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Executive Summary
The Secretary of Defense Corporate Fellowship Program (SDCFP) places two officers from each service with a leading company for a one year assignment to observe how these companies operate and also to gather any best business practices that may be applicable to the Department of Defense.  
As a Fellow for the 2006/2007 period, I was assigned to McKinsey & Company.  McKinsey is a strategic level consulting firm widely regarded as one of the best consulting firms in the world.  I was assigned to the Production Systems Design Center (PSDC) in Orange County, California.  At the PSDC I worked a series of Lean Transformations for a variety of clients as well as took part in all training that a regular McKinsey consultant would have participated in during their first year with the firm.

Overall my year away from my regular Navy job was filled with personal growth and perspectives I could not have achieved without formerly leaving government service.  Having the opportunity to visit each of the other companies participating in the program, I received valuable insight into each company as well as had the opportunity to interact with the very highest level of executives at the companies.  

Though I am not sure I captured the “Golden Goose” for DoD, a few of my key “takeaways” for the department include modifying performance evaluations to address not only what one does well, but also what one does not do well and areas of improvement; utilizing a common database for lessons learned for Lean Six Sigma (LSS) projects; and accelerating the implementation of a single web portal for all service related websites similar to what the Army does today with its Army Knowledge Online (AKO).
Secretary of Defense Corporate Fellowship Program

The Secretary of Defense Corporate Fellowship program was initiated in 1997 by Secretary of Defense William Cohen to foster a relationship with the business world and the Department of Defense (DoD).  The program places two senior officers from each of the four services in a top performing company for a year long period.  The Fellow is expected gather some of the best business practices of the company applicable to the DoD.  In addition to the placement, the Fellows spend a three-week period in Washington D.C. receiving briefings from a variety of political, press, military, and business leaders as well as a week at the University of Virginia Darden School of Business.  Approximately half-way through the year and also at the end of the year, the Fellows provide briefings on their findings to key offices at the Pentagon.  Finally, throughout the year the Fellows spend two days at each company location receiving briefings from senior leadership. 
History of McKinsey and Company
McKinsey and Company was founded in 1926 by James O. McKinsey as an accounting and engineering firm.  Though founded by McKinsey, Marvin Bower who joined the firm in 1933 and purchased it outright in 1939 is credited with building the firm into “gold standard” of management consulting.

McKinsey has a dual mission that has existed since its inception:

· “To help our clients make distinctive, lasting, and substantial improvements in their performance”

· “To build a great firm that attracts, develops, excites, and retains exceptional people”

The firm also has five core values that they apply to every client engagement:

· “Work with our clients, not for them”

· “Bring the best of the firm to every client”

· “Take a top management perspective”

· “Establish a solid fact base”

· “Preserve client confidentiality”

Overview of the Firm
McKinsey and Company is a management consulting firm founded in 1926.  The firm enjoys a most envious position in that it remains among the most coveted job for graduating MBAs as reported by the annual Unversum survey with almost all of its new hires coming from the most prestigious schools in the country.    Even though the average time at the firm for a consultant is only three years, it nonetheless enjoys a reputation for being a Chief Executive Officer (CEO) training ground for some of the biggest companies in the United States.  

McKinsey’s overall consulting model operates at the intersection of functional practices, such as operations, and Industry practices that include energy, media, insurance, retail, and others.  Some of the other functional practices include technology, finance, and strategy.  Some of the Functional and Industry practices are shown in figure 1.
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Figure 1.  McKinsey works at the Intersection of Functional and Industry Practices
For my fellowship I was assigned to the Production Systems Design Center (PSDC) in Irvine, California.  The PSDC is part of the Operations Practice at McKinsey and trains Business Analysts to be Lean Transformation Experts.  The PSDC program is a two year program that staffs analysts on Operations related engagements as they master Lean topics.  McKinsey adheres very closely to the Toyota Production System (TPS) for its Lean transformations.  Of note to the Department of Defense (DoD) is the fact that eight of the 56 consultants at the PSDC were from the Navy’s Nuclear Power Program and this community continues to be a recruiting ground for PSDC personnel.  
Production Systems Design Center

The Production Systems Design Center is a two year program at McKinsey that trains Lean experts at McKinsey.  Consultants enter the program as analysts and at the end of the program are designated as associates and Lean experts.  Graduates can elect to stay on at the PSDC or to transfer to different offices to be resident experts in Lean operations.  The two year program exists to deliver competitive advantage to manufacturing and service clients. 
McKinsey stresses a holistic and sustainable approach to their Lean transformations and stresses three elements of a transformation that each overlap the other.  These three elements include the operating system; the management infrastructure; and mindsets, capabilities, and behavior.  Each engagement stresses to understand the client’s business need and to design an optimum future-state operating system to meet that need; to change the way the client organization is managed and reinforce new systems needed to achieve the identified future state; and to build a strong commitment at all levels by changing mindsets, capabilities and behaviors to achieve optimum future states and to build necessary capability.  
The actual approach used to execute the three pronged approach includes a six step plan of execution that includes preparing, diagnosing, designing, planning implementation, and refinement.  In the preparation stage team members are selected with complementary skills and needed resources and equipment is gathered. In the diagnostic phase the objective is to understand the current state performance as well as to identify root cause issues and quantify improvement potential.  In the design phase the future state is outlined incorporating tactical implementation plans, management infrastructure and any modifications to mindsets, capabilities, and behaviors.  In the planning stage the organizational issues are addressed by the use of value stream maps and material and information flow loops.  In the implementation stage the potential solutions are demonstrated and the benefits and any resulting issues are identified and resolved.  Finally, in the refinement stage new processes are standardized and management ensures new behaviors are instilled.
McKinsey Consultants

There is a certain mystique to being a McKinsey consultant.  It is very much akin to Special Forces in the U.S military.  The consultants are considered the best of the best and this explains why the very best students from the elite schools in this country aspire to work for McKinsey.  They spend long hours day in and day out solving the most difficult problems in business today.  They know that McKinsey is seen as a training ground for future CEOs and even spending two years at the firm is seen as an accomplishment that guarantees success in future endeavors.  I marveled at the dedication and discipline of each of the consultants I had the opportunity to work with, above all they were professional and upheld the statement below from the man credited with setting the high firm values McKinsey is known to uphold, Marvin Bower:
“In a profession where service is all we offer, and where the majority of our professionals are relatively new, a strong culture that guides individual action is crucial.”

McKinsey Consultant Interviews

While at McKinsey I generated a group of questions to conduct interviews with consultants I worked with or just happened to come across who had a few moments to spare.  Consultant tenure ranged from people with less than two weeks in the firm, to directors with over twenty.  The questionnaire is presented in appendix A.  The Operations practice, which the PSDC is part of, hires a significant amount of consultants from the U.S. Navy nuclear program, with eight current members of the PSDC being former Navy officers.  One of the questions on the questionnaire that the DoD might find relevant was the question:

“Why did you leave the military?”
As these individuals are whom we would desire to keep in the military, the answer to the question was of interest to me.  The common theme to the question had to do with family separation.  I found that strange because I’m almost convinced I spent more time away from my family this year than I did as a young lieutenant in a deploying squadron.  The only difference between McKinsey and the Navy was that at McKinsey I did get to see my family every week, if only for three days out of the week when I wasn’t on travel.  Maybe a more appropriate response would have been “long” separations from family.  All spoke in positive terms about their military careers and thought the time in the service would benefit or has benefited them at the firm.
Performance Management

McKinsey provides professional feedback to its consultants every six months.  In addition to stressing actual performance the reports also stress improvement areas.  This approach is uniquely different from the U.S. Navy approach that only stresses actual performance.  One of the refreshing things I experienced throughout the year was the honest feedback that is characteristic of the McKinsey approach.  The DoD and the U.S. Navy in particular would do well to incorporate a method to provide feedback to personnel in areas of improvement. Though the current Navy personnel reporting system has in place a counseling period at the halfway period during the reporting cycle, this report is not maintained as part of an officer’s record and many times is not even completed.  Additionally, even if feedback is presented it is often not followed up on subsequent reports and there is seldom any linkage to on the final report to midterm discussions.
The objective of a performance report is to provide feedback to an individual on how they performed during the evaluation period of the report.  It should summarize the performance for that period of time and should also provide feedback to the person being evaluated on what they should do to improve professionally.  The current Navy system addresses only the first part of this, though one could argue that the second part is more important for personal development.   Since the Navy also uses the performance reporting system as a promotion tool, the actual performance reporting tends to dominate an officer’s fitness report.  The Air Force separates its promotion system from its performance reporting system.  In talking with the other Fellows, there was general consensus that the recommendation has equal appeal to all of the services current performance evaluation programs.  Regardless of whether one part or two, a personal development piece should be added to each of the services performance evaluation systems. A potential solution could be combining a resume` for the evaluation period and a formal document providing areas of improvement as well as the current system of comparison to an officer’s peers for promotion purposes.
Lean Discussion
The Toyota Production System (TPS), founded and developed by its name sake is the essence of what we call Lean today. At its core, the goal of Lean is to remove waste from a system or process.  This is opposed to the goal of Six Sigma which is to remove variation from a system or process. As most of the DoD has already realized, Lean and Six Sigma are complimentary tools with each methodology supporting the other.  Some of the most noticeable tools associated with the TPS include Just in Time (JIT), Kaizen, Eight Wastes, Value Stream Mapping (VSM), 5S, Takt Time, Kanban, Five Whys, and Overall Equipment Effectiveness (OEE).  Though a brief description of these keys terms is provided, a recommended reading on TPS is the “The Toyota Way” by Jeffrey Liker.
Just in Time is probably the most recognized principle from the TPS and is firmly rooted in logistics.  JIT is simply having products and services arrive when they are needed or as they are pulled from a down stream process.  Kaizen is the process of continuous improvement and requires a vigilance of all workers to want to make improvements to a process even when it may appear to be working just fine.  

The eight wastes commonly referred to in Lean are overproduction, waiting, unnecessary transportation, over processing, excess inventory, unnecessary movement, defects, and unused employee creativity.  The difference between unnecessary transportation and unnecessary movement is that transportation refers to the movement of a product whereas movement refers to unnecessary movement of a worker.  Value Stream Mapping (VSM) is the objective look at a system from the delivery of raw products through all processes up to the output of a finished product.  The VSM captures all value as well as non-value added activities and visually depicts their relationships through material and information flow.  The VSM is sometimes called a Material and Information Flow Analysis (MIFA).
5S is a simple and highly visual way to maintain optimum workplace conditions.  The first S is for sorting which verifies what is needed and eliminates non essential tools and materials.  Second is straightening, or putting each item in its place and using visual management.  The third is sanitization, cleaning and establishing schedules to keep the work area clean.  Next is standardization, or establishing standard procedures to keep the first three S’s in place.  The last is sustainment, employing systems to monitor compliance and make 5S part of the culture.

Takt time is the rate of customer demand and is calculated by taking the total time available to complete a process and dividing by the customer demand.  A simple example of Takt is to take a fictional company with a single shift of eight hours per day (28,800 seconds) with a customer demand for one of its products of 10,000 units per day. The Takt in this case, assuming a full eight hours of work,  is 2.9 seconds per unit (28,800 sec/10,000 units) requiring the company to produce one unit every 2.9 seconds.  
Kanban is a visual system of applying JIT on the production floor itself.  Kanban is normally associated with cards that trigger an event, whether that event is the production of parts required for another process or the restocking of a work center of raw materials or an intermediate subassembly.  
Five whys is essentially root cause analysis through the use of asking “Why?” five times. It is essentially the Socratic approach to problem solving and in TPS is normally associated with “Go and See” which requires the problem solver to actually go and see the problem under consideration.   Overall Equipment Effectiveness (OEE) is a measure of machine effectiveness and is the ratio of good parts (or time) to theoretical parts (or time) for a given period.  OEE helps evaluate how effectively machines are running and provides a metric for improvement efforts.  
Standardized Work is simply the accepted way to complete a task after Lean principles have been applied.  It may involve a board or chart that describes the task to be completed and may be as detailed as including the number of steps to take, the amount of time a step should take, and other details.  When an issue arises, the standardized work charts are the first place where root causes are investigated.   Jidoka is an outcome of Lean design and simply means that quality is built in.  
Many of the Lean tools are captured in a diagram often used to visually depict the Toyota Production System called the “TPS House”.  The foundation of the house includes standardized work, continuous improvement and stability production resource.  The principles of TPS make up the walls of the house and are made up of Just in Time, Flexible Manpower System, and Jidoka.  Finally, the goal of TPS is captured in the roof and represents the highest quality, lowest cost, and shortest lead time to production.  The TPS house is depicted in figure 2.
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Figure 2.  The “TPS House”
DoD and Lean Workshop
A Lean workshop between McKinsey & Company consultants, Fleet Readiness Center (FRC) Southwest, Space and Naval Warfare Systems Command (SPAWAR) San Diego, and Program Executive Officer Command, Control, Communications, Computers, & Intelligence ( PEO C4I) representatives was held on Friday, 26 January 2007 at the FRC Southwest facilities on Naval Air Station North Island.  The intent of the workshop was to foster a discussion between the commands and McKinsey to identify differences and similarities between their implementations of Lean Six Sigma (LSS) methodologies and those utilized by McKinsey & Company.  
FRC Southwest is a leader of Lean transformation within the Department of Defense (DoD).  The FRC conducts both intermediate and depot level maintenance for a variety of Navy and Marine Corps rotary and fixed wing aircraft.  Lean was first initiated at FRC Southwest in 2003 and subsequently implemented across all of its aircraft lines in 2005.  The FRCs have been on the leading edge of DoD’s Lean initiative.  SPAWAR and PEO C4I provide program management and installation of various acquisition programs for the Navy and Marine Corps.  Both SPAWAR and PEO C4I have relatively new LSS programs with the majority of LSS projects occurring in the SPAWAR Systems Centers (SSC) labs.
FRC Southwest Lean initiatives were assessed as very good by McKinsey consultants.  Their application of 5S initiatives was specifically identified as best in its class compared to the other aviation Maintenance Repair Organizations (MROs) the McKinsey consultants had worked with.  The FRC also made good strides in the use of working cells and one piece flow of aircraft through the modification and planned maintenance processes as well as the use of Takt time to level workload induction and delivery of aircraft.  Suggestions for improvement for FRC Southwest by McKinsey included the use of Value Stream Maps for both current and future state maps to identify the most urgent areas for improvement.  The establishment of system wide metrics to tie all projects together rather than judging each project as a success or failure was also recommended.  In conjunction with this recommendation the McKinsey consultants also suggested extending the six week project timeline currently used by the FRC to develop more robust and lasting change.  Another recommendation was to work to establish more control over better arrangements with suppliers.  The current supplier arrangements are limited by contractual obligations that limit the application of lean methods and require the FRC to develop workarounds and in some cases even manufacture their own parts.
SPAWAR presented a LSS project started in 2005 to address the high rejection rate of Interface Control Documents (ICD) during review.  The project had completed a host of analyses such as Stakeholder analysis, Strengths Weaknesses Opportunities Threats (SWOT) analysis, and risk analysis to determine potential alternatives.  Even though they had conducted a variety of analyses, they had neglected to engage the customer early on in the project and had also not addressed the root cause of each of the failures that spurred the project in the first place.  SPAWAR would also have done well to start with a Value Stream Map of the ICD process and a simple Pareto diagram to flush out the reasons for ICD rejection.
Hypothesis  Based Testing

One of the hardest obstacles I had to overcome during my year with McKinsey was learning to utilize the hypothesis based method of problem solving.  Coming from a background of flight test where we plan the flight and fly the plan and let the facts fall where they may, McKinsey’s method of presupposing a solution before you go out and find the facts represented a huge cultural mindset change.  In time I came to appreciate this method because it is specifically suited to a situation where you do not have a lot of time but are expected to provide impact.  

It is clear that with hypothesis based testing you have to maintain a level of discipline where if your initial hypothesis is wrong you can flex your thinking and actions to capture the true facts.  Though I did not observe anyone looking for facts to support their hypothesis while at McKinsey this is clearly the weakness of such an approach.

Think Cell
One of the first things one learns about McKinsey is the relentless discipline of its consultants on how they attack problem solving and presentation of thought.  Whether one agrees with the approach or not, the firm is fanatical about doing things the “McKinsey Way”.  It allows the firm , with consultants in 45 countries spread around the world to assemble teams from any combination of the 85 offices in these countries and have them up and running in short order.  
One of the tools that McKinsey uses to maintain this Firm discipline is a Microsoft Power Point add-on called Think Cell Chart.  Think Cell Chart by Think-Cell Software GmbH is basically a template creation tool for the type of slides McKinsey uses.  For example one of the slides McKinsey uses is the waterfall chart shown in figure 3.  Using Think Cell, a consultant only need enter the number of columns in the waterfall and the corresponding values and the chart is instantly created.  This allows the consultant to concentrate his/her time on actual content vice creating and manipulating any specific chart.  These interactive templates are provided for almost every type of chart the firm uses and greatly reduces chart making workload.
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Figure 3.  Sample Waterfall Chart made with Think Cell Chart

Though I do not believe that DoD requires a template for every type of presentation it creates, a tool like Think Cell would have great applicability for mandatory briefings or briefings at milestone events in the acquisition community.  These types of briefings have mandatory information that is presented and presenting this information in a consistent way across the board will not only simplify the task for the presenter but also for the decision makers receiving the information. 
Know Web Enabled Knowledge Management Tool
During my last two months at McKinsey they updated their web-based knowledge management tool.  The tool is part of the McKinsey intranet and is used by consultants to obtain reference documents on a user defined topic search.  Initially the tool was simple enough that it was not worth mentioning, just a simple topic search that produced a list of documents from prior engagements that are releasable and research papers associated to the topic.  

When the Know tool was updated it had markedly changed and warrants mention in this paper.  The new initial Know page has two data entry windows, one for knowledge and the other to search for McKinsey employees.  Additionally, the page has six sections with links.  The six sections are Internal Knowledge which has reference material, publications, blogs and wikis created by McKinsey consultants; External Knowledge which has information from large information databases such as Hoovers and Factiva; Practices and Initiatives which has information on McKinsey’s Industry and Functional practices as well as information on the firm’s Knowledge Investment Projects (KIPs); Knowledge Contribution which provides information on how to contribute to the Know database; Support Services that includes information on how to utilize all support services available to consultants; and Skill Building which provides links to online courses that are helpful to McKinsey consultants.  
The search window for McKinsey employees returns a picture of the employee, their contact information and their history of engagements in the firm.  Each of the engagements are hyperlinked and you are able to see a brief summary of the study as well as who worked on the study.
The search window for knowledge returns documents categorized into five different sections and ordered by relevance.  These sections are McKinsey documents, Consultants with Expertise in the area of the search, Business school publications, news, and analyst reports.

A tool similar to this could be easily adapted by all branches of DoD.  Though the concept is great, the success of such a tool is highly dependent on the staff of people tasked with keeping its information current and accurate.  Assuming a dedicated staff of maintenance personnel, such a tool could greatly enhance the lessons learned database across each service with relevant, concise, and timely information for a searched topic.

SECDEF Program Questions

In addition to the observations each of the SECDEF Fellows were asked to collect during the year at each of our respective companies, we were also asked to answer a group of standard questions.  These questions are provided in appendix B.  Not all questions pertained to each company and this was especially true of McKinsey being the only privately held company in the group of companies for the year.  The questions which applied as well as the answers to them are provided below:

1.  Where does your sponsor see information and other technologies taking it and its industry segment over the decade?

At McKinsey I saw very little use of information technologies other than what I would call the bare necessities.  A consultant’s basic toolbox included a laptop computer and wireless card, a Blackberry data device, and a wireless phone.  The primary software programs used by consultants are Microsoft PowerPoint with Think Cell Chart and McKinsey Templates, Microsoft Excel, and Lotus Notes.  Two primary web based tools are used and a discussion of one has already been presented.  These two tools are the “Know” knowledge management system and “Learn”, McKinsey’s online portal for conducting training.  It was pretty clear that this mix of technology will change very little over the next decade, their “technology” if you will is the intelligence and problem solving ability of the consultants that work for the firm, their meager set of tools just comes down to the bare minimum required to convey their findings to the client and to be connected to each other.
2. How does your sponsor plan for and manage uncertainty, challenge assumptions about the industry, and shape the future competitive environment?

The role of the partners and directors at McKinsey is to manage the relationship with the client.  To that end they are always trying to understand the industry trends of their clients and looking for areas where they can provide value.  It would not be uncommon for a McKinsey team to conduct a diagnostic of a particular opportunity at no cost to the client to demonstrate the opportunity that could be had if the client hired the firm to implement and extract the targeted value.

3. What have been the major operational and organizational trends under way in your sponsor and its industry segment?  What processes and structures might we expect in a decade or so?  For example, is the corporation moving from a traditional hierarchy to a network of integrated functional teams?

McKinsey has clearly already moved to a network of functional teams broken out by industry and functional practices.  This arrangement results in the creation of experts within specific industries and also allows for cross pollenization of its workforce across the functional areas.  I would not expect much change to this model as it provides the latitude required of any consulting firm to focus on specific industries while also providing an avenue to cross train personnel.
4. How does your sponsor gain insights into the future?  How does it stay ahead of the competition?

In addition to client work, McKinsey conducts its own research into areas where they believe opportunity exists.  The genesis of this research could originate as the result of an engagement or could merely be the result of a question trying to determine where an industry is going.  An example of this type of research conducted by the firm includes a Knowledge Investment Project (KIP).  Some consultants can work on these on a fulltime basis while others will contribute while they are on client service teams and provide input on an as available basis.

5. Does your sponsor have a corporate vision?  Is it well known by all the employees or just a sign on the wall?  Is there any evidence that it is followed with respect to specific corporate policies, decisions, and actions at all levels?

The vision at McKinsey is directly associated with their core values and was presented earlier but is repeated below:
· “Work with our clients, not for them”

· “Bring the best of the firm to every client”

· “Take a top management perspective”

· “Establish a solid fact base”

· “Preserve client confidentiality”

Above all else this firm is about culture and if you cannot do it the “McKinsey Way”, you will not last long working for them.  I saw many instances of this during my year at McKinsey from the way they put together PowerPoint presentations to consultants being counseled to leave the firm because their approach was not in step with firm values.

6. How do new ideas from below (junior personnel) get handled for all phases of business from strategic planning to everyday events?  Are they encouraged, nurtured, etc?
McKinsey takes great pride in saying that they are a non hierarchical organization.  Though this applies in the arena of problem solving where the point of a first day associate or business analyst can carry just as much weight of a 20 year director, the firm clearly has and maintains a hierarchical organizational structure.  All consultants have the ability to affect strategic direction of the firm through independent research opportunities, articles in the McKinsey Quarterly (a publication containing business topics from consultants at McKinsey) or just through their day to day work while working on engagements if they develop a new method, tool, etc, that can affect future engagements in the firm.
7. How well is your sponsor “wire?” Is there a corporate Intranet?  Are there company standards for computer systems, PC’s (both hardware and software? Is info tech considered a leading edge asset to be exploited or a business expense to be controlled?

McKinsey has a corporate Intranet with two primary systems already discussed, “Know” and “Learn”.  All consultants have laptops computers and they are slowly migrating to tablet PCs.  The standard mix of software includes Lotus Notes with use of Same Time chat and Virtual Team Rooms (VTR) where documents can be stored and accessed by all members of a team.  All consultants have a Blackberry device as well as a wireless card in order to have access independent of location.  Technology is viewed more as a tool than an asset at the firm; it is viewed much more as an enabler of the real asset that is the intelligence of the consultant.
8. How is info technology affecting the internal communication at your sponsor?  Has e-mail replaced the memo?  Are interactive network communication and/or video teleconferencing replacing staff meetings and business trips?

As is the case with most likely every company in the U.S. today, E-mail is the defacto communication tool at McKinsey.  Lotus Notes is the tool used by the firm and is used for e-mail communications, meeting scheduling, Same Time chat, and Virtual Team Rooms.  Though Same Time chat is installed and allows anyone in the firm to see who is currently logged on to the system, I did not see pervasive use of it during my year.  Same time was used more as a socialization tool than as a business tool from the limited observations I had.  I participated in a single video teleconference during my year with McKinsey and the teleconference was an internal McKinsey only meeting.  Though no one specifically told me this, it appeared that the firm prefers face to face interaction when dealing with its clients.  As their model has teams working directly at the client site each week, there is little reason to schedule a video teleconference when the meeting can be conducted directly at the client site.  Phone teleconferences however occurred daily as teams “checked in” when they were not all co-located or if the team needed to talk to a remote client who was not at the primary work site.
9. How does your sponsor train executives in a flatter organization?  How has the “traditional” career path been affected?

Every consultant is a potential executive at McKinsey.  Even the managing director, the equivalent of the CEO at other companies, is a director voted into office by the other directors.  Once a consultant makes partner they are essentially executives.  If I had to provide one area where McKinsey could improve something they did, it would be in this area, and specifically, in how they train their leaders.  Though they clearly screen for past leadership experience when hiring their candidates, I very much had the feeling that their leadership training had a “Just in Time” approach.  Consultants seemed to get required training and experience as they were promoted from say an associate to an Engagement Manager.  A Business Analysts role is to solve problems and build presentations, if that involves interfacing with the client, then so be it but if it did not, then that would be fine also.  However, the approach really should be that on every engagement there are certain things that each consultant should have to do that not only makes them a better consultant, but also a better leader.  These would include, leading a work stream, interfacing with the client in a leadership role, and directly communicating with the partners and directors on the engagement.  This is not to say these things did not and does not happen, I just had the feeling during the year that they were not requirements during engagements.
10. To what extent has your sponsor been able to outsource “non-core” work?  Have there been any lessons learned (“goods and others” in outsourcing which might be applicable to DoD?

One of the only things that McKinsey outsources is some of the actual construction of slides for presentations.  This work is conducted off shore in India by a group referred to as Visual Graphics India (VGI).  Handwritten slides are faxed or e-mailed to the service, many times as consultants are leaving the office for the evening, and are returned as completed slides in a few hours.  Because of their exacting standards for slide making, this process optimizes a consultants time spent problem solving while decreasing the amount of time building slides.  I do not believe this is a model DoD should or would want to adopt as it is directly a function of the sheer amount of slides required for the average engagement and does not translate well to DoD work. 

11. How does your sponsor recruit and retain the talented workers it needs to compete?

I had the opportunity to observe recruiting while at McKinsey and there were several key observations.  First, there is no Human Resources (HR) department at McKinsey, recruiting is essentially done by the existing consultants.  The bar for entrance to the firm is set very high.  McKinsey enjoys an envious position in that they can choose the best graduates from the best business schools in the country.  They have time and again been ranked the number one most desired job by graduating business school students.  The interview itself is based on a business case that the interviewee must walk the interviewer through as questions are asked.  It is definitely not the average interview where someone is asking you to tell them about yourself.  Candidates interview with two consultants and at the end of the day, interviewees are ranked and a determination is made as to whether they will continue the interview process.  If an interviewee makes it to the second stage of interviews, the process is repeated with another two interviews but his time with Partners at the firm vice Associates.  One of the things that struck me at the Firm is how much time they spend recruiting and cultivating potential consultants.  It is an ongoing endeavor and one most companies could not compete with.
12. Does your sponsor consider itself or is it trying to be a “global” company?  Have there been any lessons learned (”goods and others”) with respect to “globalization” that might be applicable to DoD?
McKinsey is an inherently global firm.  They have 83 offices in 45 countries and actually do more work outside of the U.S. than they do inside.  The one thing that makes this wide array of offices in disparate countries work is their relentless standardization of how they conduct their engagements.  Whether you are a consultant from Hamburg Germany, or Cleveland Ohio, you know that when you come together on an engagement exactly what is expected of you, how you are to go about getting it, and what end products are expected.  Essentially, they have mastered globalization in the sense that it doesn’t matter where you are on the globe, their methods and products are the same or vary so slightly that they are essentially the same.
Recommendations

The purpose of the SECDEF program is to gather best business practices at the companies where the fellows spend the year.  To that end, I have the following three recommendations for the Department of Defense based on the top three things I saw at McKinsey that have applicability to what we do in the military and government service:
1.  Modify performance evaluation programs to include formal feedback on what individuals can do better with suggestions for improvement and follow-up on subsequent reports.  This can be accomplished in conjunction with current programs and does not have to affect any rankings or stratification of personnel used for promotion.  
2. Move to a single web portal entry point to all service related websites.  Services such as Physical Readiness Tests, pay, personnel records, e-mail, lessons learned databases, and travel should all be accessible from a single portal and will ensure DoD personnel know where the single point of entry for web-based services is located and guarantee its use.  The Army Knowledge Online (AKO) is the closest single point portal in use by the services today and should be used as a starting point for the other services.
3.  All the services are currently implementing Lean and Six Sigma (LSS) programs.  There are three critical things that each should strive to attain in addition to the normal training associated with new initiatives in DoD.  The first item is strategic alignment up and down the chain of command to ensure the right projects are being undertaken that ultimately address the goals and objectives of leadership.  The second item is to stress projects that have excellent potential to be duplicated in other military units.  This re-use can be further enhanced by using tools such as Power Steering where projects can be submitted and referenced by other units. Though I did not get an opportunity to use it, I am told that the Power Steering software currently in use by some DoD departments may already address this recommendation.
So as to not make the benefits of this program a one way street, I submit the following recommendations to McKinsey & Company in the area of leadership and continued participation in the Secretary of Defense Corporate Fellowship Program:

1.  McKinsey should stress leadership development at all levels of consultants.  All consultants interact with clients and the firm should formalize a leadership development program that places consultants in leadership positions within engagements and in their home offices.  A specific recommendation would be to utilize training time to spend time discussing engagements where there was a breakdown in some aspect of the engagement and having an open discussion of how things could have been better.
2. Though my time at the firm was productive and hopefully McKinsey will continue to participate in the SECDEF program, consideration should be given to having follow-on Fellows spend a period of time shadowing a partner and a director in addition to being staffed on studies.  This will allow the Fellow to observe all three general levels in the firm.  
3. The Firm should make better use of the SECDEF program’s Company Days.  These days provide direct interface with the highest levels of the companies participating in the program. All but two of the other companies participating this year set aside time with the Chief Executive Officer (CEO).  Companies may send representatives to the companies with their Fellows and provides a great opportunity to build relationships with these companies.
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Appendix A – McKinsey Questionnaire
The following questions were asked to a cross-section of McKinsey consultants during the year ranging from analysts with under one month in the firm to directors with over 20 years:
1. How long have you been with the firm? 

2. What is one thing you think the firm does well?   

3. What is one thing you think the firm could improve on?  

4. Why did you want to work for McKinsey?  

5. Why do you continue to work for McKinsey?  

6. What are your thoughts on having a family or how would you describe your family life?

7. What is your biggest personal issue with the job?  

8. What is your greatest personal satisfaction with the job?  

9. What do you think of the military today?  

10. What are some things that McKinsey does that the military could benefit from?  

11. If I could only take back one thing from McKinsey to DoD, what should it be?  

12. Where have you worked before, what did you do and why did you leave?  

13. Ex Military only:  Why did you leave the military?  

14. Ex Military only:  How does McKinsey compare to the military?

Appendix B – SDCFP General Questions
For all of the following, consider what are the parallels and contrasts between the way your sponsor does business and the way DoD or your Service does a similar thing.

1. Where does your sponsor see information and other technologies taking it and its industry segment over the decade?

2. How does your sponsor plan for and manage uncertainty, challenge assumptions about the industry, and shape the future competitive environment?

3. Does your sponsor want to reshape its industry or create an entirely new one?  Does it want to transform the industry and not just the organization?

4. How does your sponsor build on competencies that go across and transcend corporate business units?

5. What have been the major operational and organizational trends under way in your sponsor and its industry segment?  What processes and structures might we expect in a decade or so?  For example, is the corporation moving from a traditional hierarchy to a network of integrated functional teams?

6. What are your sponsor’s strategic measures of effectiveness; what are they for the industry?  Is an entirely new industry being formed?  Are the boundaries between industries being redrawn?

7. How does your sponsor gain insights into the future?  How does it stay ahead of the competition?

8. How does your sponsor strive to unlearn the past to be able to think out to the strategic horizon of the company?  

9. How does your sponsor capture and exploit the foresight that exists throughout the corporation?  How does it imagine products and services that do not yet exist? 

10. How does your sponsor deal with fundamental and discontinuous change (technical, demographic, regulatory, social, political, etc.)?

11. Dose your sponsor have a corporate vision?  Is it well known by all the employees or just a sign on the wall?  Is there any evidence that it is followed with respect to specific corporate policies, decisions, and actions at all levels?

12. Does your sponsor have a strategic plan?  Who develops it and at what level (corporate headquarters, the major business sectors/divisions, a small cadre of wise men, etc.)?  Is it scenario based?  How far does it look into the future?  How often is it updated?  Is there any evidence that it is actually followed between updates? 

13. Does your sponsor have a separate (from the strategic) financial plan?  How far does it go into the future?  How often is it updated?

14. What is the corporate structure (hierarchical, functional, other)?  Why (historical, business sector norm, etc.)?  Is it changing? Why (e.g. in response to outside factors, technology, marketplace, latest business organizational "fad", etc.)?

15. How do new ideas from below (junior personnel) get handled for all phases of business from strategic planning to everyday events?  Are they encouraged, nurtured, etc.? 

16. How well is your sponsor "wired?"  Is there a corporate Intranet?  Are there company standards for computer systems, PC's (both hardware and software)?  Is info tech considered a leading edge asset to be exploited or a business expense to be controlled?

17. Does your sponsor have a separate "Chief of Information Technology" of some form?  Is information technology managed company wide through an info tech hierarchy or individually at each level (either autonomously or in accordance with company wide policy)?  What about for a Chief Information Security Officer?   

18. Has you sponsor been downsizing?  What was the rationale for what was kept and what was discarded?  What was the game plan to affect the downsizing?
19. Has your sponsor been part of a merger?  What was the game plan and how has it been working?  Is the new organization fully integrated yet?  Will it ever be?

20. How does your sponsor treat education?  As it a fact of life, an asset to be exploited, or a business expense to be controlled?

21. What is the mechanism that your sponsor uses to implement organizational and procedural changes?  Do they simply direct the changes or do they expend time and resources on change management?  Do they obtain change management expertise from outside sources?

22. How is info technology affecting the internal communications at your sponsor?  Has e-mail replaced the memo?  Are interactive network communication and/or video tele-conferencing replacing staff meetings and business trips?

23. How does your sponsor train executives in a flatter organization?  How has the "traditional" career path been affected?

24. To what extent has your sponsor been able to outsource "non-core" work?  Have there been any lessons learned ("goods and others") in outsourcing which might be applicable to DoD?

25. Does your sponsor have, or is it implementing, an integrated Enterprise Resource Plan (ERP)?  What general problems were encountered during implementation?  Are the expected results being achieved?

26. How does your sponsor recruit and retain the talented workers it needs to compete?

27. Does your sponsor consider itself or is it trying to be a “global “ company? Have there been any lessons learned ("goods and others") WRT “globalization” that might be applicable to DoD?

28. How does your sponsor manage change?  Are there formal change management structure/process/tools such as Six Sigma?
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