act. The
reforms aim to provide insurance coverage millions of Americans not previously covered. However, the repeal of the
individual mandate under the Trump Administration is expected to limit the growth of future private insurance roles.

Additionally, the PPACA made changes to government healthcare programs. The myriad of changes initiated under
the healthcare reform law affecting everyone from consumers to healthcare providers and resulting in drastic
changes to government programs such as Medicare and Medicaid have driven demand for consulting services,
necessitated by the need of industry clients to understand and adapt to the reform laws.

HITECH ACT

Furthermore, the HITECH Act, which is part of the American Recovery and
Reinvestment Act, created a system of reimbursements and penalties for
healthcare providers to transfer to EHR systems by 2015.

The Act also creates additional penalties for privacy and security violations, which is expected to result in greater
demand for security enhancements.

Industry Assistance The level of industry assistance is    Low and the trend is Steady

The Healthcare Consultants industry obtains no special assistance or
protection from the government.

Nevertheless, several trade organizations represent the industry. The American Association of Healthcare
Consultants provides credentials to industry consultants as well as professional development opportunities and
industry research. Furthermore, the National Society of Certified Healthcare Business Consultants provides
educational programs, survey information and development opportunities to its members. Moreover, the Healthcare
Consultants industry indirectly benefits from government support directed toward healthcare clients in the form of
Medicare, Medicaid, Tricare and Veteran's Affairs reimbursements and regulation requirements.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Total health
expenditure ($

trillion)
2011 4,479 2,316 40,409 40,004 49,083 N/A N/A 1,721 N/A 3.20
2012 4,815 2,429 41,848 41,439 52,148 N/A N/A 1,933 N/A 3.20
2013 5,058 2,628 42,647 42,139 53,635 N/A N/A 1,976 N/A 3.20
2014 5,570 2,899 47,362 46,826 60,075 N/A N/A 2,164 N/A 3.20
2015 5,835 3,051 49,972 49,449 63,382 N/A N/A 2,334 N/A 3.30
2016 6,351 3,328 54,262 53,693 68,929 N/A N/A 2,560 N/A 3.40
2017 6,525 3,469 57,752 57,177 73,345 N/A N/A 2,731 N/A 3.40
2018 6,892 3,800 66,165 64,989 83,319 N/A N/A 2,993 N/A 3.40
2019 7,191 3,940 70,244 69,065 87,839 N/A N/A 3,149 N/A 3.50
2020 7,024 3,901 72,855 71,903 88,634 N/A N/A 3,157 N/A 3.10
2021 7,469 4,185 78,200 77,224 94,635 N/A N/A 3,368 N/A 3.60
2022 7,843 4,408 83,271 82,306 99,984 N/A N/A 3,554 N/A 3.80
2023 8,220 4,645 88,675 87,738 105,522 N/A N/A 3,746 N/A 3.90
2024 8,408 4,783 93,377 92,565 109,424 N/A N/A 3,874 N/A 4.00
2025 8,768 5,011 98,985 98,231 114,853 N/A N/A 4,061 N/A 4.20

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Total health
expenditure

(%)
2011 7.78 14.1 1.65 1.51 2.78 N/A N/A 6.26 N/A 0.00
2012 7.49 4.85 3.56 3.58 6.24 N/A N/A 12.3 N/A 0.00
2013 5.05 8.20 1.90 1.68 2.85 N/A N/A 2.20 N/A 0.00
2014 10.1 10.3 11.1 11.1 12.0 N/A N/A 9.54 N/A 0.00
2015 4.76 5.23 5.51 5.60 5.50 N/A N/A 7.82 N/A 3.12
2016 8.83 9.08 8.58 8.58 8.75 N/A N/A 9.69 N/A 3.03
2017 2.75 4.21 6.43 6.48 6.40 N/A N/A 6.69 N/A 0.00
2018 5.61 9.54 14.6 13.7 13.6 N/A N/A 9.59 N/A 0.00
2019 4.34 3.70 6.16 6.27 5.42 N/A N/A 5.20 N/A 2.94
2020 -2.33 -1.01 3.71 4.10 0.90 N/A N/A 0.26 N/A -11.4
2021 6.33 7.30 7.33 7.40 6.77 N/A N/A 6.68 N/A 16.1
2022 5.00 5.30 6.48 6.58 5.65 N/A N/A 5.52 N/A 5.55
2023 4.80 5.37 6.48 6.59 5.53 N/A N/A 5.39 N/A 2.63
2024 2.28 2.98 5.30 5.50 3.69 N/A N/A 3.41 N/A 2.56
2025 4.28 4.75 6.00 6.12 4.96 N/A N/A 4.82 N/A 5.00

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2011 51.7 N/A N/A 91.3 38.4 1.21 35,055
2012 50.4 N/A N/A 92.3 40.1 1.25 37,064
2013 52.0 N/A N/A 94.3 39.1 1.26 36,832
2014 52.1 N/A N/A 92.7 38.9 1.27 36,023
2015 52.3 N/A N/A 92.1 40.0 1.27 36,816
2016 52.4 N/A N/A 92.1 40.3 1.27 37,137
2017 53.2 N/A N/A 89.0 41.9 1.27 37,238
2018 55.1 N/A N/A 82.7 43.4 1.26 35,926
2019 54.8 N/A N/A 81.9 43.8 1.25 35,852
2020 55.5 N/A N/A 79.3 45.0 1.22 35,623
2021 56.0 N/A N/A 78.9 45.1 1.21 35,594
2022 56.2 N/A N/A 78.4 45.3 1.20 35,550
2023 56.5 N/A N/A 77.9 45.6 1.19 35,501
2024 56.9 N/A N/A 76.8 46.1 1.17 35,404
2025 57.1 N/A N/A 76.3 46.3 1.16 35,358
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Additional Resources
Additional
Resources

US Census Bureau
http://www.census.gov

American Association of Healthcare Consultants
http://www.consultprism.com/aahc.htm

National Society of Certified Healthcare Business Consultants
http://www.nschbc.org

Industry Jargon ELECTRONIC HEALTH RECORD (EHR)
A systematic collection of electronic health information about individual patients or populations.

HITECH
Acronym referring to Health Information Technology for Economic and Clinical Health, an act signed into law as part
of the ARRA in 2009 to promote adoption and use of health information technology.

MEANINGFUL USE
Provisions in the HITECH Act that authorize payments to clinicians and hospitals that use EHRs in a way that
significantly improves clinical care.

OUTPATIENT CARE
Medical care or treatment that does not require an overnight stay in a hospital or medical facility.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labor.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labor; medium is $0.125 to $0.333 of capital to $1 of labor; low is less than $0.125 of
capital for every $1 of labor.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
the US Bureau of Economic Analysis’ implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within the United States, regardless of their country of origin. It is derived
by adding imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and seasonal employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by US companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in the United States.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
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players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED (IVA)
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%, medium is 5% to 20%, and high is more than 20%. Imports/domestic demand:
low is less than 5%, medium is 5% to 35%, and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
West | CA, NV, OR, WA, HI, AK
Great Lakes | OH, IN, IL, WI, MI
Mid-Atlantic | NY, NJ, PA, DE, MD
New England | ME, NH, VT, MA, CT, RI
Plains | MN, IA, MO, KS, NE, SD, ND
Rocky Mountains | CO, UT, WY, ID, MT
Southeast | VA, WV, KY, TN, AR, LA, MS, AL, GA, FL, SC, NC
Southwest | OK, TX, NM, AZ

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.



IBISWorld helps you find the industry
information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.

Copyright 2021 IBISWorld Inc.
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