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The need to lead in

ICS

and analyt

executives say senior-leader involvement and the right organizational structure are

In a new survey,

s analytics efforts are, even more important than its technical

’

critical factors in how successful a company

capabilities or tools.

Executives have high hopes for their data and analytics programs. Large majorities of respondents

to a recent McKinsey Global Survey on the topic expect their analytics activities to have a positive impact

1To date, though,

respondents report mixed success in meeting their analytics objectives. For those lagging behind, a lack of

on company revenues, margins, and organizational efficiency in the coming years

strategy or tools isn’t necessarily to blame. Rather, the results suggest that the biggest hurdles to an

effective analytics program are a lack of leadership support and communication, ill-fitting organizational

structures, and troubles finding (and retaining) the right people for the job.

Leadership and organization matter

Respondents say their organizations pursue data and analytics activities for a range of reasons, most often

to build competitive advantage or improve the customer experience. Whatever the motivation, companies

B T o et Lo S ot
A N e e A i S e
nmvalo f.w“ ..m.-u-.. .r..,....,.n..nn-“..w» .”..... M.l. -Hw....u....,s. ﬁ.h.:.. .

lvv. - .. ,.8‘.
.;.;...._,w..;.,.....:..uu.n.v..,.i......?1...,g
R T BTNl gy esh pross Yoodd
s et P gy gy e ek it TS
e I e e e
s e L ."..u- el 00 S .-..... o PR el % 5
nt ity e d et 10T g e e B ety S i

um..... e e | e +el Kby .”.... T ol o (0 ...... Lot et B
wi@,ﬂboﬂu oot Vedoreb ewet 4y 000 .Nu L%,
o o B i i
it 0 L B SRS D
BT gy e B o oy oy
A0S g I e
_-.-.m-.qn...........- AN yeoey o
uw“;. wc.o by | oo..‘-...— 8

e e &
O R L L (-5t
B T ey
w.“.o”— Jnc.J.”. .—-.-.-..mn

s h e o PRI R v o D it ok 1 0 0 SR

U 0 B BT
oy oot L | |

G e ol .”...:mw ;
..‘—“....- R
.‘..x. s e od Y001

Ropeat g0p el 17
_-“o .-hnu_ b St opselogesd §
“-l., hod 1

-.-uﬁ o T e
c.lo, opsol 3% ogeip 220y
Lo e U

g S et
_‘.n..w wh.d ...
5 coe wpoof "B
[} ‘u.-”— -:h o ] -”..Hn L e ]

oo B, .0

-i a“ao- e ] L P
o e O IR
-3% e} P -!.- egoof. eset

pod -,Io-v L O sposd 3"

Flbe gy e et
L T R
ngoep 1=l ..u_ e Thaced ¥

i 58 A WL S RN o LS : 0 s v
«no.‘n-:%‘o:‘ ogoof ey L . d 5 mgeeh pech At

= so0 200 o S S G
uﬂu......““ Sobrenyimat b d opeeg oy VY G T .._....u_ Ay
L L B e o s AL
o8
o T T e s LS e e
s ,.ulo..w.&x.a., u..n-”..n-.-tu .u..u- vl o PO LIS e B o n..... .u.‘”— ;
2 B L3 s L0 M | 0 LRl Lo

. o e I LN o Rookogeg e cbnd
vy ....-.-.».J.,.. 1500 007 e ey Pocd Sood megiogig A0S
s e e 2 ey Y et 2 VTN b e ey
¥ “a**e, g et 3% e Bea ) sntsiton i R NPT el O
AN ey T o S 2 Kb,
Sy bmanll b (RO San N DR el Toot et 1 B0 LN Reos f by 1
g B -ow. 2y 4.&,--‘ b FCDEPRIN SRR | Wum 1

: Jean-Frangois Martin

D L

a-o»‘if--c- b S " ogoof -”.-.'- 353 eteed L3 0L —“H..- ogeel 'ﬂ.”- ogeol .”o-.c-_. ;



have found mixed success: 86 percent of executives say their organizations have been at best only
somewhat effective at meeting the primary objective of their data and analytics programs, including more
than one-quarter who say they’ve been ineffective.

However, a select group of executives report greater effectiveness and more developed analytics
capabilities relative to their peers.? Compared with their lower-performing peers, these high performers
say their analytics activities have had a greater impact on company revenue in the past three years.3

And some of the biggest qualitative differences between high- and low-performing companies, according
to respondents, relate to the leadership and organization of analytics activities. High-performer
executives most often rank senior-management involvement as the factor that has contributed the most
to their analytics success; the low-performer executives say their biggest challenge is designing the

right organizational structure to support analytics (Exhibit 1).

On the whole, responses suggest that company leaders are less involved in analytics efforts than they are in
digital activities. In McKinsey’s latest survey on digitization,* 38 percent of respondents said their CEOs
were leading the digital agenda for their companies; in this survey, just one-quarter say their CEOs lead the
data and analytics agenda. But even when analytics are top of mind for company leaders, many of them
don’t seem to be communicating a clear vision throughout their organizations. Thirty-eight percent of CEOs

High performers attribute their data and
analytics success to involved leaders, while
low performers say their biggest challenge

is designing the right organizational structure
for analytics activities.




Senior-leader involvement and organizational structure play a critical role in how
effective (or not) a company’s analytics efforts are.

Ensuring senior-management involvement
in data and analytics activities

Designing effective data architecture
and technology infrastructure to support
analytics activities

Securing internal leadership for analytics projects

Providing business functions with access to
support for both data and analytics

Tracking business impact of analytics activities

Creating flexibility in existing processes to take
advantage of new analytics insights

Designing an appropriate organizational
structure to support analytics activities

Attracting and/or retaining appropriate talent
(ie, both functional and technical)

Constructing a strategy to prioritize
investment in analytics

Investing at scale in analytics initiatives

Most significant reason for
organizations’ effectiveness at
data and analytics'

Most significant challenge to
organizations’ effectiveness at
data and analytics’

% of respondents at high-performing
organizations2 n = 138
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1Respondents who answered “other” or “don’t know” are not shown.
2Respondents who say their organizations have been effective at reaching the main objective of their data and analytics activities, and have more
developed analytics capabilities than industry competitors. This question was asked only of respondents who said their organizations have met

their analytics objectives effectively.

% of respondents at low-performing
organizations,? n = 64
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3 Respondents who say their organizations have been ineffective at reaching the main objective of their data and analytics activities, and have less
developed analytics capabilities than industry competitors. This question was asked only of respondents who said their organizations have not met

their analytics objectives effectively.



say they lead their companies’ analytics agendas, but only 9 percent of all other C-suite executives agree
(Exhibit 2). These respondents are much more likely to cite chief information officers or business-unit
heads as leaders of the analytics agenda.

Exhibit 2 CEOs are much likelier than all other C-level respondents to cite themselves
as leaders of the analytics agenda.

% of respondents,' by role M CEOs, n = 256
All other C-level executives,
n=175

Who is primarily responsible for data and analytics agenda at respondents’ organizations

CEO

©|

14

Chief information officer

I oritczaor IS
5

20 analytics officer

Chief marketing officer Board of directors

: T
3

11 I 1
Business-unit heads Chief digital officer

1Respondents who answered “other” or “don’t know” are not shown.



Exhibit 3

High-performer respondents report a much higher rate of CEO sponsorship for analytics
than their low-performing peers.

% of respondents? Sponsorship of data and analytics initiatives at
respondents’ organizations

Respondents at high- Respondents at low-
performing organizations,? performing organizations,’
n=143 n==67

Most initiatives are sponsored by CEO 44

Most initiatives are sponsored at CxO level
(ie, by CEO’s direct reports)

]
29 - 18

Most initiatives are sponsored at
CxO-1 level

N I
W

I <o

No initiatives are sponsored at CxO
or CxO—1 levels
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!Respondents who answered “don’t know/not applicable” are not shown.

2Respondents who say their organizations have been effective at reaching the main objective of their data and analytics activities, and have more
developed analytics capabilities than industry competitors.

3 Respondents who say their organizations have been ineffective at reaching the main objective of their data and analytics activities, and have less
developed analytics capabilities than industry competitors.

Sponsorship is another area where company leaders can do more, and where the high and low performers
differ notably. Respondents at high performers in analytics are nearly three times likelier than their low-
performer peers to say their CEOs directly sponsor their analytics initiatives (Exhibit 3).

Just as companies pursue varied objectives with their analytics activities, they also differ in how they
organize around this work. There is no consensus on a single structure—centralized, decentralized,

or a hybrid model—that most companies use. But the executives who report using a hybrid structure—

a central analytics organization that coordinates with employees who are embedded in individual
business units—say analytics has a greater impact on both cost and revenue than other respondents do.
Relative to others, these executives also report a broader range of analytics capabilities (including

more sophisticated tools and advanced modeling techniques) and a greater number of business functions
pursuing analytics activities.



Exhibit 4

Talent troubles

For many companies—especially the low performers—the results indicate that attracting and retaining
talent are more difficult for data and analytics than for other parts of the business. In particular,
executives say it’s challenging both to find and to retain business users with analytical skills, even more
than data scientists and engineers (Exhibit 4). Within the C-suite, the CEOs’ direct reports are more
likely than CEOs themselves to cite difficulty attracting executive leaders for analytics—roles that are
critical, given the correlation between leadership involvement and overall analytics success.

Many companies find it difficult to attract and retain analytics talent—especially business
users with analytics-related skills.
% of respondents M Easier M Same More difficult Don’t know

Attract Retain

Organizations’ ability to attract and
retain data and analytics talent, relative

to other kinds of talent, e 21 e Ul L e <2 19
n=519

Analytics talent that organizations

struggle most to attract and retain?

susess usersvith anaics s sets [T 2 s

Data scientists or engineers

Executive leaders for data and
analytics organization

Data architects 13

20 - 12
]

Translators (ie, employees with both
technical and domain expertise)

© I

1Figures do not sum to 100%, because of rounding.

2Respondents were asked this question only if they said it was more difficult or much more difficult to attract and/or retain data and analytics
talent compared with talent for other parts of their organizations. For the “attract” question, n = 249; for the “retain” question, n = 223. Those
who answered “other” and “don’t know/not applicable” are not shown.



The most significant talent challenges that companies face, according to respondents, are a lack of
structured career paths (especially at larger companies) and the inability to compete effectively

on salary and benefits. These two challenges are even more acute for companies where analytics work is
decentralized (that is, when analytics employees are embedded in individual business units and act
independently), reflecting the difficulty of creating a distinct analytics culture without a central team and
leader. And while executives at low-performing companies report the same challenges as others, they
overwhelmingly cite a lack of leadership support as the primary challenge to both attracting and retaining
talent—once again underscoring the importance of leaders’ involvement in advancing the goals of data
and analytics efforts.

Compounding the talent challenge is that traditional recruiting methods seem to be falling short. Only

16 percent of respondents say their organizations have successfully found data and analytics talent through
recruitment agencies and search firms. Other approaches, though, have worked better. Respondents

most often cite retraining current employees as an effective method, which eliminates the need to find new
hires and attract them away from other opportunities. At high-performing companies, respondents have
also found success by developing a unique recruiting team for analytics employees.

How companies are getting it right

Beyond better talent practices and more active CEO involvement, executives at high-performing companies
report other practices that differentiate their analytics activities. Most executives—including three-
quarters of those at low-performing companies—say their organizations have established some analytics
capabilities. However, the high performers report significantly more advanced capabilities across the
board (Exhibit 5). They are, for example, nearly five times likelier than their low-performing peers to say
they have tools and expertise to work with unstructured and real-time data. And they are nearly twice as
likely to say they make data accessible across their organizations.

High performers are also more diligent than others when it comes to measuring results, and more likely
than their peers to track most of the nine analytics-related metrics we asked about.? Fifty-four percent

of high performers, for example, say their companies track the impact of their analytics activities on top-
line revenues. By contrast, only 19 percent of respondents at low performers say they measure the
impact on revenue.

Finally, high performers extend their data and analytics activities more broadly across the organization.
Fifty-nine percent of these executives say their R&D functions use analytics, compared with just one-fifth
of low-performing respondents. What’s more, the high performers are more likely than low performers

to say their primary purpose with analytics is building competitive advantage—and less likely to say they
are simply trying to cut costs.



Exhibit 5

At high-performing organizations, respondents report much more advanced data and
analytics capabilities than their peers.

% of respondents!

Data that are accessible across organization

Tools and expertise to work with unstructured,
real-time data

A self-serve analytics capability for business
users (ie, to run customizable analytics queries)

Big data and advanced analytics tools
(eg, Hadoop, SAS/SPSS)

Advanced modeling techniques
(eg, machine learning, natural language
processing, real-time analytics)

Other

None

Data and analytics capabilities at respondents’ organizations

Respondents at high-
performing organizations,?

| E
| K

1Respondents who answered “don’t know” are not shown.
2Respondents who say their organizations have been effective at reaching the main objective of their data and analytics activities, and have more
developed analytics capabilities than industry competitors.
3Respondents who say their organizations have been ineffective at reaching the main objective of their data and analytics activities, and have less
developed analytics capabilities than industry competitors.

Respondents at low-
performing organizations,’
n=067

—
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Looking ahead

= Communicate from the top. The results indicate that even if CEOs are aware of their analytics activities—
and their importance to the business—many are failing to communicate their vision and strategy
across the organization. This lack of communication can confuse the groups responsible for implementing
analytics and can hinder collaboration among functional teams. Senior-leader involvement also goes
along way toward creating a culture that values this work, a critical factor in an organization’s ability to
recruit data and analytics talent and to capture value from their efforts. Company leaders must
continually articulate the importance of analytics by hosting town-hall meetings, monitoring results
on company dashboards, and incentivizing senior managers to focus on these initiatives.

® Organize for success. While there is still debate over which operating model works best for analytics, the
survey results suggest that companies using a hybrid approach often see greater impact from analytics
than companies with either a strictly centralized or decentralized model. However they decide to organize,
though, companies must ensure that they have the right balance of technical and domain expertise,
that resources are being used efficiently, and that all analytics resources align closely with the goals and
targets of the business units they support.

® Find new ways to attract talent. Most respondents say it’s difficult to attract and retain the best data and
analytics talent through traditional recruiting means. To attract good people, companies will need
to develop a distinct culture, career paths, and recruiting strategy for data and analytics talent; ensure
that analytics employees have a close connection with company leaders; and articulate the unique
contributions that data and analytics talent can make. They must also identify and tap into new or
alternative sources of talent—retraining existing employees, for example, or forming innovative

external partnerships. H

" The online survey was in the field from September 15 to September 25, 2015, and garnered responses from 519 executives
representing the full range of regions, industries, and company sizes. To adjust for differences in response rates, the data are
weighted by the contribution of each respondent’s nation to global GDP.

2 We define an outperforming company (or a “high performer”) as one that, according to respondents, has been somewhat or very
effective at reaching the objective of its data and analytics activities, and has somewhat or significantly more developed analytics
capabilities compared with industry competitors. We define an underperforming company (or a “low performer”) as one that,
according to respondents, has been somewhat or very ineffective at reaching the objective of its data and analytics activities, and
has somewhat or significantly less developed analytics capabilities compared with industry competitors.

3 Forty-two percent of respondents at high-performer companies say their analytics activities have had at least a 3 percent impact on
total revenues, compared with 1 percent who say the same at low-performer companies.

4 Jacques Bughin, Andy Holley, and Anette Mellbye, “Cracking the digital code,” September 2015, mckinsey.com.

5 The nine metrics are organizational efficiency (for example, fewer resources required), customer behavior (for example, purchasing
behavior, churn, and loyalty), operating costs, top-line revenues, profits, return on invested capital, gross margin on goods and/or
services sold, average sales price, and required capital.

Contributors to the development and analysis of this survey include Brad Brown, a director in McKinsey’s New York
office, and Josh Gottlieb, a specialist in the Atlanta office.
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