McKinsey Global Survey Results:
Creating organizational transformations

If organizational
transformations are to
succeed, change
can't be thought of as
a single, standardized
process.

Organizations need to change constantly, for all kinds of reasons, but achieving a true
step change in performance is rare. Indeed, in a recent McKinsey survey of executives
from around the world," only a third say that their organizations succeeded in doing

so. Executives were also asked how their organizations designed and managed a recent
change effort, how they engaged employees in it, and how involved senior leaders were.

The survey results highlight several important tactics that organizations use to
transform themselves successfully. Setting clear and high aspirations for change is the
most significant. A second tactic is engaging the whole company in the change effort
through a wide variety of means; a highly involved and visible CEO is important, but
successful companies also use various other communication and accountability
methods to keep people involved—far more methods than unsuccessful companies
use. Also notable: successful companies are far likelier to communicate the need

for change in a positive way, encouraging employees to build on success rather than
focusing exclusively on fixing problems.

"The McKinsey Quarterly conducted the survey in July 2008. A total of 3,199 executives from industries and regions
around the world responded.
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Planning a transformation

Although change in corporations is often talked about as if it’s all the same, the survey
highlights the great variety of goals that organizations are trying to achieve through
a transformation (Exhibit 1).

Exhibit 1
Why change?

% of respondents!

What overall objective, if any, was your company trying to reach with its transformation?

Moving from good performance _ 35 Splitting up or divesting part I 4
to great performance of the organization

" Preparing for privatization or
Reducing costs - 15 market liberalization I 2

Turning around a crisis situation - 12 Other . 7

Completing or integratin | have not experienced a
a meri T g grating - 12 significant transformation in . ®
9 the past five years

Expanding geographically
(eg, globalizing) - 9

'Figures do not sum to 100%, because respondents who answered “don’t know” are not shown; data are weighted
by GDPs of constituent countries to adjust for differences in response rates.
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Setting a clear and significant stretch goal might seem like an obvious first step for

an organizational transformation. And, in fact, the results do show that executives who
believe that their organizations transformed themselves successfully are much likelier
than others to say that their goals were both clearly defined and truly transformational
(Exhibit 2).

However, organizations clearly don’t get this right as often as they’d like: nearly

a quarter of the respondents say the target was not well defined. When asked what
they’d do differently if they had to undertake their transformations again, nearly

half of all respondents say they would set clearer targets—significantly more than any
other option.

Another indication of a mismatch between goals and outcomes: among
respondents who say that the transformation was supposed to affect

the whole organization, only 54 percent say that the daily work routines of
a majority of the workforce actually changed as a result

4

C\

Exhibit 2
Targeting success

% of respondents!

Which of the following statements best describes the targets your company
set to define success for the transformation?

Success of transformation

Not successful Somewhat successful, Very successful, Extremely successful,
atall, n =1452 n=1494 n=2817 n=1592

Well defined in financial or

oasented a gonie N :
represented a genuine new . 16 - 36 2 80
level of performance

Well defined in financial
or operational terms but
did not stretch the . 20 - 32 . 20 . 13

company significantly

Not well defined s E K

TExcludes respondents who answered “don’t know” or “other”; data are weighted by GDPs of constituent countries to adjust
for differences in response rates.
2Figures do not sum to 100%., because of rounding.
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Engaging for success

It’s a commonplace of the change-management literature that both employees and
leaders need to be engaged in the process. Responses to the survey quantify the
difference that engagement can make to the success of a transformation and show how
successful companies differ from others in how they engage.

Although most respondents say that the CEO or the relevant business unit leader was
very strongly involved in the transformation project, these leaders were much more
involved and much more visible at companies where the transformation was successful
(Exhibit 3).

The data also suggest that engaging staff as early in the process as possible is related to
success. For example, the most common planning method at organizations where the
respondents view the transformation as extremely successful is large-scale collaboration
across the organization, with 38 percent choosing that approach. In contrast, at
organizations where they don’t see the transformation as at all successful, only 7 percent
engaged the staff in this way, while nearly half say the CEO and top team did most

of the work alone.

Overall, only a third of respondents say the transformation
program was very or extremely successful

Exhibit 3
The value of visibility

% of respondents’

Houw visible was the CEO’s or business unit leader’s involvement in
the transformation?

Success of transformation

Not successful Somewhat successful, Very successful, Extremely successful,
atall, n=144 n=1519 n=835 n =165

Notatallvisble [ 23 B |3 R
Notveryvisible [ 29 B = B o [ BE

TExcludes respondents who answered “don’t know”; data are weighted by GDPs of constituent countries to adjust for
differences in response rates.
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Another crucial role an organization’s leaders can play is to ensure that communication
about the transformation is as clear and effective as possible. The survey results
indicate that respondents whose organizations emphasized building on successes, rather
than focusing exclusively on fixing problems, are much more apt to consider the
transformation successful (Exhibit 4).

Yet communication alone, the data suggest, isn’t enough to engage the organization
successfully. One reason may be the sheer scale of many transformations; they can
change the lives of thousands of staffers around the world. Indeed, executives overall say
that, among all the tactics their companies used to mobilize employees, they were

least successful at ensuring that frontline workers felt ownership of the change—Iless
than a third of all respondents say their companies achieved this goal. Further, even

at the most successful companies, more than a quarter of respondents say they would
spend more time engaging the staff if they had to undertake the transformation again.

Exhibit 4
How to communicate

% of respondents!

Where did your company place the most emphasis in its communications
about the transformation program?

Success of transformation

Not successful Somewhat successful,  Very successful, Extremely successful,
atall, n=150 n =1,5402 n = 8382 n = 1662

A roughly equal mix of

emphasizing both problems - 19 - 38 _ 50 _ 49

and successes

Spotlighting where things

already worked well and

asking how to build on - 18 - 22 - 2 - 3
that success elsewhere

Spotlighting where things

were not working and how - 28 - 27 . 15 . 10

to fix them

Qther - EE K E 'k
e Don't know M |: | 2 |3

\ Y, "Data are weighted by GDPs of constituent countries to adjust for differences in response rates.
] 2Figures do not sum to 100%, because of rounding.
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That may explain why successful companies use several different tactics to engage

the whole organization. Executives at companies where the transformation was extremely

successful used more than three times as many different tactics as executives at

unsuccessful companies did.* Among the successful ones, engaging the organization

through ongoing communication and involvement edges out accountability as

the tactic used most frequently (Exhibit 5). Another indication of the relationship

between engagement and success is that ongoing involvement drops to third

place among all respondents and to fifth place among those who say the transfor-

mation was not at all successful.

%At companies where the respondents considered the transformation not at all successful, an average of 1.6 tactics
were used; at somewhat successful companies, 3 tactics; at very successful companies, 4.3; and at extremely successful

companies, §.1.

Exhibit 5
How successful companies engage

% of respondents whose transformation was extremely successful,! n =166

Among the tactics your company used to mobilize staff bebind the transformation, which of

the following, if any, do you think were successful?

Engaging and energizing
organization through ongoing
communications and involvement
(eg, short-term wins, celebration of
successes, symbolic actions)

Establishing clear executive
sponsorship and conducting
ongoing monitoring to hold people
accountable for impact

Deploying talented resources to
carry out effort and build required
skills

Mobilizing senior team and group

of change leaders to model desired _ 57

changes

Organizing transformation into a
clear structure made up of readily
understandable sections

64

62

Focusing efforts on bath corporate
performance (significant near-
term impact) and corporate health
(sustainability and continuous
improvement)

Creating and communicating
emotionally compelling narrative
about transformation (‘change
story’)

Reinforcing and embedding
change by using performance
targets and incentives

Ensuring frontline staff felt
ownership of change

54

54

52

'Figures do not sum to 100%, because respondents could choose more than 1 answer; data are weighted by GDPs of

constituent countries to adjust for differences in response rates.
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Looking ahead

* The survey shows that, if organizational transformations are to succeed, change can’t
be thought of as a single, standardized process. One implication is that companies
should use a range of tactics in conjunction to engage their employees as early as
possible. They ought to base their tactics on the type of transformation they are
planning and the methods to which their employees will respond best.

*In addition, companies are investing an average of six months in planning their
transformations yet still aren’t managing to set clear, aspirational goals. A company
that spends its planning time thinking through the goal appropriate for its situation
seems likelier to transform itself successfully. ®

Contributors to the development and analysis of this survey include Mary Meaney and Caroline

Pung, a principal and consultant, respectively, in McKinsey’s London office.
The authors would like to acknowledge the contributions of Sidhanth Kamath to this work.
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