




McKinsey: American Business Expertise in Dark Places

Topics: (ethics in a global environment, navigating conflicts of interest, ensuring alignment between mission and values, scope of a consultant’s role, limits of loyalty to home country) 

An American Company to Shape the World
McKinsey & Co. has a 92 year history and stellar reputation for providing superior leadership and management consulting expertise to the world’s most prominent businesses and governments. Through 127 offices employing over 27,000 people of diverse nationalities, McKinsey generates an annual revenue of over $10 billion. Graduates from the best schools seek out opportunities at McKinsey, and many top executives from Fortune 500 companies tell of experience with McKinsey on the most important issues in business. Western business expertise from McKinsey and other firms has in recent decades had a significant impact on lifting developing and conflict ridden parts of the world through improving infrastructure, health care, education, creating jobs, and reducing poverty. 
Consultant to Tyranny
Though McKinsey claims to focus on uplifting humanity and avoiding political activities, the consulting firm is being criticized for adding credibility to and facilitating governments that violate basic human rights and undermine democracy. By taking on authoritarian governments as clients, including China, Saudi Arabia, Ukraine, and Turkey, McKinsey has become deeply involved in controversial government contracts that directly and indirectly counter American and other interests. 
In Saudi Arabia, McKinsey delivered a report naming three Twitter users who posted negative comments about the regime resulting in arrests to a user and two family members and a Twitter account shut down.
In China, McKinsey, delivered a strategy project to one of McKinsey’s state-owned clients China Communications Construction Company (CCCC) who built China’s artificial islands in the South China Sea, increasing U.S. military tension. 
In Ukraine, McKinsey advised disgraced presidential candidate, Viktor Yanukovych resulting in his rise to office, dismissal of the reform plan McKinsey provided, and subsequent departure from the country with hundreds of millions of dollars.
When to Say No
McKinsey states the intention is to reform unstable countries from within and to make a positive difference in these countries with projects impacting over 2 billion people. If the clients fail to follow through on the agreements or reforms, McKinsey says the firm withdraws from the projects. Still, this puts the firm amidst very troubled deals with tyrannical regimes and results in McKinsey justifying ongoing consulting fees and profiting from the relationships. The fact that McKinsey employees often leave to take coveted positions in these governments complicates the relationship and potentially taints outcomes with future McKinsey projects. 
Contracts with criminal acting partners can be difficult to withdraw from without alienating the corrupt regimes and endangering McKinsey employees. Maintaining questionable relationships can make McKinsey complicit in criminal activity and can diminish its global reputation. With a mix of humanitarian projects that are stabilizing to the country and to the region, the firm may not be in a position to end partnerships with authoritarian governments entirely. 
McKinsey Says Yes
McKinsey states they help countries to become part of the global economy and do a lot of work in countries that do not demonstrate authoritarian behavior. The firm chooses not to pursue engagements with defense, justice, or interior or actions that violate American imposed sanctions. The firm states they do not accept projects that compromise their values. Yet, their mission and values are stated very broadly. (See Appendix).
Many of McKinsey’s employees abroad are nationals of the country the firm is serving. In Saudi Arabia, McKinsey accepted over 600 projects between 2011 and 2016 with 30% of the firm being run by professional women. In China, McKinsey has projects with over 20% of the largest state-owned companies and employs large numbers of Chinese who are members of the Communist Party. 
What Interest Has Priority?
With so many different clients and projects in developing areas, there is a clear opportunity for McKinsey to work across nations and regions to advance a specific government’s objective. With China’s Belt and Road initiative, McKinsey strongly recommended Malaysia to borrow heavily from China to construct the rail through their country using Chinese construction companies. McKinsey has publicly applauded China’s “Made in China 2025” plan to dominate 90% of the world’s most advanced industries sparking intense criticism from the U.S. and other countries. With McKinsey’s client-focused approach as a guide, the most profitable partnerships are likely to be prioritized despite the tainted nature of the players. 
McKinsey is a Global Player
In response to the questions about the legality and ethics of projects and partnerships, McKinsey has indicated an intent to show more transparency with its business. It has released a 2018 figure of 10 billion for revenue covering 65 countries and 142 locations. Kevin Sneader, global managing partner at McKinsey & Company explains how the firm has always had a primary consideration for guarding client private information and maintaining security with regard to projects and partners. The intention is to keep a careful barrier between the consulting side and the investing side of the firm. Still, the firm’s primary consideration is the client’s strategy and growth. Another element of this is to deeply understand the social impact and secondary impacts of McKinsey involvement with clients. This includes McKinsey’s intention to be more aware of the environment and context for serving clients. For example, McKinsey has experienced conflict with third parties associated with the client even though no direct associations might exist with McKinsey itself. Sneader also emphasizes how the McKinsey reputation is built on what the clients say about the partnership. 

McKinsey is Refining its Focus
Due to recent controversies, McKinsey leaders at a Shareholders Council meeting indicated updating and refining operating procedures around client privacy and perceptions of conflict of interest. A focus for this approach includes updating criteria for client selection with greater sensitivity to corporate social responsibility including defining institutions, individuals, and topics appropriate for partnership with increased transparency and accountability. 
Transparency Comes at a Cost
Following upon promises of greater transparency with clients and projects including being more open about possible conflicts of interest, McKinsey has fallen under examination by prosecutors for its practices with advising companies in bankruptcy. In possible violation of Chapter 11 bankruptcy rules, McKinsey is being investigated for advising the insolvent companies to move assets in ways that benefit McKinsey and its clients above other creditors. Should a criminal case develop, the detriment to McKinsey’s global reputation could be significant. 
Discussion Questions:
1. What ethical responsibility does McKinsey and do other U.S. companies have to protect America’s interests abroad?
2. Should the responsibility of private American firms to show a profit be dependent on what is socially acceptable?
3. How does a company operating with authoritarian regimes maintain its integrity?
4. What are conflict of interest points with the way McKinsey operates and what could be the long term effects?
5. What should McKinsey do to ensure its projects bring humanitarian benefits to developing areas, but do not legitimize criminal behavior of governmental groups?


Appendix: McKinsey Mission and Values

Our mission is to help our clients make distinctive, lasting, and substantial improvements in their performance and to build a great firm that attracts, develops, excites, and retains exceptional people.
We believe we will be successful if our clients are successful.
Our values
Adhere to the highest professional standards
- put client interests ahead of the firm’s
- observe high ethical standards
- preserve client confidences
- maintain an independent perspective
- manage client and firm resources cost-effectively
Improve our clients’ performance significantly
- follow the top-management approach
- use our global network to deliver the best of the firm to all clients
- bring innovations in management practice to clients
- build client capabilities to sustain improvement
- build enduring relationships based on trust
Create an unrivaled environment for exceptional people
- be nonhierarchical and inclusive
- sustain a caring meritocracy
- develop one another through apprenticeship and mentoring
- uphold the obligation to dissent
- govern ourselves as a “one firm” partnership
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