McKinsey
& Company

2021 ESG Report

Accelerating
Sustainable and
Inclusive Growth

=
ZZ ==
-
77775722
L

Colleagues like Shireen Gomaa
joined McKinsey through Generation,
an independent nonprofit founded

by McKinsey that offers training,
placement, and support to help people
find life-changing careers.



McKinsey 2021 ESG Report

Contents

Overview

Our insights

Our clients

Our people

Our firm Reporting

Overview

3 Message from our global
managing partner

4 About McKinsey

6 Our ESG approach

8 Stakeholder engagement

9 Materiality assessment

10 2021yearinreview

13 McKinsey Health Institute

Our insights

15 Insights for impact
16 Research highlights
from 2021
18 McKinsey Global Institute

Our clients

20

21
25
28
31

Driving holistic impact

with clients

Innovating to net zero
Increasing inclusion
Enabling enduring growth
Broadening our capabilities

Our people

34 Our approach

35 Talent attraction

36 Development

38 Caring for our colleagues

41 Diversity, equity, and
inclusion

Our firm

47
51
58
60
61

62
63

Giving back to communities
Environmental sustainability
Ethics and values

Working with clients

Data privacy and
information security

Human rights

Sustainable procurement

Reporting

65 About this report

66 GRI Content Index

72 WEF IBC Index

74 TCFD Index

81 UNGC Communication
on Progress

82 Independent assurance
statement



3 McKinsey 2021 ESG Report

Overview Our insights

Our clients Our people Our firm Reporting

Message from
our global

managing partner

A letter to all our stakeholders

While this report focuses on 2021, today we face a humanitarian crisis
in Ukraine and beyond. Like others, we have mobilized to tackle the
consequences of a horrific war, including by stopping our work in
Russia, relocating our people, and contributing $28 million—inclusive
of our $18 million cash donation to relevant organizations, and our
$10 million commitment in pro bono support. We hope for a path to
peace and to the rebuilding of lives and livelihoods.

J

L.

B:

Bob Sternfels speaking with McKinsey colleagues in Poznan, Poland in April 2022

Reflecting on 2021

2021 was an extraordinary year as forces reshaped society, business,
and the communities where we live and work. We saw progress

in battling COVID-19, renewed commitment to our planet, and
remarkable human resilience in balancing work, life priorities, and
societal needs. It was a year when companies led with courage and
took greater responsibility to benefit all stakeholders. It was also a
year of personal transition as | became McKinsey’s global managing
partner. In my role, | see that the leadership challenge of this moment
is to accelerate sustainable and inclusive growth for the world. We too
often talk about trade-offs between growth on one hand and societal
benefits on the other. | believe the future belongs to those who can
drive growth that is both sustainable and inclusive. At McKinsey, we
are working to do so with purpose.

Enabling resilient growth

We believe that growth is necessary to secure increased prosperity
and well-being for everyone. We drive growth as a holistic impact
partner for our clients. We also drive growth through initiatives like
our McKinsey Institute for Black Economic Mobility. Along with driving
growth, building resilience for our clients, society and ourselves is a
priority. Overlapping global disruptions are exhausting organizations,
their people, and economic buffers. Therefore, building resilience is
essential.

Innovating to net zero

We aspire to be the world’s largest private sector catalyst for
decarbonization. In 2021, we partnered with over 400 clients to support
their climate transition and ESG journeys. We are pursuing science-
based targets to decarbonize our own operations by 2025 and achieve
net-zero impact by 2030. We continue to innovate our client service
and create insights that help define the problem and shape the solution,
such as our report on The Net-Zero Transition outlining what it will take
to achieve net-zero emissions by 2050.

Increasing inclusion

We aim to create economic opportunity to reduce inequalities and enable
inclusive growth. By investing in human capital in the same way we invest
in physical capital, we can foster workforce diversity and reskill or upskill
people so they can thrive. As well as advising clients on diversity, equity,
and inclusion, we are making progress across our firm—in 2021, we
elected our most diverse class of partners and senior partners.

Setting the standard for our profession on accountability

and compliance

We continue to strengthen our risk management processes and culture.
We now have an “industry-first” client service policy that requires we
evaluate every engagement and client to determine if we will meet the
high expectations and ethical standards our clients and others have of
us—and we have of ourselves.

On behalf of our 38,000+ colleagues in more than 65 countries, | am
proud of the significant steps we have taken on our environmental,
social, and governance (ESG) journey this past year. We have a new
ESG framework that builds on our sustainable, inclusive growth
ambition, established an ESG Council to maintain a sharp focus, and
we continue to evolve our external reporting—including aligning
with the Task Force for Climate-related Financial Disclosures (TCFD)
recommendations for the first time.

Throughout this report, you will find details about the progress we are
making. While | am proud of what we have accomplished, | am even
more excited for what is still to come.

goé §7ch//t/é /s

Bob Sternfels Global Managing Partner, McKinsey & Company
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About McKinsey

McKinsey is a global management consulting
firm committed to partnering with organizations
to accelerate sustainable and inclusive growth.

We work with clients across the private, public, and social sectors
to solve complex problems and create positive change for all
stakeholders. To do that, we operate a “one firm” global partnership
that fully embodies our values and our high standards of ethical
conduct and social and environmental responsibility.

We are owned and governed by our 2,700+ partners. As a global firm,
we do not have traditional headquarters and our managing partner
chooses their home office. To attract, develop, excite, and retain
exceptional people, we are committed to an inclusive, diverse firm
that reflects the communities in which we live and work.

1926 38,000+

Founded by James O.
McKinsey

colleagues globally

Our strategy

2021 marked a pivotal moment for our firm, as we set a long-term
ambition to help shape and accelerate a new era of growth that is both
sustainable and inclusive. We believe that today’s leaders have a unique
opportunity to adopt a form of growth that:
e treats growth, sustainability, and inclusion as mutually reinforcing
* is more sustainable, driving innovation while reducing

environmental impact
e ismore inclusive, creating access to opportunities for more

people worldwide

These goals are mutually reinforcing. We do not see this as an “either/or"—
instead, we embrace it as an “and.” For us, it is important to be in the arena,
helping our clients to deliver economic growth, increase inclusion, and
transition to a net-zero economy.

Sustainable, inclusive growth is an expression of our broader purpose. Itis
our “North Star” for the way we serve clients, manage our firm, and engage
with communities, suppliers, partners, and other stakeholders. We are
committed to using our unigue strengths—the breadth of our insights and
expertise, our distinctive people, and our ability to convene a diverse set
of leaders—to accelerate sustainable and inclusive growth for the world.

65+

countries

130+

cities

Governance

McKinsey is designed to operate as “one firm”—a global team united
by our collective purpose, mission, and values. We are led by our
global managing partner, our elected board of directors known as the
Shareholders Council (SHC), a global leadership team known as the
Acceleration Team (AT), and the leaders of our offices and practices.
Learn more about Our Leadership .

The SHC includes the managing partner and 30 senior partners who are
elected by their peers. It has standing committees that cover topics such
as client service; firm finance and infrastructure; our people model; risk,
audit and governance; and our technology, knowledge, and capabilities.

The AT, composed of the managing partner and firm leaders
representing regions, industries, client capabilities, finance, people,
reputation, and risk functions, aims to support and accelerate the
execution of our strategies.

In addition, we convene an External Advisory Group composed of
senior leaders from various industries to provide diverse and objective
perspectives to inform the overall strategy of the firm, help identify
macro risks, and guide our efforts of continuous improvement.

$15b+ ~3,000

in revenue

clients served


https://www.mckinsey.com/about-us/overview/our-leadership
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How we create value

By realizing our ambition to accelerate sustainable and inclusive growth
for the world, we will create value for our stakeholders and our firm.

Our guideposts Purpose

Create positive, enduring change in the world

Mission
Help our clients make distinctive, lasting, and substantial

improvements in their performance and build a great firm that
attracts, develops, excites, and retains exceptional people

Accelerating
sustainable

and inclusive
growth

Our foundations

Client service and
relationships

Capabilities, insights, @ Expertise of External ‘E@ One firm

and technology assets our colleagues collaborations partnership model

Clients
Sustainably enhance clients’ financial performance,
growth, organizational health, and capabilities

Enable inclusive workforces and support livelihoods
of those impacted by our clients’ operations

Support those connected to client work, including
clients’ customers, workforces, and communities

Colleagues
Support well-being and foster a culture of continuous
learning and a diverse and inclusive workplace

Communities
Strengthen communities through giving back, pro
bono activities, and other social responsibility efforts

Climate
Support environmental sustainability and a just
transition to a net-zero economy

With our clients, lead a wave of innovation and
growth to reach net zero by 2050

Pursue our own decarbonization to achieve
net zero by 2030
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Our ESG
approach

At McKinsey, our commitment to accelerating
sustainable and inclusive growth informs and
guides our ESG agenda.

ESG framework

In 2021, we undertook a process to integrate our ESG priorities,
identified through the most recent materiality assessment, into our
firm’s broader sustainable and inclusive growth strategy. The resulting
ESG framework lays out the specific ambitions and actions that will
enable us to accelerate sustainable and inclusive growth for the world
through our work with clients, how we operate our firm, and how we
engage with other stakeholders to expand our impact, including our
suppliers, communities, partners, peer organizations, and others.

The framework was approved by our SHC.

ESG oversight

Our commitment to ESG starts at the highest levels of our firm, with our
priorities supported by our global managing partner and with oversight
from board-level committees and leadership.

In 2021, we enhanced our ESG oversight structure by chartering an ESG
Council represented by senior firm function and client service leaders.
The ESG Council charter is to define our ESG priorities, set our direction,
and monitor progress, and is complemented by an ESG Working Group
and an ESG Next-Generation Group to help operationalize the strategy
and embed ESG initiatives across our firm. At the board level, the

Risk, Audit, and Governance Committee of the SHC provides strategic
direction to and oversight of ESG priorities and commitments, with
relevant board committees overseeing specific ESG initiatives.

Accountability and transparency
We are committed to continually enhancing our transparency and
accountability—to our clients, our people, and our stakeholders.

This commitment has led us to join the World Economic Forum’s
(WEF) Stakeholder Capitalism Metrics initiative and serve as a
member of the World Business Council for Sustainable Development
(WBCSD). We also participate in CDP and receive annual ratings from
EcoVadis, the leading sustainability ratings organization.

Our voice and platform can also help inform robust public debates on
environmental and social issues. To do this, we take an approach that
is guided by our purpose, mission, and values. Drawing on our research
and insights, we contribute to debates on pressing issues and support
solutions at scale while maintaining our professional independence
and objectivity.

Our commitment to the United Nations Sustainable
Development Goals
McKinsey is committed to advancing the United Nations Sustainable

Development Goals (UN SDGs), the global framework for driving progress

toward a more sustainable future. Advancing the SDGs is critical to our
firm’s strategy to accelerate sustainable and inclusive growth.

Through our client service, our research and insights, our pro bono

activities, and on-the-ground support for communities, we are contributing

to all17 SDGs to varying degrees. However, we believe we can make
the most sustainable and scalable impact in the SDG areas that reflect
McKinsey’s unique strengths and capabilities. These goals represent
where we have the greatest capacity for impact and action.

Our contribution to the SDGs through the firm’s
sustainable and inclusive growth strategy:

Sustainability:

1 2 RESPONSIBLE
CONSUMPTION
AND PRODUCTION

1 CLIMATE 1 LIFE 1 Iﬁl'I;EMND

ACTION

3 2

BELOW WATER

O

Inclusion:

GENDER 10 REDUCED
EQUALITY INEQUALITIES

A
(=)

v

Growth:

DECENT WORK AND
ECONOMIC GROWTH

o

NO QUALITY
POVERTY EDUCATION

|
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Our ESG framework
Our framework outlines specific ambitions and actions that will enable
us to accelerate sustainable and inclusive growth for the world.

Accelerating

sustainable
and inclusive
growth
Environment Governance

Catalyze decarbonization with our clients,
in our firm, and through partnerships

Our clients

Be the leading catalyst for global
decarbonization by helping our clients through
their sustainability, climate, energy, and
ESG transformations

Our firm

Achieve net-zero climate impact by 2030,
and reduce our own emissions in line with our
validated near-term science-based targets

Our stakeholders

Catalyze action at scale for the world
to stay on a1.5 degree Celsius pathway
and to progress toward net zero

Set the standard on accountability
and compliance for our profession

Continue to evolve how we serve our
clients, and live up to our values every day

Meet the highest professional,
legal, and ethical standards—while
enhancing transparency and
accountability

Continue to drive transparency to our
stakeholders and ensure integrity in
everything we do



8 McKinsey 2021 ESG Report

Overview Our insights

Our clients Our people Our firm Reporting

Stakeholder

engagement

Our firm, and the decisions that we make,
affects a range of external and internal
stakeholders. We regularly use information from
engaging these stakeholders to inform our goals,
shape our practices, and refine our reporting.

Our stakeholders and how we engage

Clients

Civil society

We communicate regularly with clients by soliciting feedback, and we
analyze client requests for proposals and other inquiries to identify
trends in the issues that are most important to them. We also engage
with clients and gather insights on topics of importance to them by
convening industry and cross-industry collaborations.

Colleagues

We draw on multiple formal and informal touch points, including
surveys and town halls, to incorporate the insights of current,
future, and previous colleagues. We also have dedicated teams
for recruiting and alumni relations that incorporate feedback from
both groups.

Suppliers

We have dedicated supplier-management teams that work with and
hear directly from suppliers on topics such as which procurement
and other practices matter to them. We also gain vendor insights,
including ESG-related issues and opportunities, from supplier-
engagement efforts.

Communities

McKinsey has offices in 130+ cities—home to our clients and their
stakeholders and to our own people and their families. We support
more than 3,900 nonprofits every year. Our work with nonprofits
provides valuable insights into the needs of our communities.

Our practices and reporting are informed and shaped by our
participation in initiatives such as the UN Global Compact (UNGC),
the WBCSD, and the WEF.
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Materiality
assessment

The external context in which our firm operates is
constantly evolving. We conduct periodic materiality
assessments to identify and prioritize ESG topics
that matter most to our stakeholders and where we
have the greatest potential to have a positive impact
in line with our purpose, mission, and values. The
results inform our ESG framework and reporting.

In 2020, we conducted a comprehensive assessment to refine our
understanding of internal and external stakeholder expectations of us
as a firm and to drive meaningful progress on our ESG priorities. Below
is a summary of our 2020 materiality assessment methodology. For full
details, read our 2020 Social Responsibility Report .

We continue to conduct a light-touch materiality update to capture any
shifts in internal and external stakeholder expectations.

Topic identification

Identified 23 significant issues
through external research,
industry benchmarking, a review
of leading global reporting
standards, and a review of
internal documents

V' N
Public stance on social issues

Supplier sustainability and diversity

Diversity and inclusion

Human rights

Climate change and emissions
Ethics and anti-corruption
Enabling client impact

Client selection

Research and insights

ESG standards

Data privacy and security
Recruiting, training, and development
Community engagement and pro bono

Employee well-being

Compensation and benefits

Importance to external stakeholders

Resource efficiency
Economic performance

Responsible innovation

Engagement

Conducted interviews and surveys with
internal and external stakeholders

Reviewed emerging trends to
understand how these topics may
evolve and help inform how we address
the boundaries for these topics

Importance to McKinsey

Prioritization
Defined the issue

— weighting by stakeholder
groups, which generated
our preliminary
materiality matrix

Review and finalization

Reviewed and finalized
the material topics,
generating the 18
topics in our final
materiality matrix



https://www.mckinsey.com/~/media/mckinsey/about us/social responsibility/2020 social responsibility report/McKinsey-Social-Responsibility-Report-2020.pdf
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2021 year iIn review
63m

article reads

47

industry awards

1,500

McKinsey bylined
authors featured

1,200+

articles and reports
published

5,000+

articles in key media’
referencing McKinsey
thought leadership

48%

women

100%

of our people receive regular
performance and career
development reviews

colleagues globally

52

average annual training hours
per consulting colleague

12,400+

colleagues in our Inclusion
Allies program

Ay /

Our

clients

$850m

invested in knowledge development,

capability building, and learning

1,200+

sustainability engagements —
supporting our clients in their
climate transition journeys

130k+

direct participants in our McKinsey

50%+

engagements have holistic
impact? as an explicit goall,
after we broadened our impact
definition in 2021

140+

new businesses in process of
being imagined, built, and scaled
through Leap by McKinsey

Academy capability-building programs

$190m+

invested toward our $2 billion
commitment to social
responsibility by 2030

19%

reduction in absolute
Scope 1and Scope 2
emissions (vs. 2019 baseline)

100%

of colleagues completed annual

3,900+

nonprofits supported through
pro bono engagements,
McKinsey Gives and
McKinsey Grants

82%

reduction in Scope 3
emissions from travel per
colleague (vs. 2019 baseline)

Professional Standards and Risk training®

1 Approximately 140 of the most influential media outlets worldwide.

2 Holistic approach to impact that considers three critical dimensions of impact—financial and operational results, capabilities, and stakeholder and ecosystem benefits.

3 Thisfigure does not include firm members exempted from the training because they weren't actively working at the time of the program (for example, leave of absence,
left the firm).
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Our 10 Actions toward racial equity

In 2020,* we made a public commitment to supporting anti-racism
initiatives and racial equity, outlining how we plan to accelerate change
within our firm and help combat racism around the world. Drawing on
our areas of core expertise, we focused on short-, medium-, and long-
term actions to build Black leadership within McKinsey and beyond,
conducting data-based research to identify barriers and solutions, and
investing in greater racial equity and inclusion for Black communities in
the United States and around the globe.

While we have a long way to go, we are proud to support the leaders,
businesses, and communities working for a more just and equitable
society. Find out more about the impact we are having through our
10 Actions initiative throughout this report and read Commitment to
diversity, equity, and inclusion 7 for more details

on other actions we are taking to advance diverse and

inclusive workplaces.

4 10 Actions progress updates on this page refer to the period June 2020 to December 2021.

Action commitment

Double Black
leadership
and hiring

Equity and
inclusion
learning
program

Day of
Service

Minimize bias
in people
processes

Create

aBlack
Leadership
Academy
(] W.Y)

Progress made

80%

year-on-year increase in global Black
talent recruiting, a record hiring class

20,000+

colleagues completed our equity and
inclusion learning program, which received
overwhelmingly positive feedback

20,000+ 360+

colleagues in attendance organizations
with 100% global engaged globally
location participation

evaluators took the anti-bias training,
impacting 100% of reviews

Launched a

Hispanic and Latino
Leadership Academy,
an Asian Leadership
Academy, and
expanded the BLA
to Europe, the Middle
East and Africa

20,000+

enrolled learners

~/00

clients for BLA
with a 96%
recommendation rate

Action commitment

1

Launch
McKinsey
Institute for
Black Economic
Mobility

Double spend
with diverse
suppliers
inthree years

$2 million to
Generation

$200 million
in pro bono
support over
tenyears

$5 million
in charitable

giving

Progress made

95%

share of voice on Black economic
mobility topics in the US

30+

key suppliers engaged on their
own supplier diversity practices

200

Generation USA graduates placed in
technology internships to date

13

organizations received pro bono support, from
wealth creation to education, aimed at solving
geographic-specific race equity issues

$5 million

in grants to 35+ organizations across
the globe that are combating racism
and inequity
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Our COVID-19 response

Our recent response to war in Ukraine
As the COVID-19 pandemic entered its second year in 2021, we
continued to address the unfolding challenges globally—with our
clients, within our firm, and in our communities, including by:

e Supporting our clients: We advised on responses to the evolving
pandemic, including safe reopening and return to work and economic
recovery programs.

e Sharing insights: We helped leaders respond to key developments,
such as the rollout of vaccines, boosters, and therapeutics, the rise of
new variants, and regional surges.

¢ Continuing to provide donations and pro bono support: We aided
global, national, and local organizations supporting communities on
issues like food security, economic resilience, the future of work,
and upskilling.

* Taking care of our colleagues and their families: We increased
our investment in hybrid working, well-being, and flexibility in
the workplace.

This report focuses on 2021, but today we face a Examples of our impact include:
humanitarian crisis in Ukraine and beyond. Like speeding up time of reception of refugees
others, we have mobilized to tackle the consequences  to 10—20 minutes at a rail station that was
of a horrific war. Since the onset of the war, we have receiving 20,000 refugees per day
worked to ensure the safety of our Ukraine based enabling setup of a talent exchange platform
colleagues and their families. We have also remained accessible to all Ukrainian refugees in Germany
committed to supporting our Russian colleagues
and have helped over 600 of our colleagues based in ~ Within a few days of the invasion, we ceased existing
Russia relocate with their families to other McKinsey  work with Russian state-owned or government
offices following our complete exit from that country.  entities. We then announced that we would not

take on any new client work in Russia. In April we
We contributed an industry-leading $28 million— completed the shutdown of all client service in the
inclusive of our $18 million cash donation to relevant  country, and by May 13th we exited Russia entirely—
organizations and our $10 million commitment transferring our remaining Russia-based assets
in pro bono support. Through these pro bono to a new, wholly independent entity which has no
efforts, we have supported public and social sector  commercial or operational relationship to McKinsey.
clients across more than five countries to improve
humanitarian aid delivery and access to public
services for refugees.

McKinsey’'s COVID Response Center [ continues to support
collaboration and knowledge sharing by helping decision-makers guide
their institutions into the next normal.

2020-2021COVID-19 response:

850+ 1500+ 1,000+ 250+ 060+ 2.2b+

COVID-19 related projects in 75+ countries clients supported social-sector national governments served people reside in countries
articles published institutions served where we are supporting
governments on COVID-19



https://www.mckinsey.com/about-us/covid-response-center/home
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McKinsey
Health Institute

Adding years to life and life to years

In 2021, we created the McKinsey Health Institute (MHI), a non-profit-
generating global entity within the firm, founded on the conviction that,
over the next decade, humanity could add as much as 45 billion extra
years of higher-quality life (roughly six years per person on average—and
substantially more in some countries and populations).

MHI’s collaborative work will focus on areas of health that have
been historically under-resourced and are critical to society:
@ Brain health: Helping people achieve the best possible

brain health by strengthening cognitive function, improving
mental health, and effectively preventing and treating mental,
neurological, and substance use disorders.

Healthy living: Empowering and enabling people to make life
choices that benefit their health—including nutrition, sleep,
engagement with technology, physical activity, and social
connections—while addressing the systems and structures that
can significantly impact one’s ability to make those choices.

ﬁ Infectious diseases: Equitably and consistently applying
‘ proven strategies as well as novel approaches and
collaborations across countries, populations, and systems to
reduce suffering and death from infectious diseases.

Over the last century, society has made incredible progressin
extending life. But while life expectancy has increased, so has the
amount of time spent in moderate to poor health—and significant
inequities persist both across and within countries.

The response to COVID-19, while far from perfect, demonstrates that
when resources and motivation coalesce, scientific breakthroughs and
large-scale behavior change are possible in very short periods of time.
We created MHI to catalyze the actions needed across continents,
sectors, and communities to achieve the aspiration of adding years to
life and life to years.

Equity and health: Identifying, measuring, and addressing
health inequities across countries, cultures, and communities

Aging: Aspiring to ever-greater levels of functioning and
flourishing later in life, including defining and scaling
sustainable, enriching, dignified models of elder participation
and care.

Healthcare worker capacity: Increasing healthcare worker
capacity through better use of technology and other process
and policy innovations.

Sustainability and health: Understanding and addressing
the deep connections between health and the environment—
to maintain and improve current and future health of those
affected by pollution and climate change.

Foundational to MHI is a broad definition of health that encompasses
physical, mental, social, and spiritual health.

Employee Mental Health and Well-being initiative

McKinsey research 7 has found that, in 2022, one in four employees
are experiencing burnout symptoms. MHI is convening leading
employers around the belief that through collaboration and shared
commitment, employers can make a meaningful difference to the
health of their employees and the communities they live in, especially
around the urgent priority of mental well-being.

MHI is developing a network of leading organizations committed
to improving health by convening and enabling leaders,
advancing research, creating and promoting open-access

data assets, and stimulating innovation. MHI shares resources,
insights, tools, and data to foster debate and enable change.



https://www.mckinsey.com/mhi/our-insights/addressing-employee-burnout-are-you-solving-the-right-problem
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Our insights

McKinsey has a long history of using our knowledge and
expertise to produce in-depth, fact-based reports and
articles that examine the trends shaping business, society,
and the planet. Through our research and insights, we
seek to generate new thinking, identify practical solutions,
and build a knowledge that helps inspire action.

In this section

15 Insights forimpact
16 Research highlights from 2021
18 McKinsey Global Institute

2021 highlights:

63m 1,200+ 5,000+ 1,500

article reads articles and reports published industry awards articles in key media® referencing McKinsey bylined
McKinsey thought leadership authors featured

5 Approximately 140 of the most influential media outlets worldwide.
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Insights for
Impact

Publishing original research and analysis
helps drive our purpose to create
positive, enduring change in the world.

We have always sought to help leaders navigate the challenges they and
their institutions face and to help shape public debate around the most
pressing issues.

Over the past two years, McKinsey has published nearly 3,000 articles,
ranging from analyses of major macroeconomic trends to granular
examinations of specific industries. We make our research available on
our website 7, which also hosts content developed by:

¢ McKinsey Global Institute (7, which produces research that gives

acredible, objective, data-backed voice to some of the most vital
societal issues today—gender equality, the impacts of COVID-19, the
future of work, and the social and economic benefits of healthcare, to
name just a few.

* McKinsey Quarterly I, which has addressed the biggest challenges

faced by senior managers around the world since 1964. Our flagship
business publication, McKinsey Quarterly, strives to produce timely
and relevant content for executives, regardless of industry, functional
role, or geography.

sustainability- diversity, equity,

related articles and inclusion-

related articles

Our publishing draws on the same analysis that informs our client
service, offering insights that are deeply researched and actionable.
Our growing body of publishing on climate change, for example,
aims to help clients take action on an urgent and complex challenge.
By accelerating progress, we hope to enable wide-scale positive
impact and, ultimately, become the world’s largest private-sector
catalyst for decarbonization.

Beyond providing insights for our audiences, our research also gives
McKinsey colleagues opportunities for development. In 2021, we
featured around 1,500 McKinsey bylined authors and hundreds of
colleagues acted as research contributors.

COVID-19-

related articles



https://www.mckinsey.com/
https://www.mckinsey.com/mgi/overview
https://www.mckinsey.com/quarterly/overview
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Research
highlights
from 2021

As the world continued on its trajectory of change in 2021,
we united our knowledge and insights to help leaders across
all sectors accelerate sustainable, inclusive growth.

Here are some examples of this work.

© Solving the net-zero equation: Nine requirements for a more

orderly transition .

@ Innovating to net zero: An executive’s guide to
climate technology .

© ‘Great Attrition’ or ‘Great Attraction’?
The choice is yours (7.

O Women in the Workplace 20210.

© Being transgender at work (7.

@ The economic state of Black America: What is and what could be .

@ The case for inclusive growth T.

® Igniting your next growth business [.

© How boards have risen to the COVID-19 challenge,
and what’s next (7.

@ Our future lives and livelihoods: Sustainable and inclusive
and growing (.

Reaching net-zero emissions by 2050 requires a
significant increase in spending on physical assats.

Average annual spending on energy, mability, industry, buildings,
agriculture, forestry, and other land wse, 2021~50,' $ trilion

Women 'in the Wor

Lot 1 3

Innovating v net zero: An exe
climate technology

g | -5

(i o W 11

ards have risen to-the COVID-
19 challenge, and what’ Hext

Igniting your next growth business

McKinsey
Quarterly

‘Great attrition'...

®

or ‘great attraction?

\
4 .

Leaders, the choice is yours

-
-
ur future |
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& Company

he case for
inclusive growth
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https://www.mckinsey.com/business-functions/sustainability/our-insights/solving-the-net-zero-equation-nine-requirements-for-a-more-orderly-transition
https://www.mckinsey.com/business-functions/sustainability/our-insights/innovating-to-net-zero-an-executives-guide-to-climate-technology
https://www.mckinsey.com/business-functions/sustainability/our-insights/innovating-to-net-zero-an-executives-guide-to-climate-technology
https://www.mckinsey.com/business-functions/people-and-organizational-performance/our-insights/great-attrition-or-great-attraction-the-choice-is-yours
https://www.mckinsey.com/business-functions/people-and-organizational-performance/our-insights/great-attrition-or-great-attraction-the-choice-is-yours
https://www.mckinsey.com/featured-insights/diversity-and-inclusion/women-in-the-workplace
https://www.mckinsey.com/featured-insights/diversity-and-inclusion/being-transgender-at-work
https://www.mckinsey.com/featured-insights/diversity-and-inclusion/the-economic-state-of-black-america-what-is-and-what-could-be
https://www.mckinsey.com/industries/public-and-social-sector/our-insights/the-case-for-inclusive-growth
http://www.mckinsey.com/business-functions/strategy-and-corporate-finance/our-insights/igniting-your-next-growth-business
http://www.mckinsey.com/business-functions/strategy-and-corporate-finance/our-insights/how-boards-have-risen-to-the-covid-19-challenge-and-whats-next
http://www.mckinsey.com/business-functions/strategy-and-corporate-finance/our-insights/how-boards-have-risen-to-the-covid-19-challenge-and-whats-next
https://www.mckinsey.com/featured-insights/sustainable-inclusive-growth/our-future-lives-and-livelihoods-sustainable-and-inclusive-and-growing
https://www.mckinsey.com/featured-insights/sustainable-inclusive-growth/our-future-lives-and-livelihoods-sustainable-and-inclusive-and-growing
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m: Nine requirements
y transition

Solving the net-zero equation: Nine
requirements for a

more orderly transition @

“The required step-up in spend

on physical assets (both capital
expenditures and consumer spend on
durable goods) to reach net zero by
2050 would be substantial. Indeed,

we currently estimate this spend to
represent an about 60 percent increase
relative to today (from an estimated
annual $5.7 trillion to $9.2 trillion).6 While
many of these investments come up with
a positive return, financing for this scale
of capital needs to be secured.”

‘Great Attrition” or Great Attraction’? The cholice
s yours

‘Great Attrition’ or ‘Great Attraction’?
The choiceisyours ¥

“To stem the tide of the Great Attrition (or
what many call the Great Resignation),
senior executives must understand
why employees are leaving. Many are
struggling to do so. For example, when
employers were asked why their people
had quit, they cited compensation,
work—life balance, and poor physical
and emotional health. These issues

did matter to employees—just not

as much as employers thought they
did. By contrast, the top three factors
employees cited as reasons for quitting
were that they didn't feel valued by
their organizations (54 percent) or their
managers (52 percent) or because they
didn't feel a sense of belonging

at work (51 percent).”

Women in the Workplace 2021

Women in the workplace 2021
“To accelerate progress for all women,

on all fronts, companies need to

double their efforts when it comes to
accountability. Despite saying that
gender and racial diversity are among
their most important business priorities,
only two-thirds of companies hold
senior leaders accountable for progress
on diversity goals, and less than a

third hold managers—who play a critical
role in hiring and promotions
decisions—accountable.”

The economic state of Black America:

What is and what could be ¥

“In a parity scenario, Black-

owned businesses would generate
$1.6 trillion more than they do today.
This has two components. First, if the
Black share of business ownership
matched the Black share of the
population, 615,000 more enterprises
would exist, potentially generating $1
trillion in revenue, assuming current
relative levels. Second, if Black-owned
firms matched the average scale of their
industry peers, they would add another
$600 billion in revenue.”

6 Estimation includes spend for physical assets across various forms of energy supply (for example, power systems, hydrogen, and biofuel supply), energy demand (for example, for vehicles, alternate methods of steel and cement production),
and various forms of land use (for example, GHG-¢efficient farming practices). This includes both what are typically considered “investments” in national accounts and spend, in some cases, on consumer durables such as personal cars.

Our future lives and livelihoods:
Sustainable and inclusive

and growing

“The three elements of growth,
sustainability, and inclusion are deeply
connected and cannot be viewed as
trade-offs. Consider this: without
growth, how could we achieve prosperity
and well-being or pay for the transitions
needed to make the economy more
sustainable and inclusive? Without
sustainability, how could we fashion
growth for the current generation and
the ones to follow? Without inclusion—
an opportunity for productive work and
a satisfying life for all citizens—how
could we ensure the demand needed to
propel growth?”
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https://www.mckinsey.com/featured-insights/sustainable-inclusive-growth/our-future-lives-and-livelihoods-sustainable-and-inclusive-and-growing
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McKinsey Global Institute
McKinsey Global Institute (MGI) is McKinsey’s institute for business 31 300+ #1

and economics research. MGl’s mission is to advance fact-based
decision-making on the issues most critical to the world’s business years since MGl publications to date private sector think tank for four consecutive years (2016—2019) in
and policy leaders. MGl is funded by McKinsey; advised by leading was established the University of Pennsylvania Lauder Institute’s Think Tank Index
academics, including Nobel Laureates; and reports are publicly
available and provided free of charge.

4.

Society and
institutions

MGI themes and recent research:

3.

Consumers,

5.
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behavior 3 ys
Vi sustainability

and health The economic state
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What is and what
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1. of COVID-1913 could bring 7.
GrOWth. a.nd Therise and rise of the The future of work Te(:’hnOlOg,y and
competition global balance sheet: after COVID-1917 Innovation

How productively are
we using our wealth? 4

A new look at how

Accelerating Financial data unbound:
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economy and households 7 Sustainable and fo:rllr::ll::::z:z ;nd
inclusive growth
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Our clients

Being an impact partner to our clients requires taking

a holistic approach that helps them improve financial ! o

and operational performance, build capabilities to (

bring ambitions to life, and create lasting stakehol@er F

benefits for customers, employees, communities, .. \ _ M\ / ‘
and the environment. We view these as the . { ) . "
foundational dimensions of enduring client impact.

Case studies profiling select examples of our client ..

work are included throughout this chapter. ) \

In this section

20 Driving holistic impact with clients "'-

21 Innovating to net zero

25 Increasing inclusion v
28 Enabling enduring growth

31 Broadening our capabilities

e

2021 highlights:

$850m 0%+ 1,200+ 140+ 130k+

invested in knowledge development, of engagements have holistic impact” sustainability engagements — new businesses in process of direct participants in
capability building, and learning as an explicit goal, after we broadened supporting our clients in their being imagined, built, and scaled our McKinsey Academy
our impact definition in 2021 climate transition journeys through Leap by McKinsey capability-building programs

7 Holistic approach to impact that considers three critical dimensions of impact—financial and operational results, capabilities, and stakeholder and ecosystem benefits.
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Driving holistic
impact with clients

Leaders want professional advisers who can help
them navigate this moment and ensure that their
decisions and actions will stand the test of time.
We help leaders meet this aspiration by taking a
holistic approach to impact.

Sustainable and inclusive growth is our aspiration for the future, while
holistic impact is what we seek to help our clients deliver through the
work we do every day. If our clients create holistic impact, we accelerate
sustainable and inclusive growth.

50%+

of engagements have holistic impact as an explicit goal, after we
broadened our impact definition in 2021

We aim for holistic impact that strengthens our clients’ financial and
operational performance, builds their capabilities, and creates enduring
stakeholder benefits. Our aspiration to achieve holistic impact in every
client relationship helps us raise the ambition of our client work and our
firm globally. We expect accountability for delivering holistic impact,
committing jointly with our clients to hold our work to this standard.

With our clients, we now systematically consider and address the
perspectives and needs of the broader range of stakeholders our work
might touch. In these interactions, we are often inspired by our clients,
many of whom are already embedding environmental, social, and
governance (ESG) factors into their strategies. We aim to help them go
further by fully integrating stakeholder impact considerations into their
strategic and operational decisions.

Internally, we are investing to upskill all our colleagues on holistic
impact, including through our annual firmwide Values Day and regional,
local, and role-specific training events. We embed it in ongoing learning
programs for all consultants, alongside programs that teach core skills
such as problem solving and client counseling. It also anchors our
internal performance assessments, which consider holistic impact

as acore element.

100%

Our goal is for 100% of our client programs to have
holistic impact as an explicit goal by end of 2022

8 Analysis includes the top ~6,600 public companies in the world by market cap, of which ~1,600 are our clients and the remainder are “non-clients.” Analysis does not
include privately held companies, government entities and nonprofits. This analysis is being updated with 2021 and 2022 data and will be shared in our next ESG report.

Achieving holistic impact is challenging, but by focusing on it in each
client engagement, we believe we can help create sustainable and
inclusive growth. For example, between 2015 and 2019, our clients that
are public companies?®:
e drove almost 20% of GDP growth
e added over 1 million jobs per year
¢ added female employees and female board members faster

than average
e reduced emissions 7x faster than non-clients and were

4x more likely to have science-based targets
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Innovating
o net zero

The climate crisis is a defining issue of our
time, so we are investing $1 billion over the
next five years in our capabilities to help our
clients lead a wave of innovation and growth
that safeguards our planet.

In April 2021, we significantly expanded our commitment by launching
McKinsey Sustainability ™, a new client service platform. It aims to
help all industry sectors undergo the transformation needed to cut
carbon emissions by half by 2030 and reach net zero by 2050.

Decarbonization will fundamentally reshape the economy, creating

new markets and imperiling others. We are investing to help companies

identify opportunities and take bold action, including by:

* helping leaders and organizations create and implement ambitious
ESG and net-zero strategies

* growing new sustainable businesses

* finding and removing emissions across systems, including product
design, supply chain, manufacturing, and operations

* helping banks, asset managers, and insurers decarbonize
their portfolios

* providing insight on guiding capital to areas of high potential

planetrics @

:vivideconomics MATERIAL

CONOMICS

In 2021, we made three important strategic acquisitions to expand

our capabilities:

* Vivid Economics 7, a UK-based strategic economics consultancy
with broad sustainability and macroeconomic capabilities

* Planetrics 7, a climate analytics suite that financial institutions to
quantify, report and manage climate-related risks and opportunities

* Material Economics [, a leading sustainability consultancy firm
based in Stockholm, Sweden specializing in developing strategies
that focus on circularity and use data-driven approaches to optimize
the use and reuse of products and materials

Our new capabilities also include the McKinsey Academy for
Sustainability, which trains boards, senior leaders, and colleagues on
climate change, as well as several Technology Centers of Excellence
that are developing cutting-edge innovations for batteries, hydrogen,
carbon capture, nature-based solutions, water, plastics, and more.
Through these capabilities, we've amplified our ability to help clients
assess climate and nature-related risk, develop environmentally and
socially sustainable strategies, navigate structural economic shifts, and
create value through sustainable businesses.

1 97

investment over the next
five years to help our clients
tackle the climate crisis

sustainability-related
articles published

2,000+

colleagues focused on
sustainability, including green-
business building, decarbonization,
and nature-based capital

Convening partnerships to scale solutions

McKinsey works with leading institutions to develop thought leadership
and convene partnerships that tackle problems that one institution
alone could not. In 2021, we launched a collaboration with the Mission
Possible Partnership to analyze pathways to decarbonize the world’s
hardest-to-abate sectors. We provided analytical insights for WBCSD’s
Value Chain Carbon Transparency Pathfinder: an initiative dedicated

to lowering Scope 3 emissions through the widespread exchange

of primary carbon emissions data. With Vivid Economics, we also
helped the Glasgow Financial Alliance for Net Zero create investment
opportunity roadmaps that show how private and public investors can
have impact through direct capital expenditure.

In April 2022, we announced a partnership with Alphabet, Shopify,
Meta, and Stripe in an eight-year $925 million commitment to
accelerate the development of permanent carbon removal
technologies by guaranteeing future demand. The joint effort,
called Frontier, is an advanced market commitment (AMC), which

aims to expand the global supply of carbon removal, rather than
increase competition for the supply that exists today.

1,200+

sustainability engagements,
supporting our clients on their
climate transition journey



http://www.vivideconomics.com/
http://www.planetrics.com/
https://materialeconomics.com/
https://www.mckinsey.com/business-functions/sustainability/how-we-help-clients
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CASE STUDY

Blue Nature Alliance:
Partnering for large-scale
ocean conservation

18Sm km?

(7 million square miles) of ocean conservation over five years

Launched in April 2021, the Blue Nature Alliance  is a global
partnership created to drive momentum toward the target of
conserving at least 30 percent of the ocean by 2030, which would
represent a significant contribution to addressing the climate and
biodiversity crises.

To help achieve that goal, the Alliance aims to catalyze 18 million square
kilometers (7 million square miles) of ocean conservation over five years
through ocean conservation areas. In addition to sustaining biodiversity
and ecosystem function, the Alliance’s work has the potential to create

massive socioeconomic opportunities for people around the world who
live along ocean coastlines.

McKinsey is helping the Alliance to develop innovative funding
models for marine conservation through a series of pro
bono projects.

In 2021, we supported the Alliance in applying those models to marine
sites in the Pacific and Atlantic Oceans. We also helped develop
methodologies that enable local leaders to take concrete steps
toward establishing financially sustainable marine protected areas.
To date, utilizing advanced, multi-dimensional analyses that account
for socioeconomic factors, we supported the development of six new
large-scale ocean conservation areas.

Find out more about our support of the Blue Nature Alliance (7.



https://www.bluenaturealliance.org/
https://www.mckinsey.com/about-us/new-at-mckinsey-blog/helping-blue-nature-alliance-protect-ocean-life
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CASE STUDY

Dantfoss: Supporting the preferred
decarbonization partner for industry,
transport, and buildings

Source: Danfoss

25%

emissions reduction expected
from all purchased goods

by 2030, with a further

15% emissions reduction
across the value chain

2030

goal to be carbon
neutral in operations

As our planet is seeing the highest recorded concentration of COg in
two million years, leading companies are committing to urgent change
and bold emissions reduction targets. Danfoss, a global leader in
energy efficient components, has set an ambition to become their
customers’ preferred decarbonization partner. With a large portfolio
of components and deep knowledge in three high emission sectors—
industry, transport, and buildings—Danfoss is seizing its position to
support customers by enabling the energy transition.

In practice, this meant setting emissions reduction targets covering the
entire value chain and developing circular products that minimize waste
and emissions. For many industrial companies, including Danfoss,
Scope 3 emissions are both the largest part of their footprint and the
most complex to decarbonize. To understand the opportunities,
costs, and timelines of decarbonization, McKinsey partnered

with Danfoss to help develop the necessary insights, tools, and
capabilities to tackle its Scope 3 emissions.

First, Danfoss set out to map emissions across the business and the
value chain. The engagement team found that, like the company’s
peers, most emissions come from the use of sold products. The second
largest category of emissions are purchased goods. To understand the
full potential and cost of reducing Scope 3 emissions, Danfoss focused
simultaneously on its own operations, product development, and
supply chain.

In product development, Danfoss’ first step was to baseline embodied
carbon for each product category, using primary data from the

supply chain, where possible. Since, across all sectors, primary
upstream Scope 3 data is a known challenge, the joint team used
secondary data where gaps existed. This work has enabled product
managers and engineers to use carbon and cost impact assessments
to create actionable decarbonization targets and roadmaps for
individual products.

At the same time, Danfoss baselined the emissions in purchased goods,
identified the top emitting procurement categories and suppliers, and
then engaged with them to switch to lower emissions energy sources.
To enable the scaling of this approach to Danfoss’ broader portfolio,
McKinsey helped to build a digital solution to estimate upstream
emissions and enable more efficient prioritization and decision-making.

Danfoss aims to embed its ESG ambition in all major business
processes and engagement with the full value chain. To enable this,
McKinsey supported Danfoss to establish a new “train-the-trainer
model” that is being implemented to build new capabilities throughout
the organization. Together, we are working toward Danfoss’ realization
of broader climate and decarbonization goals, part of the Danfoss 2030
ESG Ambition.

Impactin a snapshot:
Collaborating with the top ~50 of ~10,000 suppliers that
account for 50% of procurement emissions

Built digital solution to enable faster and better
decarbonization assessments and decision-making
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CASE STUDY
Vistra: Fueling the next wave of
innovation in the energy sector

~1.6m

tons of carbon abated annually

6/

power plants optimized

Vistra Corp. is the largest competitive power producer in the
United States, operating power plants in 12 states with a capacity
of more than 39,000 megawatts of electricity—enough to power
nearly 20 million homes. Vistra has committed to reducing emissions
by 60 percent by 2030 (against a 2010 baseline) and achieving net-
zero emissions by 2050.

To help achieve its goals for cleaner and more efficient power, Vistra
turned to McKinsey to optimize its power plants using Al. The first
part of the collaboration involved determining where Al could have
the biggest impact. McKinsey experts, data scientists, and analytics
translators from QuantumBlack, Al by McKinsey, worked closely with
a Vistra team of power generation experts and frontline operators to
understand how the plant works, what data was already available, and
what variables could be controlled.

One solution was the “Heat Rate Optimizer” (HRO), a tool that helps
determine the most efficient amount of electricity generated for each
unit of fuel consumed. The model analyzed two years of data to learn
which combination of external factors—such as temperature and
humidity—and internal decisions, like set points that operators control,
would attain the best heat-rate efficiency at any pointin time.

$60m

savings captured in the first year, as part
of $250-$300 million savings roadmap

In less than three months, the HRO improved efficiency by 2 percent—
representing a major improvement over traditional improvement
efforts. Typically, operators of gas-fueled power plants would invest
millions of dollars in research and development over four to five years to
achieve a1percentimprovement in power-generation efficiency.

Additional solutions have helped Vistra abate about 1.6 million tons of
carbon per year, equating to 10 percent of its remaining 2030 carbon
reduction commitment.

A critical ingredient has been the infrastructure put in place to scale
this work across Vistra’s 60+ power-generation units. When a solution
has proven value at a pilot site, a team of software and machine learning
engineers refactor, modularize, and containerize the code. This enables
a “core” software package for each deployment that can be updated
and improved while scaling.

We also worked with Vistra to implement a standardized approach

to the deployment and maintenance of more than 400 Al models,
supporting the continuous improvement of each model to ensure the
plants sustain and build on the value they captured (a practice known
as MLOps—short for Machine Learning Operations).

With more than $60 million in savings captured in the first year and
another $40 million in progress, Vistra is well on its way to deliver its
$250-%$300 million savings roadmap and more than two million tons
of carbon abatement per year.
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Increasing
inclusion

We have a deep and long-standing commitment

to advancing diversity, equity and inclusion (DEI)o.
It is critical for growth and is integral to our
mission of helping clients make substantial, lasting
performance improvements.

Our research on diversity set the path for us. We know diverse and
inclusive organizations are more successful at attracting and retaining
talent, making high-quality decisions, and driving innovation. But the
value of greater diversity is only fully captured when an organization

is also equitable and inclusive, ensuring that everyone can be their
authentic selves at work.

Using proprietary tools, we help our clients measure inclusion,
providing insights into experiences across employee groups. To inspire
commitment, we draw on our industry-leading research and align
leaders around their organization’s specific business case for diversity.
We also support action at every level to create a workplace where
everyone is empowered to make meaningful contributions.

20,000+

participants from 600+ organizations have
participated in our Connected Leaders Academy

Our research also helps to catalyze change across industries.

For example, the McKinsey Institute for Black Economic Mobility ™

is aresearch institute and think tank dedicated to advancing racial
equity and inclusive growth in the United States and globally. Launched
in 2020 as part of our 10 Actions, it collaborates with stakeholders and
leaders across private, public, and social sectors to advance economic
opportunity for Black people and create a more inclusive economy

and society. Women in the Workplace (7, our annual study of women in
corporate America published with Leanin.org 7, is another example of
research that catalyzes change. This year’s report, which reached a record
of 423 participating companies, focused on the pressures put on women
during the COVID pandemic and described practices that are making a
difference in gender parity across leading companies.

Helping clients build and empower diverse workforces

We partner with our clients to set bold DEl aspirations, then drive change

needed to reach them, by:

* Assessing the baseline and setting the strategy: using a
comprehensive diagnostic to help clients understand current
diversity within their workforce, then establishing DEI goals and a
roadmap for implementation.

* Building capabilities and shifting behavior: designing and leading
programs to build DEI capabilities at every level, empowering people
to apply new skills and adopt inclusive behaviors.

* Guiding transformational change: delivering multi-year DEI
programs, working closely with clients to help them manage
implementation, track progress, and celebrate impact.

We have developed a suite of tools, solutions, and programs to enable our

work, including:

* DEI Maturity Assessment: An evaluation of DEI strategy
and programs maturity across key dimensions to identify
opportunity area.

¢ Inclusion Assessment: A data-driven approach to measuring
workplace inclusion and building actionable plans to mitigate inequity.

¢ Inclusion Incubator: A multi-faceted capability-building
program designed to support learners in creating a more
inclusive organization.

* People Process Debiasing: Analyzes bias in people processes,
resulting in tailored interventions to make debiasing impactful
and sustainable.

e Sponsor Match: Provides actionable information on current and
potential sponsorship relationships.

e Talent Pipeline Analytics and Scenario Modeling: Maps talent
landscape by dimensions such as gender, race, and ethnicity across
functions and levels, and generates insights to inform bold, feasible
goal setting.

Empowering diverse leaders

To help drive the next generation of diverse leadership, the McKinsey
Academy—our flagship capability-building service line—offers
programs at no cost to our clients. This includes the Connected
Leaders Academy 7 offered to Black, Hispanic/Latino, and Asian
leaders, which has welcomed more than 20,000 participants from over
60 organizations. As part of our firm’s 10 Actions, we also launched
the McKinsey Black Leadership Academy . These programs help
recognize high-potential individuals, improve organizations’ talent
pipelines, and connect underrepresented leaders with powerful
networks of peers and tools to support their professional aspirations.

Learn more about 10 Actions G and Connected Leaders Academy 4



https://www.mckinsey.com/business-functions/people-and-organizational-performance/how-we-help-clients/mckinsey-academy/connected-leaders-academy
https://www.mckinsey.com/business-functions/people-and-organizational-performance/how-we-help-clients/mckinsey-academy/connected-leaders-academy
https://www.mckinsey.com/business-functions/people-and-organizational-performance/how-we-help-clients/mckinsey-academy/connected-leaders-academy/black-leadership-academy-experience
https://www.mckinsey.com/about-us/diversity/overview/10-actions
https://www.mckinsey.com/business-functions/people-and-organizational-performance/how-we-help-clients/mckinsey-academy/connected-leaders-academy
https://www.mckinsey.com/bem/overview
https://www.mckinsey.com/featured-insights/diversity-and-inclusion/women-in-the-workplace
http://Leanin.org
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CASE STUDY

Markle Foundation: Unlocking
experience-based job progression for
millions of workers

180

employers and employer intermediaries
equipped to implement new practices

2,700+

job coaches equipped by the Alliance to
place vulnerable workers into good jobs

There are over 100 million skilled workers in the United States whose
talents are often unrecognized because they lack a four-year college
degree. COVID-19 has exacerbated this situation. About six million of
these workers from lower-wage roles were unemployed as of February
2021, comprising roughly 63 percent of all unemployed Americans.
Around 36 percent of them were Black or of Latin descent.

To help respond to this crisis, the Markle Foundation launched

the Rework America Alliance—a collaboration of more than 35
institutions, encompassing employers, nonprofits, educators,
government entities, and public and private organizations, dedicated
to helping unemployed and low-wage workers. The Alliance identifies
promising job pathways and high-quality training aligned with required
skills for emerging jobs, develops digital tools to help career coaches
better serve displaced workers, and directly engages employers to
drive the adoption of inclusive sourcing and hiring practices.

As an Alliance partner, McKinsey helped design capabilities that
enable participants in the labor market to better collaborate to
unlock experience-based hiring at greater scale—linking market
signals, actionable insights, and training options to help millions of
Americans in low-wage roles, regardless of formal education, move into
higher paying jobs.

350k+

job seekers given access to coaches who
offer tools, resources, and insights

We started with data, providing novel analytics to uncover previously
“hidden” job progressions that enable lower-wage workers—
disproportionately Black, Latino, and women—to achieve improved
income, job stability, and job quality based on their skills and
experience. We looked at the job histories of 29 million people, more
than 800 occupations, and other information, such as employment
growth and susceptibility to automation. We also engaged with over
350 small- and medium-sized businesses to develop industry- and
location-level insights.

The Alliance has packaged these insights to be useful for action—such
as through a widely circulated report co-authored with Markle, the
Federal Reserve Bank of Atlanta, and the National Urban League; in a
‘Job Progressions Tool” for career coaches; and, as a foundational input
to the Federal Reserve’s “Rework Community Insights Monitor.”

We know from experience that impact is best delivered locally.
Therefore, working with Alliance partners, McKinsey helped create a
“lighthouse” delivery model that is both localized and replicable, in five
initial locations (Atlanta, Austin, Denver, Minneapolis-St. Paul, and the
Finger Lakes region of New York).

The work in these initial locations has included convening over 50
workforce “aggregators” (e.g., local chambers, workforce boards, and
worker-serving nonprofits) to identify immediate actions they can take;
equipping ~180 employers and employer intermediaries to implement
new practices, such as adopting more inclusive skills-based sourcing
and talent practices; and enabling 2,700+ job coaches to have access
to 350k+ job seekers with tools, resources, and insights from the
Alliance to better place vulnerable workers into good jobs. At the same
time, we have helped deploy tools across partner institutions that serve
350,000 workers nationally.

Find out more about the Rework America Alliance (.



https://www.mckinsey.com/featured-insights/sustainable-inclusive-growth/future-of-america/unlocking-experience-based-job-progressions-for-millions-of-workers
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CASE STUDY

National Association of State
Mental Health Program Directors:
Expanding mental health services
for those in need

39m people

potentially benefiting annually from the 9-8-8 hotline

Suicide is a devasting tragedy that impacts individuals as well as
extended families and communities. One out of every 100 deaths
worldwide are attributed to suicide. In the United States, suicide is a
leading cause of death.

The need to expand services to help people struggling with suicidal
thoughts and other crises is pressing. McKinsey Health Institute (MHI)
partnered with the National Association of State Mental Health
Program Directors (NASMHPD) on a pro bono initiative. Together we
helped the US government convene national stakeholders around
9-8-8, America’s first nationwide three-digit number for mental
health, substance use, and suicide crisis. The hotline will be available
to everyone across the United States in July 2022.

Together with NASMHPD and other national stakeholders, MHI
developed tools to assess system readiness and prepare our clients
for the transition to 9-8-8. These tools include a set of guidebooks
that include how-to instructions and case examples designed for local
providers, contact centers, state agencies, and others.

MHI also collaborated with Rl International, a convening stakeholder

in the launch preparation, to help it build and enhance a new, web-
based version of the Crisis Resource Need Calculator. The goal of the
calculator is to help communities build in-person crisis care for their
populations, so 9-8-8 doesn’t become “a bridge to nowhere.” Using the
enhanced calculator, federal, state, and county leaders can estimate
the demand, resourcing, and healthcare costs of crisis services in their
communities. The data and insights from the calculator could support
leaders in making the case for developing a full crisis care continuum
and plan their work.

The 9-8-8 hotline has the potential to benefit 39 million people
annually—the estimated total number of individuals experiencing a
behavioral health crisis with means to contact 9-8-8.
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Enabling
enduring growth

We believe growth is necessary to secure

increased prosperity and well-being for everyone.

As organizations and economies thrive, jobs are
created, incomes rise, and increased demand
creates investment opportunities. Growth also
generates needed capital for green innovation.

We have long supported our clients’ growth. Today, they are asking
us to help them enable growth in the context of the modern world.
Adjusting to this context typically requires unprecedented speed,
interconnected capabilities, and practical acumen to capture
opportunities presented by the postpandemic recovery. It requires
leaders to put critical mass behind growth strategies while preparing
for what will come next.

To help our clients meet this challenge, we have invested heavily in
developing distinctive capabilities and insights, including growth

strategy, marketing and sales expertise, organic and inorganic business

building, tech-enabled solutions, and capability building. Our recent

acquisitions of IncepTech, a Budapest-based firm that develops digital

products and businesses, and LOBO, a digital marketing and sales
agency in Buenos Aires, are examples of targeted investments to
expand our ability to help clients grow at a time when whole industries
are being disrupted by digital natives.

Our integrated approaches are fueled by advanced analytics, Al,

and the best available data, enabling us to help create cohesive
organizations that can think and act fast and move quickly to growth,
regardless of where they are on their transformation journey. For
example, Leap by McKinsey works with established organizations

to imagine, build, and scale new businesses, and we apply Leap
methodologies in our Green Business Building service line, working
with climate-focused innovators to build new, sustainable businesses.

140+

new businesses in the process of
being imagined, built, and scaled
through Leap by McKinsey

150+

digital, analytics, and
technology transformations

Supporting social, healthcare, and public entities

We have served the social, healthcare, and public sectors for
almost 70 years. Our clients trust our more than 2,500 colleagues
in this area to build the strategy and resources needed to drive
change. By combining our hands-on work with research, we

bring proven methodologies and tools that support clients—

on social (7, healthcare [/, public sector(”, and education

issues—from diagnosis of issues to delivery of lasting impact.

We engage with communities and organizations to support local
responses to international crises and tackle major challenges.
We also invest in research on critical economic, government
health, social, economic, and government topics through
dedicated research centers, including the McKinsey Center for
Government (7, the Center for US Health System Reform [,
and the McKinsey Health Institute

130,000+

direct participants in our McKinsey
Academy capability-building programs



https://www.mckinsey.com/industries/public-and-social-sector/how-we-help-clients
https://www.mckinsey.com/industries/healthcare-systems-and-services/how-we-help-clients
https://www.mckinsey.com/industries/public-and-social-sector/how-we-help-clients
https://www.mckinsey.com/industries/education/how-we-help-clients
https://www.mckinsey.com/industries/public-and-social-sector/how-we-help-clients/mckinsey-center-for-government
https://www.mckinsey.com/industries/public-and-social-sector/how-we-help-clients/mckinsey-center-for-government
https://www.mckinsey.com/industries/healthcare-systems-and-services/how-we-help-clients/center-for-us-health-system-reform
https://www.mckinsey.com/mhi/overview
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CASE STUDY

Vyaire Medical: Delivering a
manufacturing moonshot for
COVID-19 patients

/700

ventilator units required
to be produced daily to
support patients

ventilator units produced
daily following McKinsey’s
engagement

In March 2020, it quickly became clear that there were not enough
ventilators to support patients given the demands of the COVID-19
pandemic. In fact, McKinsey research estimated 23 ventilators
existed per 100,000 people in North America, the region with the
most plentiful supply.

Typical production lines were making five to seven ventilators a day.

To support patients by responding to surging requests for
ventilators, medical device manufacturer Vyaire Medical needed
toincrease production to 700 units daily within weeks. Given the
urgency of the need, and the complexity of the devices and their supply
chains, an extraordinary effort was required. Vyaire engaged McKinsey
to support it to dramatically increase capacity.

McKinsey worked with Vyaire to develop a plan to dramatically

and rapidly increase ventilator production. Alongside our experts,
production engineers re-validated basic manufacturing data and
assumptions at Vyaire’s Palm Springs, California, facility, and identified
optimization measures, which quickly tripled production.

The team then began looking for additional capacity. They created a
partnership with Spirit AeroSystems, whose furloughed workforce had
atransferable skill set, and identified a 55,000 square foot building

in Wichita, Kansas. Launching the new production facility required
coordination of machinery, inbound logistics, outbound freight,

quality control, assembly, testing facilities, and many other aspects.

It also depended on close collaboration with suppliers that provide
critical components.

As it became evident that the Palm Springs plant had reached its
production limit, the team decided to execute a “lift and shift” operation
to consolidate all production lines at the new Wichita plant. This
complex plan was designed and completed in less than 10 days—a
remarkable accomplishment given various circumstances.

By October 2020, total daily production rates exceeded 1,000 units
and, at peak output, Vyaire was able to produce more ventilators in
three days than its entire 2019 output. Beyond delivering critical-care
ventilators, employment was provided for thousands of furloughed
workers both directly and through the supply chain.




30  McKinsey 2021 ESG Report

Overview Our insights

Our clients Our people Our firm Reporting

CASE STUDY

Telkomsel: Closing the ‘digital
divide’ through inclusive growth

24m

monthly active users
on MyTelkomsel app

10x

increase compared
to previous app

The Indonesian digital economy has emerged as a major driver of local
manufacturing and jobs, accounting for $32 billion annually—the nation
is also home to the fastest-growing population of smartphone users in
the world.

Telkomsel, the world’s seventh-largest mobile operator and the
largest in Southeast Asia, has been a driver of economic growth.
The provider has been central to the creation of a sustainable and
inclusive digital economy for Indonesia’s nearly 200 million internet
users. It has dramatically increased Indonesia’s broadband access,
helped small- and medium-sized enterprises (SMEs) digitize, and led
the nation’s transition from 3G to 4G before becoming the first operator
to launch bG there in May 2021.

To reach a new generation of Indonesians and to ensure its platform

would remain the primary way its customers engage with the world,

Telkomsel partnered with McKinsey to embark on a digital

transformation to:

e create anew analytics platform to better understand people’s needs
and drive personalization

>

* build new businesses that give customers more control of their
accounts and easier online access

e establish a new digital channel that would streamline how Telkomsel’s
services are accessed

The transformation has already delivered significant results. The
analytics platform has helped Telkomsel better tailor offers for
customers. These services and offerings already account for 50
percent of the company’s overall revenues. MyTelkomsel, a new app that
Indonesians can use to manage their mobile lives, including video and
gaming, and e-payments, is seeing 24 million monthly active users, a
tenfold increase over a previous Telkomsel app.

Despite Indonesia’s rapid digitization, fixed broadband access has not
been uniform and only 15 percent of households use it to get online. We
helped Telkomsel launch Orbit, a new business that provides customers
with a 4G home router so they can access home broadband in underserved
areas. The new company doubled its one-year customer acquisition goal
and today is delivering 20 percent month-over-month growth—helping
people access the information, goods, and services they need.

-

]
.
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Broadening our
capabilities

We are committed to continually broaden our
capabilities to anticipate and meet our clients’
evolving needs. Our growth platforms, Client
Capability Network, and alliances and acquisitions
are an expression of this commitment.

Growth platforms

Our growth platforms are areas of client service in which we are

rapidly scaling up our talent, knowledge, services, and products—

including through strategic acquisitions—to extend our capabilities and

knowledge into new areas. These platforms include:

¢ McKinsey Sustainability: More than 790 clients, across more than
70 countries, have partnered with us on their climate transition
journeys in the last three years. More than 2,000 colleagues spend
more than 30 percent of their time on sustainability topics, including
green-business building, decarbonization, and nature-based capital.

* People & Organizational Performance: More than 430,000 direct
participants in our McKinsey Academy capability-building programs in
the last three years.

* McKinsey Digital: More than 300 new businesses have been
imagined, scaled, and built through Leap by McKinsey in the last
three years. We are ranked a Leader—the highest rank—by Forrester
for Digital Business Transformation Services.

¢ McKinsey Transformation: We've helped clients complete more
than 1,000 successful, at-scale, end-to-end transformations across
94 countries and over 30 industries.

Client Capability Network

More than 4,800 of our colleagues work alongside our consultants

to support our client engagements, both remotely and at client sites,
in an agile and targeted way. This Client Capability Network (CCN) is
core to our firm’s innovation, developing knowledge and building and
refining proprietary capabilities. Our portfolio includes state-of-the-
art research, asset-backed and rapid diagnostics, benchmarking, and
workflow support. Our professionals apply their deep expertise across
a broad range of methodologies and specialized on-demand analyses.
The CCN is a unique complement to our client service teams.

$850m 4,800+

invested in knowledge development,
capability building, and learning

colleagues in our Client
Capabilities Network

Sustainability innovations fueled by intrapreneurship

>95%

of client work involves Client
Capabilities Network professionals

In 2021, we held our first Innovation Olympics — an internal
competition designed to deepen our firm-wide culture

of innovation. More than 2,000 colleagues in 510 teams
took part, submitting ideas to tackle some of our clients’
toughest problems. As well as supporting the development
of the winning idea, the competition provided colleagues
opportunities to collaborate, learn, and expand

personal networks.

Through a series of rounds, five projects were shortlisted
for December’s Grand Finals. These included ways to
address clients’ technology debt, optimize their GHG
emissions from operations, and accelerate their adoption
of cloud technologies.

The winning idea — Zero Carbon Product — is a platform
that will help clients create carbon-neutral products

by assessing their footprint across their supply chain,
evaluating a broad range of levers, and identifying
pathways that account for cost and feasibility. This
much-requested capability will help us drive our
sustainable, inclusive growth agenda.

500+

companies in our
ecosystem of alliances
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Ecosystem of alliances and acquisitions

To bolster our capabilities, we have established an open
ecosystem of alliances and acquisitions. This dynamic and
evolving group of leading technology companies—from global
tech platforms like AWS, Google, Microsoft, and SAP to innovative
start-ups—helps our clients anticipate and react to change

and stay resilient. This ecosystem comprises more than 500
external companies and over 20 acquisitions that span cloud,
data, analytics, sustainability, and implementation and change
acceleration—all in service of better supporting our clients.

* Acquisition

Some of the companies in our ecosystem of alliances and acquisitions:

Technology and Applications
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Creating Sustainable Value

Note: McKinsey’s collaboration arrangements with third parties may include a financial interest in some of its collaboration partners, e.g., royalty, cost recovery, or equity stake. The specifics may vary depending upon the scope of the collaboration and the third-party firm involved.



33  McKinsey 2021 ESG Report

Our people

We are a firm of over 38,000 colleagues in six regions
across the globe. Our people represent more than 150
nationalities and speak 120 different languages. We have
a wide variety of educational experiences and include
many colleagues from non-traditional backgrounds or
with alternative entry routes into the workforce.

In this section

34 OQur approach

35 Talent attraction

36 Development

38 Caring for our colleagues

41 Diversity, equity, and inclusion

2021 highlights:

38,000 48%

colleagues globally women

Overview

average annual training hours
per consulting colleague

Our insights Our clients Our people

100%

of our people receive regular performance
and career development reviews

Our firm Reporting

12,400+

colleagues in our Inclusion
Allies program
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Our approach

Our firm is designed to operate as one—a single
global partnership united by a common purpose,
mission, and values, including creating an
unrivaled environment for exceptional people.

We embed a deep commitment to diversity and to
creating inclusive opportunities in our client service
and in how we run our firm.

To create an unrivaled environment for exceptional people, we expect
our colleagues to:

* be non-hierarchical and inclusive

e sustain a caring meritocracy

e develop one another through apprenticeship and mentoring

e uphold the obligations to engage and dissent

e embrace diverse perspectives with curiosity and respect

e govern ourselves as a “one firm” partnership

Our people are our greatest asset. It is only with their engagement

and dedication that we can deliver on our purpose to create

positive, enduring change in the world. Our People Strategy—which
encompasses our enduring mission and values—along with our People
priorities help us to attract, develop, and support our colleagues and
ensure they are thriving personally and professionally. McKinsey’s
efforts to nurture our people are supported by a robust governance
structure led by our chief people officer. At the board level, the People
Committee of our Shareholders Council defines strategic direction and
sets policies designed to fulfill our People Strategy.
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Talent attraction

Our approach to talent attraction is central to
McKinsey’s dual mission—to help our clients make
distinctive, lasting, and substantial improvements
in their performance and to build a firm that
attracts, develops, excites, and retains exceptional
people. It also underpins our commitment to
accelerate sustainable, inclusive growth.

To stay ahead of the curve and position ourselves to support our clients
and our colleagues, we plan to radically expand our talent pools and
evolve our processes and assessments while continuously working to
mitigate the potential for bias.

X+

the number of Black colleagues hired as
full-time US employees compared to 2020

540

institutions globally as part
of hiring sources

Diversifying our recruitment sources
We work to build teams that reflect the diversity of our clients, the
communities in which we work, and society as a whole.

We are continually looking for new ways to reach people who might not
otherwise consider a career at McKinsey. This includes partnering with
external organizations to help us connect with top talent, including the
National Society of Black Engineers, Society of Hispanic Professional
Engineers, Sticks & Stones, EUROUT, Grace Hopper, and JumpStart
Advisory Group.

We invest to help create better access to McKinsey, including through:

¢ learning programs for women and underrepresented populations,
such as Inspire—aimed at top Black, Hispanic, and Latino candidates
in the United States—and Next Generation Women Leaders

* McKinsey Achievement Awards, which provide recipients with
monetary awards to support their academic or professional
development and join a mentorship program

e APlace for You, a campaign focused on connecting underrepresented

talent to careers in management consulting through training and
webinars with our consultants and recruiting team

In 2021, we held the McKinsey Juntos Conference in Brazil for young

Black talent to connect, meet Black professionals with inspiring stories,
develop new skills, engage with large companies, and learn about

career opportunities.

of new hires are women

Being consciously inclusive in our hiring processes
We work to ensure equity in our hiring processes and maintain a strong
pipeline at all phases of our recruiting process.

In 2021, we introduced a full suite of solutions designed to go

beyond removing the opportunity for bias in our processes by being
consciously inclusive. For example, we launched new job descriptions
that emphasize skills over academic pedigree and improved our résumé
screening to be more inclusive of the diversity of experiences and skills.

We also launched inclusion nudges across our assessment approach
and tools to help applicants write résumés and shine in our interviews.
To combat potential biases, we created an inclusion advisor role and
launched related training. Further, we scaled our industry-leading
game Solve, which assesses candidates’ problem-solving skills in an
unbiased way by testing intrinsic capabilities and learning flexibility.

In 2021, we welcomed our largest ever intake of talent to meet
the needs of our client service while also ensuring diversity and

inclusion. In addition, we:
substantially expanded our sources, hiring interns and full-time
consultants from around 540 institutions globally
expanded our presence at Historically Black Colleges and
Universities in North America and recruited from over 30 of
these institutions
recruited our highest global share of full-time colleagues for
McKinsey Black Network, GLAM (LGBTQ+), and our First
Generation network
welcomed more than three times the number of Black
colleagues to McKinsey in the United States as full-time
employees compared to 2020
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Development

We foster a culture of continual learning and
growth and embed learning into every aspect
of our work. We aim to help everyone reach
their potential, and provide colleagues at every
level with access to world-class professional
development to ensure they are building new
skills, expertise, and capabilities.

$850m

invested in knowledge development,
capability building, and learning

In 2021, we invested more than $850 million in knowledge
development, capability building, and learning.

Culture of development

We believe that responsibility for encouraging our culture of
development belongs to all firm members. This includes development
through apprenticeship, sponsorship, mentorship, team- and cohort-
based learning, on-the-job skill building, and strengths-based
feedback. These are embedded into our core client and team operating
system and our Way We Work initiatives, where development, learning,
and apprenticeship habits are encouraged and tracked by team
leaders. Our Mentorship, Apprenticeship, and Sponsorship Survey
(MASS) provides insight into how well each colleague’s needs are met.

We expect all our colleagues to act as both learners and teachers—for
example, new joiners with extensive industry or technology-related
experience are able to act as mentors to more senior colleagues.

2,500+

McKinsey-created learning offerings available

Continuous learning

Every role at McKinsey has a core learning journey, built around

our skills taxonomy, that is designed to balance leadership skills,

capabilities for client service, technology acumen, and risk

management awareness. Core programming may be:

e universal, such as our One Firm Onboarding curriculum for
new colleagues

e hybrid, such as our Business Essentials learning module designed
for client-facing colleagues with diverse educational and
professional backgrounds

e self-directed, for example, a modular Digital and Analytics Tech Week
created to empower colleagues from any background to level up in
those skills

e customizable, such as content tailored for specific regions, interest
or practice areas, role transitions, or affinity groups

We have created more than 2,500 learning offerings and provide
access to tens of thousands more from external content providers.

Colleagues have access to elective and on-demand learning, as well
as certifications and credentialing, to broaden skills, deepen expertise,
and personalize their own development. In 2021, we introduced a new
learner experience platform, providing a one-stop shop that provides
colleagues with easy access to all of our learning content.

In 2021, our Learning organization also grew our range of multi-modal

programming to be more personalized, inclusive, and sustainable.

For example:

e executive assistants piloted a performance support tool for
in-the-moment help

* recent hires met in office hubs for connectivity and “masterclass” content

e team leaders learned more about apprenticing others via digital self-
serve, region-based meetings, and global virtual content

e partners chose to attend bespoke workshops in person or virtually
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In 2021, McKinsey won more than 30 Brandon Hall Group HCM
Excellence Awards, acknowledging outstanding innovations in
learning and talent.

Self-authored journeys

We have always celebrated our colleagues’ ability to “Make their Own
McKinsey”—defining industry, functional, and leadership focus based
on personal interest. To continue driving higher performance through
greater employee engagement and connection to purpose, we are
introducing Leadership Growth Plans for each colleague. We are also
restructuring our career paths to encourage more flexibility using
rotations and global mobility, as well as the ability to leave for, and
return from, external growth opportunities.

Skills- and impact-based advancement

We are moving to a model of professional advancement based on
demonstrated impact and skill mastery. Our “skill taxonomy” applies
across all roles, giving colleagues opportunities to develop their unique
profile of strengths.

2

average annual training hours
per consulting colleague

22

average annual training hours
per non-consulting colleague

Mobility and global expertise

We encourage growth and development by providing opportunities for
professional experiences across our client practices, firm functions,
and geographies. Through mobility programs, we simplify and
accelerate connections between early-tenure colleagues and offices in
more than 65 countries to enable them to experience new cultures and
client contexts, expand networks, and develop global mindsets.

We work closely with leaders across our firm to identify needs and
move partners with relevant expertise. One-third of our partners have
lived and worked in multiple countries, and 20 percent of our team
leaders, associate partners, and equivalents made an international
transfer during their time at the firm.

100%

of colleagues have access to
career- or skills-related training

O+

Brandon Hall Group HCM
Excellence Awards won

Continued growth beyond McKinsey

We provide extensive help to colleagues when they choose to grow
beyond our firm. We also celebrate the increasing number of alumni
rejoining our firm with new skills and expertise.

We have a wide network of alumni in leadership roles around the world
and take great pride in their impact in the world. We maintain close
ties throughout their post-McKinsey careers and strive to help ensure
their continued development and success.

Today our alumni network includes 44,000 former consultants across
125 countries. Over 3,000 are in prominent leadership roles in the
private, public, and social sectors, and one in four have founded their
own companies—including 40 technology “unicorns.” Every year, tens
of thousands of alumni and firm members engage and collaborate
through our alumni website, career services, communications, and
knowledge and connectivity events.

100%

of our people receive
regular performance and
career development reviews
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Caring for our
colleagues

When employees feel supported, they thrive, both
personally and professionally. We are committed
to promoting a culture that protects and nurtures
every facet of employee health and well-being,
creating an environment where our people

can reach their full potential. We approach
health and well-being holistically—with benefits
and programs that support the mind, body,

and purpose.

31,000+

colleagues participated in mental health-related virtual events

One of our core values is to “sustain a caring meritocracy.” Our
programs and initiatives include employee benefits and perks, our
Mind Matters mental health programming and support, our global
learning programs, and office-based initiatives.

Mind Matters

Our Mind Matters program aims to advance the conversation on mental
health and provide support for colleagues where and when they need it.
The program is designed to support our people in proactively managing
mental health disorders and challenges. Through it, colleagues and
their families can access early intervention and clinical resources,

such as free, independent, and confidential support from trained
professionals through an Employee Assistance Program.

We have appointed mental health points of contact in all of our
locations, creating a safe option for discreet initial discussions and

to find internal and external resources. Additionally, we have multiple
learning programs to increase awareness, remove taboos, and
de-stigmatize mental health topics across the firm. We also launched
an ongoing internal storytelling campaign to share our colleagues’
inspiring stories, which will be presented in our dedicated mental health
intranet site.

Well-being initiatives and habits

We equip colleagues with skills, mindsets, and behaviors to build
resilience through balanced well-being and personal health. Our
global well-being initiative was put in place to help individuals
manage their well-being through a focus on mind, body, and purpose.
These concepts have now been formally integrated into our learning
programs and embedded in our day-to-day activities. Our well-being
programs span a range of topics, including well-being basics like
nutrition, physical fitness, meaning, and connection; personal
operating models and norms; stress and burnout; mental resilience;
empathy; and more.

These topics appear in our flagship programs, in office-learning and
function-specific initiatives, and through designated learning days.
Well-being is also a core part of our leadership framework for team
leaders and partners.

Placing continuous focus on well-being and tracking organizational health
through metrics are critical ways we care for our people. Our Way We Work
(WWW) program drives well-being habits and rituals that make areal
difference in an individual’s experience and, thus, positively impact our client
service. Through WWW, we combine our strength in building agile, high-
performing teams with data science to test and improve team practices.
We also gain valuable insights through our bi-weekly Engagement Team
Survey. Some habits and rituals promoted in WWW include:

* setting a high aspiration for holistic impact with an inspiring
experience: connecting our work to a broader vision of our impact
and defining what will make our work rewarding

e operating as one inclusive team: focusing on how we harness
individuals’ talents, expertise, and perspective in our work together

* building alignment and improving together: excelling at rituals
such as regular feedback sessions and one-on-ones designed to
surface and resolve issues

* showing care and appreciation: understanding each other’s
aspirations for and beyond client engagement and finding ways to
support them, so that people feel valued

° managing our well-being: setting work norms to help each other
take care of ourselves physically, mentally, and emotionally

¢ helping each other grow: being systematic about making
development-oriented feedback and knowledge-sharing part of our
day-to-day
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We are embracing hybrid working and encouraging our teams to
experiment with different co-location models, so that they have more
flexibility to balance professional and personal needs and reduce
unnecessary travel while maintaining connectivity, apprenticeship, and
working relationships. As we track these different models, we are sharing
insights with our colleagues to help them select and refine co-location
models that work for client, team, and individual needs, rather than
prescribing a single model for all situations.

Staying safe and resilient

We believe that all colleagues should always feel safe and secure. From
our offices in metropolitan areas, to remote or higher-risk work sites,
McKinsey proactively seeks to safeguard the well-being and personal
security of colleagues.

Our Security and Resilience (SR) Function is staffed by experienced
professionals across the globe who partner with our offices and our
Real Estate, Travel, and Technology teams to build internal resiliency
and respond to incidents. We partner with leading peers in the
industry to help ensure that colleagues can get security, medical, and
counselling support, regardless of location. Our SR Function focuses
on four contexts:

o)

Workplaces: Partnering with our Real Estate team, our SR
Function selects and designs offices that are aligned with
safety and security industry standards. Our Workplace Safety
and Security program provides ongoing management and
monitoring of the safety and security of all our offices.

Travel: Our Travel Safety program aims to safeguard colleagues
wherever they travel. The program includes screening airline
safety measures, as well as a hotel safety review. The program
provides real-time guidance and support for colleagues who
travel to higher-risk destinations.

Client service: For clients that may be located in more remote
or higher-risk locations, the SR Function has established the
Client Engagement Safety program that monitors all client
service globally and provides advice and support for those in
higher-risk contexts.

Events: The SR Function supports global events to enable
colleagues and clients to convene in safe and secure
environments—from creating safety protocols for planning to
providing on-the-ground support.

Care throughout the COVID-19 pandemic

The COVID-19 pandemic continues to impact how we work and
interact with colleagues and clients, and we are still navigating

the impact of the pandemic on health and well-being. Our
COVID-19 Response team continued to keep us aligned with
changing restrictions and public health shifts to establish standards
to keep us safe at work and address questions and concerns.

Many of our innovations in flexibility at the start of the pandemic—
including in locations, hours, part-time options, caregiver
resources, and mental health and wellness—were extended or
bolstered in 2021. Local case management teams continued

to support colleagues that were ill or exposed to COVID-19, we

provided “flex days” (time away from work) for colleagues to care
for themselves and their families. We receive valuable insight on
colleague sentiment through the weekly “Pulse” surveys that we
started during the pandemic.

In 2021, we reengaged with in-person work (at clients and in our
locations), apprenticeships, and community-building initiatives in
many parts of the world. Using technology and establishing safety
protocols, we created foundations for hybrid work and connectivity.
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Compensation and benefits

Our compensation decisions are guided by a total rewards philosophy
to provide competitive pay and valuable benefits that support our
colleagues’ physical, financial, and mental well-being.

Ensuring that compensation and benefits are equitable is central to our
People Strategy. Our Compensation Policy Committee is responsible
for supporting the strategy through the design and implementation of
firmwide compensation approaches. This includes, among other things,
setting our awards principles and strategy, overseeing operational
elements of our compensation system, and ensuring integrity and
compliance with tax legislation, local requirements, and benefits.

We are committed to equal pay for equal work and have processes
in place to help ensure pay equity. Employment decisions, including
compensation matters, are based on legitimate business needs, job

requirements, and individual qualifications without regard for any other
factors. Each colleague and applicant is placed within a predetermined
compensation structure based on relevant skills and experience,
performance in role, and geographic location.

Central to our pay equity approach are objective benchmarking and
market insights from multiple external sources and our robust audit
processes ensure that all colleagues are paid equitably throughout their
career. These efforts are led by our internal Pay Equity Service Line,

a function within Global Compensation, which, in partnership with the
legal team for the People function, uses third-party pay equity audit
tools to provide an objective evaluation of and feedback on McKinsey’s
compensation structures. We actively monitor pay equity reporting laws
in all countries where we operate. Learn more about the UK Gender Pay
Gap Report 20210.

McKinsey’s holistic benefits package for colleagues and their families includes®:

McKinsey is committed to paying all colleagues a living wage. As our pay
is based on thorough and objective benchmarks and market insights
from multiple reputed external sources, our lowest compensation
ranges are above minimum wage, including for entry-level positions.

We offer generous benefits to colleagues and their families across

our diverse population spanning over 65 countries. Where possible,
we extend benefit plans globally; however, local regulations or market
norms inform local practice. Our colleagues’ health and well-being is at
the core of our benefits philosophy. We aim to deliver comprehensive
benefits that help colleagues feel empowered and engaged in their
personal and professional lives. Learn more about Well-being
initiatives and habits ™.

Health and well-being

pocket costs, and high levels of coverage

* Mental health: helping colleagues and their family members manage
their mental health needs at minimal or no cost through a variety
of confidential resources, including the global Colleague Support
Center, telehealth solutions, and access to in-person psychology

and psychiatry services

e Medical, dental, and vision coverage: protecting colleagues’ and
their families’ health with comprehensive benefits, low out-of-

e Business travel emergency protection: providing 24/7 global
support, through International SOS, for emergency medical,
security, and logistical issues when working away from home

9 Listed benefits offered to McKinsey colleagues are not exhaustive and may vary by country.

JL Financial protection
e Life and accident insurance: safeguarding

colleagues’ and their families’ futures in the event of

an accident or death
if anillness or injury prevents them from working

with savings and investment plans

e Disability insurance: preserving colleagues’ income

e Retirement programs: securing colleagues’ futures

@ Family and personal support
e Personal leave policies and support: flexible work

arrangements and leaves of absence to allow
colleagues time for caregiving or grieving

e Parental leave policies: generous time away from
work for new parents

* Adoption and surrogacy assistance: facilitating
financial help for colleagues who adopt a child or
use a surrogate

e Elective egg preservation: enabling colleagues to
choose the family planning path that'’s right for them,
based on their needs and situation


https://www.mckinsey.com/uk/our-people/uk-gender-pay-gap-report-2021
https://www.mckinsey.com/uk/our-people/uk-gender-pay-gap-report-2021
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Diversity, equity,
and inclusion

McKinsey has long been committed to advancing
diversity, equity, and inclusion (DEI) in business,
society, and our firm. This commitment is integral
to building a firm that attracts, develops, and
excites exceptional people. It is also key to our
client service strategyo.

Our research underscores that diversity and inclusivity are connected
to better business performance and to retaining colleagues. Led by our
chief DEI officer, our global DEl team is striving to foster an inspiring
and inclusive workplace. Beyond our own workforce, we are increasing
our spending and engagement with diverse suppliers. Learn more
about Sustainable procurement (.

We also partner with others to expand our impact, including UN
HeForShe, the Women’s Forum, the World Economic Forum (WEF),

the Aspen Institute, and The Trevor Project. In 2021, we became a
founding signatory member of the WEF’s Partnering for Racial Justice
in Business (7. We have also signed on to the WEF’s

Stakeholder Capitalism Metrics .

Our approach

In 2014, we established a global change movement designed to set
internal targets, create transparency about performance through
foundational data, and to follow our own research.

To bring our ambition to life, we created a comprehensive program to:

* Appoint visible senior leaders, including a chief diversity and
inclusion officer

e Formalize our expertise through a global center of excellence and
regional teams to share best practices, define strategies, and
implement programs

e Tailor our solutions to colleagues’ journeys through initiatives across
recruitment, retention, and advancement

Progress snapshot

Across McKinsey, we have increased leadership accountability for our
change efforts, created greater data transparency,”® and advanced
best practices. Since launching our 10 Actions @ in June 2020, we
have expanded efforts to support Black leadership within our firm
and invested in greater inclusion in our communities. We have also
collaborated with many of our clients, supporting their efforts to
advance DEI.

In the United States, colleagues from underrepresented groups™ make
up 43 percent of our total US workforce and 35 percent of leadership.
In 2021, we welcomed our largest class ever of Black and Hispanic/
Latino summer interns, more than triple the size of the previous class.

Today, women represent nearly half of our colleagues and new
hires globally, and we have tripled the number of women partners
in the past ten years. By our 100th anniversary in 2026, we aspire
for half of all firm members to be women. Learn more about
Supporting women at McKinsey (.

10 Where permitted by law.

11 Equal Employment Opportunity (EEO) categories: Black or African American, Asian, Hispanic or Latino, American Indian or Alaska Native, Native Hawaiian or Other Pacific Islander (not Hispanic or Latino), Two or More Races.

Milestones in our DEI journey

First Black partner
First woman partner

First woman senior partner

McKinsey Black Network founded
GLAM, LGBTQ+ at McKinsey founded
First Black woman partner

McKinsey Hispanic and Latino
Network founded

Parents of Special Children at
McKinsey founded

First Black senior partner

First Black woman senior partner

Asian and Asian Americans at
McKinsey founded

Access McKinsey (for colleagues with
disabilities) founded

Inaugural meeting of The Alliance, a platform
for convening a global network of LGBTQ+

senior leaders from public, private, and social
sector institutions

Indigenous at McKinsey founded

Founding signatory member of the WEF’s
Partnering for Racial Justice in Business

Reporting


https://www.weforum.org/projects/partnering-for-racial-justice-in-business
https://www.weforum.org/projects/partnering-for-racial-justice-in-business
https://www.weforum.org/press/2021/01/global-business-leaders-support-esg-convergence-by-committing-to-stakeholder-capitalism-metrics-73b5e9f13d/
https://www.mckinsey.com/about-us/diversity/overview/10-actions
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Engaging our colleagues

We remain deeply committed to grounding each colleague’s experience

in opportunity and fairness and to creating a culture where everyone
feels a deep sense of belonging.

Our engagement with colleagues includes our affinity and resource
groups, town halls, and other community-based events that help
foster a sense of belonging among colleagues. They also provide the

opportunity for communities to form around shared identity or interests.

Throughout the year, signature events, including International
Women'’s Day, Day of Pink, Pride, and Black History Month, encourage
our colleagues to come together around priorities such as allyship,
belonging, and inclusivity.

Acting to tackle bias
We strive to follow the best practices that we champion in our public

research, working to embed accountability for DEl across every stage of a

colleague’s journey at McKinsey, as well as to build teams that reflect the
diversity of our clients, the communities in which we work, and society.
We are diligent in minimizing bias across our people processes. Our
recruiters and interviewers are trained in anti-bias techniques, and we

use tools—such as McKinsey Solve—that help us assess candidates
in an unbiased way. More than 1,000 of our senior leaders have taken
anti-bias training, and we are continuing to expand our focus on
debiasing to the development and advancement processes. Learn
more about Development .

Building careers through sponsorship

As part of our talent development approach, we are implementing
best practices for sponsorship, which is a commitment that goes
beyond mentorship to create opportunities and offer support through
transitions and talent-development programs, including:

e Women’s Leadership Workshop: a global manager training

workshop designed to develop the leadership skills and peer network

needed for success in leading teams

e Pathway to Partner: a program for senior engagement managers
that provides an opportunity to build leadership while expanding
support networks

¢ McKinsey Black Network sponsorship program and Endeavor
learning journey: programs that help advance experienced Black
colleagues across several initiatives, including structural support
for effective sponsorship, partner-readiness apprenticeship

opportunities, and tailored personal coaching and training programs

Our number of women partners has more than doubled in the past five years, and in 2021 women represented:

48%

of colleagues

497%

of new hires

12 All client-facing partners, associate partners, and other senior firm leaders.

22%

of leadership™

277

of elected Shareholders Council (firm’s board)

Supporting women at McKinsey

We aspire for women to be equally represented across all levels
of our firm and to have an exceptional environment for growth
and advancement.

For the past decade, we have invested in programs to enable women
at McKinsey to build exceptional careers, including specific learning-
development programs, inclusive leadership and unconscious-bias
training, and a global initiative to ensure our women are sponsored,
with colleagues and leaders investing in their success. This work has
enabled meaningful progress.

As part of our commitment to continue accelerating gender equality
across the firm, McKinsey became a signatory to the UN Women’s
Empowerment Principles in 2021,

To multiply ourimpact, we continue to partner with organizations
working for gender parity, including:

LeanIn

UN HeForShe

30% Club

Chefsache

Male Champions of Change
Valore D
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Promoting inclusion and allyship

To bring the best solutions to our clients, we need exceptional people
from different backgrounds who bring fresh perspectives and approach
our work from multiple angles. The gains that diversity promises are
only achieved in an equitable and inclusive environment—a culture

in which every colleague feels a deep sense of support, respect,

and belonging.

We believe that inclusion is everyone’s responsibility and a critical
leadership skill. We continue to embed this expectation in our systems
and culture. We also integrate principles of inclusion into our learning
programs and offer inclusion-focused training for colleagues at all
levels. Learn more about Development 7 and Talent attraction ™.

Inclusion Allies

Our Inclusion Allies program expands on a long history of colleagues
acting as allies to each other. More than 12,400 colleagues are part
of this change program designed to develop, connect, and activate a
global cohort of inclusive leaders.

One component is our Inclusion Nudges program (4 effort. Another
element of the program is the Everyday Allyship campaign, in which
colleagues from historically underrepresented groups share their
perspectives on how allies can best support them.

Select recognition for our support of LGBTQ+ colleagues

B BEST

PLACES TO WORK

2022 for LGBTQ+ Equality
100% CORPORATE EQUALITY INDEX

Human Rights Campaign:

Best Places to Work: Corporate Equality Index
score of 100 for LGBTQ+ equality (every year
since joining the survey in 2006)

Our networks

Our groups and communities continue to grow and include, among
many others, the McKinsey Black Network, Hispanic/Latino Network,
Asian and Asian Americans at McKinsey, GLAM (for LGBTQ+
colleagues), Access McKinsey (for colleagues with disabilities),
Indigenous at McKinsey, and Parents of Special Children. These
networks are cherished communities that support personal and
professional advancement.

As we strive for more inclusive workplaces and societies, one element
that’s often missing is a shared understanding of lived experience. Through
our networks and other efforts, we actively seek to bring in diverse voices
of our colleagues.

India Workplace Equality Index:
McKinsey India was recognized as a Gold employer 200
by the India Workplace Equality Index for our GOLD

imu
UULL

empleyer bar LG+ inclesion

commitment to advancing equality for LGBTQ+ people

Our Asian voices

Recent years have seen arise in acts of racism against people
of Asian descent. Inspired by insights from Our Black Voices
project, a group of 72 Asian colleagues at McKinsey created
Our Asian Voices [/, to share perspectives on what Asian identity

means and what allies can do to support them.

work with Pride

Japan Work With Pride:
Our Japan office earned