McKinsey&Company

The automation imperative

As many organizations move to build their automation capabilities, recent survey results suggest
that certain best practices will differentiate successful efforts from others.
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Exhibit 1

Organizations in everyregion and industry are automating at least some business processes, yet only a slight
majority have succeeded at meeting their targets, according to a new McKinsey Global Survey on the topic.!
Asadvances in artificial intelligence, software robotics, machine learning, and innovative technology plat-
forms enable businesses to redefine processes, workplace automation is expected to provide a significant
opportunity for improvements in performance and efficiency? Indeed, three-quarters of all respondents say
their companies have already begun to automate business processes or plan to do so within the next year. The
results also suggest which practices best support a successful automation effort: making automation a
strategic priority, deploying technologies systematically, decentralizing governance, ensuring the IT function’s
involvement, internalizing automation’s costs and benefits, and prioritizing workforce management.

Automation, a global phenomenon
Acrossregions and industries, the survey results suggest that automating businesses is a global phenomenon
(Exhibit1). Amajority of all respondents (57 percent) say their organizations are at least piloting the

automation of processes in one or more business units or functions. Another 38 percent say their organizations

Automation is a global phenomenon.

Steps organizations have taken to automate business processes,
by office location, % of respondents’
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1 Respondents who answered “don’t know” are not shown. Total n = 1,303; in developing markets, n = 373; in Europe, n = 479; in North
America, n = 281; and in Asia—Pacific, n = 170.
2 Includes respondents in China, India, Latin America, Middle East, and North Africa.
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have notbegun to automate business processes, but nearly half of them say their organizations plan to do
sowithin the next year? Across regions, respondents in developing markets are just as likely as their peers to
report automation activity.

Not surprisingly, the high-tech and telecom industries are leading the way on automation. Three-quarters

of respondents in those sectors say they are at least piloting automation in one or more business units or
functions. Nonetheless, the results suggest that all industries have been or expect to be deploying automation
technologies. Atleast half of respondentsin all other industries say their companies have already begun

to pilot or adopt automation.

Theresults also suggest that larger organizations are leading smaller ones in pursuing automation
Amongrespondents at large companies, 40 percent say theirs are using automation across the organization or
have fully automated processes in at least one function or business unit. At smaller organizations, just

25 percent say the same.

The factors of automation success

Although automation has become commonplace, the results indicate that successis byno means assured. We
looked closely at the responses from larger organizations, where automation is more prevalent. Across
industries, more than half of large-company respondents say their organizations have seen success to date
(thatis, their automation efforts have been successful or very successful at meeting targets). The results

also point to six practices that the most successful companies tend to employ.

Although automation has become
commonplace, the results indicate that
success is by no means assured.
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Exhibit 2

Make automation a strategic priority

According to respondents, organizations with successful automation efforts are more likely than others
todesignate automation as a strategic priority. When asked about their companies’ primary reasons

for adopting automation technologies, these respondents are more likely than others to say automation
was defined as a priority during the strategic-planning processes or is required to keep pace with
competitors (Exhibit 2).

Organizations with successful automation efforts are more likely
than others to designate automation a strategic priority.

Primary reason for pursuit of automation, % of respondents at large organizations’

Respondents at successful organizations? Respondents at all other organizations®

Automation was defined as a priority during strategic-planning process

37 22

To keep pace with competitors already pursuing automation

16 3

To improve cost base over longer term*

3 28

I

To address concerns with effectiveness of business processes

12 34

To reduce costs in next 12 months

4

Automation was high priority for at least 1 leader

5 5

L Respondents working at organizations with annual revenue of $1 billion or more, n = 162. Respondents who answered “other” or “don’t know”
are not shown.

2Respondents who say their companies have been successful or very successful at meeting targets for automation efforts.

3 Respondents who say their companies have been unsuccessful, very unsuccessful, or neither successful nor unsuccessful at meeting targets
for automation efforts.

4That is, next 2-3 years.
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Exhibit 3

Deploy automation technologies systematically

While automation success is possible through either traditional top-down (waterfall) deployment

or more flexible agile methods, a systematic approach is key. Only 5 percent of respondents at successful
companies say their deployment methods have been ad hoc, compared with 19 percent of peers not
reporting success (Exhibit 3).

Success with automation is most often achieved with a systematic
approach to deploying technologies.

Organizations’ process for deploying automation technologies,
% of respondents at large organizations'

Respondents at successful Respondents at all other
organizations? organizations®

Waterfall, or
traditional
(ie, a linear, stage- Agile (ie, rapid
gate process) testing and
iteration on
36 technologies
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Agile (ie, rapid traditional
testing and (ie, a linear,

iteration on stage-gate
technologies process)

before they are
implemented) M

before they are
implemented)

50 40

Don’t know

I Respondents working at organizations with annual revenue of $1 billion or more, n = 162. Figures may not sum to 100%, because of rounding,

2Respondents who say their organizations have been successful or very successful at meeting targets for automation efforts.

3 Respondents who say their companies have been unsuccessful, very unsuccessful, or neither successful nor unsuccessful at meeting targets
for automation efforts.
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Exhibit 4

Success-group respondents are twice as likely to report
deployment of machine learning, cognitive agents, and natural-
language processing.

Automation technologies currently deployed in production,’
% of respondents at large organizations?

Machine-learning Robotic process Voice assistants, Natural-language
algorithms automation chatbots, and/or processing and/
cognitive agents or generation

Respondents
at successful
organizations® =
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Respondents
at all other
organizations*
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IThat s, deployed beyond the piloting phase.

2 Respondents working at organizations with annual revenue of $1 billion or more, n = 162. Respondents who answered “other” or “don’t know”
are not shown.

3 Respondents who say their organizations have been successful or very successful at meeting targets for automation efforts.

4 Respondents who say their companies have been unsuccessful, very unsuccessful, or neither successful nor unsuccessful at meeting targets
for automation efforts.

What’s more, successful organizations are implementing different automation technologies from the

ones other organizations are adopting. Respondents with successful automation efforts are more than twice
as likely as others to say their organizations are deploying machine learning (Exhibit 4). They are also

more likely to cite the use of other cognitive-based automation capabilities, such as cognitive agents and
natural-language processing® At respondents’ organizations overall, the most commonly adopted
automation technology is robotic process automation, which respondents say is deployed in equal shares

of successful and other organizations.

Decentralize governance

Another differentiator of automation success, the results suggest, is the way programs are organized.

The results favor decentralization. Respondents at successful organizations are more likely than their peers
to say their functions or business units are accountable for delivering automation efforts, with or without
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Exhibit 5

support from a central team. Conversely, respondents at less successful organizations are more than twice as
likely as those at successful ones to say a central team is solely responsible for automation delivery across

the organization.

Ensure the IT function’s involvement

The success of automation programs also relies on the early engagement of the IT function, according to
respondents from organizations with successful efforts. First, these organizations’ IT teams are more likely
to have automated their own processesS Furthermore, IT’s involvement in the automation effort also

is adifferentiator of success. More than 75 percent of respondents from successful organizations say IT was
involvedininitial discussions of automation projects, compared with 58 percent of all other respondents
(Exhibit 5). By contrast, just 13 percent of respondents who consider their automation efforts successful say
IT was not brought onboard until pilots were already under way.

Internalize both costs and benefits

Successful and less successful automation efforts also diverge in regard to management’s understanding of the
total cost of ownership (TCO).” Half of respondents with successful automation efforts say their leaders under-
stand very well the TCO for automation projects. Only 7 percent of peers at other organizations say the same.

Successful automation efforts tend to involve IT early.

Project stage when central IT groups were first involved in automation planning,
% of respondents at large organizations'

Respondents at successful Respondents at all other
organizations? organizations®

s 1 — When projects — 3_

When were being
. implemented
projects
were Whgnt
bein projects
When projects pilcljtgd were When projects
were initially being were initially
discussed 13 piloted discussed
77 31 58
8 IT has not :
been involved Don'tknow 7
I 1 — in projects 1

L Respondents working at organizations with annual revenue of $1 billion or more, n =162.

2 Respondents who say their organizations have been successful or very successful at meeting targets for automation efforts.

3 Respondents who say their companies have been unsuccessful, very unsuccessful, or neither successful nor unsuccessful at meeting targets
for automation efforts.
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Exhibit 6

That said, respondents report similar benefits from their automation efforts, regardless of their success to
date at meeting targets. The most common benefit reported is reduced costs, identified by about one-third of

all respondents.

Prioritize workforce management

Amongalllarge organizations reported to be pursuing automation, a majority of respondents predict that
their companies will face automation-related skill gaps in the future. Only 8 percent believe there will

be no gaps to address. And while most respondents say addressing potential automation-related skill gapsis
atop ten priority for their organizations, respondents at successful organizations are more than three
times likelier than others to consider the effort a top five priority (Exhibit 6).

Successful organizations are more likely than others to make
potential automation-related skill gaps a priority.

Importance of addressing potential automation-related skill gaps compared with other priorities,
% of respondents at large organizations’

Respondents
at successful
organizations?
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organizations®
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A top five priority

A top ten priority
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Not a top priority
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L Respondents working at organizations with annual revenue of $1 billion or more, n = 162. Respondents who answered “don’t know”

are not shown.

2Respondents who say their companies have been successful or very successful at meeting targets for automation efforts.
3 Respondents who say their companies have been unsuccessful, very unsuccessful, or neither successful nor unsuccessful at meeting

targets for automation efforts.
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What’s more, organizations with successful automation efforts are more likely than others to report concerns
about talent acquisition. They are five times likelier (40 percent, compared with 8 percent) to say acquiring
employees with the right skills will be their organizations’ most significant automation-related challenge in
the nextthreeyears.

What success looks like at small companies

Smaller companies are less likely than larger companies to automate processes, but their success

rate is higher. The findings from these organizations show that several differentiators for success hold true
regardless of company size.

Aswithlarge companies, IT’s involvement in small companies’ automation efforts is greater at successful
companies. More than 80 percent of respondents at successful small companies say their IT functions were
involved in the initial discussion phase of planning for automation projects, compared with two-thirds

of respondents at other small companies. And 64 percent of respondents from successful small companies
report the automation of at least one business process in IT, compared with 41 percent of their small-
company peers.

Understanding costs also is amarker of success at smaller firms. At successful small companies, nearly

half of respondents say their leaders understand the total cost of ownership of automation efforts very well or
completely, while only 28 percent of respondents from other companies say the same. The findings also
suggest that automation-related talent managementis top of mind for leaders at successful small companies.
And like their large-company peers, respondents from the most successful small companies are likelier

than others to say that addressing potential automation-related skill gapsis at least a top ten priority for
their organizations.

Looking ahead
The findings from this survey can be applied to organizations at all stages of the automation
journey. Depending on an organization’s current state, its leaders can take several steps to reap the

rewards of automation.

®  Prioritize automation. Organizations that are just launching automation programs would benefit
from making automation a strategic priority from the outset. Ways to put thisin action include defining
clear strategic objectives for automation, having an executive sponsor for the program, beginning
automation work with a comprehensive understanding of both the costs and benefits, and making

automation an enterprise-wide, rather than functional, mandate.

m  focus onroles and people. Organizations that are struggling to implement automation successfully
would do well to elevate the role of IT—for example, involving the function often and as early as possible in
all future efforts. These organizations also should take a discerning look at workforce management.

This includes development of an approach to capture value from automation and an assessment of the

skills and new roles for the workforce that accompany future-state automated processes.
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Expand ownership and adoption. Finally, organizations that are successfully deploying automation
technologies should also look to expand the governance of and buy-in on automation. They can

benefit from encouraging a truly enterprise-wide program and pursuing more advanced cognitive
automation technologies. Structuring automation programs to be technology neutral will allow
organizations to keep pace with the rapid advances being made, rather than rethinking their approach
every time they adopt a new technology. M

' The online survey was in the field from January 16 to January 26, 2018, and garnered responses from 1,303 participants
representing a full range of regions, industries, company sizes, functional specialties, and tenures. Of these respondents, 764
work at organizations that have piloted the automation of, or that have fully automated, business processes in at least
one function or business unit. To adjust for differences in response rates, the data are weighted by the contribution of each
respondent’s nation to global GDP.

N

For more, see the McKinsey Global Institute articles, “Harnessing automation for a future that works,” January 2017, and “What’s
now and next in analytics, Al, and automation,” May 2017, both available on McKinsey.com.

©

All other respondents (4 percent) say they don’t know what actions their organizations have taken to automate business
processes. They were not asked the remaining questions in the survey.

~

“Large companies” are defined as those with annual revenues of $1 billion or more, according to respondents. Those with annual
revenues of less than $1 billion are classified as “small companies.”

o

For more on the changing demand for cognitive work, see “Skill shift: Automation and the future of the workforce,” McKinsey
Global Institute, May 2018, on McKinsey.com.

(=)

Among large companies, 75 percent of respondents who report successful automation efforts say their IT functions have
automated at least one business process, compared with 56 percent of all others.

~

For more information on optimizing total cost of ownership, see Kalle Bengtsson, Tyler Duvall, Samuel Magid, and Robert
Palter, “Releasing the pressure on road agencies,” February 2011, McKinsey.com.

The contributors to the development and analysis of this survey include Alexander Edlich, a senior partner
in McKinsey’s New York office; Fanny Ip, an associate partner in the Southern California office; and Rohit Panikkar
and Rob Whiteman, an associate partner and partner, respectively, in the Chicago office.
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