International Journal of Trend in Scientific Research and Development (IJTSRD)
Volume 6 Issue 4, May-June 2022 Available Online: www.ijtsrd.com e-ISSN: 2456 — 6470

L 4

L g

An Example of Reviewing Your Marketing
Capabilities using the Mckinsey 7S Framework

Ms. Rutuja Pravinkumar Jadhav', Tejaswini Raju Kande®, Naziya Moulali Sayyad®

'M Pharm Student, 2 Assistant Professor,
l’zPDEAS, SUCOPSRC, Karadi, Pune, Maharashtra, India

ABSTRACT

In this article, we will explore the seven elements of McKinsey 7S
Model in detail and learn how it can be used to improve performance
or manage change in organizations. Also, we provide an example that

you can use to apply the model in companies.
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INTRODUCTION
The McKinsey 7S model ensures that all parts of the
organization should work in harmony.

It was developed in early 1980s by Tom Peters and
Robert Waterman,l two consultants working at
McKinsey and company, who later went to write the
international best article on

‘Structure is Not an Organization’. In the 1970s, they
believed that business leaders were putting too much
emphasis on structure and strategy when it came to
organizational change.”

When to Use the McKinsey 7-S Model

You can use the 7-S model in a wide variety of
situations where it's useful to examine how the
various parts of your organization work together.

For example, it can help you to improve the
performance of your organization, or to determine the
best way to implement a proposed strategy.

The framework can be used to examine the likely
effects of future changes in the organization, or to
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align departments and processes during a merger or
acquisition. You can also apply the McKinsey 7-S
model to elements of a team or a project.

Why follow the 7S model?

These 7 factors are used by management to identify
where a company excels and where it needs more
work, in terms of creating an optimal and efficient
workforce. It is also used to evaluate performance
following a merger or other restructuring to identify
areas that need improvement.8

Definition

McKinsey 7S model is a tool that analyzes firm’s
organizational design by looking at 7 key internal
elements: strategy, structure, systems, shared values,
style, staff, and skills, to identify if they are
effectively aligned and allow organization to achieve
its objectives.3

Elements
The seven elements are split into two categories:
‘hard’ and ‘soft’.
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McKinsey 7S Framework

Hard S

Soft S

Skills

Hard Elements

Hard elements are easy to identify and describe. They are the foundation of any organization and can be used to
describe its management structure, processes, and objectives. They tend to be recorded and referenced in
corporate documents like statements, strategy reports and organizational charts.”The following elements are the
hard elements in an organization:

1. Strategy
2. Structure
3. Systems

Strategy: It is the plan devised to maintain and build competitive advantage over the competition.' The plan an
organization must achieve its objectives. This is a dynamic element, in that it changes all the time in response to
outside factors like competition, demand and technological innovations.’

Structure: The way the organization the organization is structured and who respect to whom.' The way in which
an organization’s activities are managed. In small businesses, this might be a traditional hierarchy. In larger
organizations, this is more likely to be a divisional or matrix structure, where different managers have varying
areas of responsibility.”

Systems: The daily activities and procedures that staff members engage in to get the job done.' The processes an
organization has in place. This includes information systems, as well as financial procedures, legal policy, risk
assessment, health, and safety, pay and benefits. In short, all the systems that direct organizational alctivity.2

Soft Elements
The soft elements are often difficult to identify, and constantly evolve. It can be hard to put them into words and
they sometimes overlap with one another. However, they are no less important to an organization undergoing a

period of change.2 The following elements are the soft elements in an organization:
1. Shared Values

2. Style
3. Staff
4. Skills

Shared Values: When the model was first developed, these are the core values of the company that are evidence
in the corporate culture and the general work ethic.! The guiding principles that direct the organization’s
behavior. These were originally referred to as ‘super ordinate goals’ and are often unwritten. Examples of shared
values might include great customer service, constant innovation, or honesty.

Style: The style of leadership adopted i.e., democratic or authoritian. The organizational culture usually
described as ‘the way things are done around here’. This also includes individual management and leadership
styles.2

Staff: The employees and their general capabilities. This may include factors such as knowledge and attitude of
employees.' The people in the organization, their talents, and the way they are developed.’
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Skills: This is the actual skill and competencies of the employees working in the company.' The competencies
and capabilities of the organization and its people.2

Checklist Questions for the McKinsey 7-S Framework
The following questions are a starting point for exploring your situation in terms of the 7-S framework. Use
them to analyze your current situation first, and then repeat the exercise for your proposed situation.

What structure do we
need to execute the

strategy?
Structure .
What business system do we
W?aé;gzalgx;g;torzclg}ll\‘fa?nt?he e need to use or invent to execute
P P ’ _ the strateqgy?
Strategy ‘ Systems

Original 7-S as published by Ehared Which of our principles help us?
framework s authors *. Value Why do we do what we do in the
Comments and color scheme by way we do it?

BSCDesigner.com o

{

\ Skills

will help us? What skills do we
need to develop?

cultural qualities will help us to

What are the specific skills that
achieve a strategic objective?

What leadership style and ]

How should we help our
managers in their
growth?

7-S Framework

* Original 7-5 framework was introduced by Robert H.

Waterman, JR., Thomas J. Peters, and Julien R. Phillips. .

in “Structure is not organization”, Business Horizons Legend: Hard Ss Q Soft Ss
(1980, June). Comments and color scheme by BSC Designer.com

Strategy

» What is the objective of your company strategy?

» How do you use your resources and capabilities to achieve that?

» What makes you stand out from your competitors?

» How do you compete in the market?

> How do you plan to adapt in the face of changing market conditions?*

Structure

1. What is your organizational structure?

2. 'Who makes the decisions? Who reports to whom?

3. Is decision-making centralized or decentralized?

4. How do the employees align themselves to the strategy?
5. How is information shared across the organization?*
Systems

» What are the primary processes and systems of the organization?

» What are the system controls and where are they?

» How do you track progress?

> What are the processes and rules the team sticks with to keep on track?*

Skills

1. What are the core competencies of the organization? Are these skills sufficiently available?
Are there any skill gaps?

Are the employees aptly skilled to do their job?

What do you do to monitor, evaluate, and improve skills?

What is it that the company is known for doing well?*

Sk w
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Staff

1. How many employees are there?

2. What are the current staffing requirements?
3. Are there any gaps in the required resources?
4. What needs to be done to address them?*

Style

1. What is the management style like?

2. How do the employees respond to this style?

3. Are employees competitive, collaborative, or cooperative?

4. What kind of tasks, behaviors, and deliverables does the leadership reward?

5. What kind of teams are there in the organization? Are there real teams or are they just nominal groups?*
Sh

1.

ared Values
What are the mission and vision of the organization?
2. What are your ideal and real values?
3. What is the core valuing the organization was founded upon?
4. How does the company incorporate these values in daily life?*

McKinsey Change Management Model Advantages:

Enhancement of Organizational Effectiveness

Aligns Organizational Departments and
Processes

Implementation of Strategies

Analyzes Impact of Future Orga nizational
Change

Comprehensive Framework

Links Academic Research with Management
Practice

Advantages of 7s Model

» It Can Be Applied Widely
The flexibility of the 7S model McKinsey promotes is one of its biggest strengths. It can be applied whether you
are going through change or to help identify weaknesses and opportunities in your organization.

> It Takes a Holistic View

The framework by McKinsey is unique in that it focuses on harmony and balance within your organization. It
helps companies to identify areas they may not see as connected and view them holistically when it comes to
change.

> People & Processes are Included

Some change management models focus heavily on people, and others focus more on processes. The McKinsey
change management model includes both, ensuring both the human and technical elements of change
management are kept in focus.’
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McKinsey Change Management Model Disadvantages:

Lacks Practical Support

Loopholes in Strategy Formulation or
Execution

Lacks Proper Explanation of §t7"ategy
Implementation

Static Model

Difficult to Assess its Viability

Disadvantages ‘
of 7s Model Ignores Extemal Environment

» There is No Roadmap to Follow

A big drawback with the McKinsey 7S model example is that it does not give you steps or any roadmap to
follow for a change management program. It is more of a general method to ensure your organizational elements
are in balance.

» It Can Be Tedious for Change Management

If you must check every step of your change management process across each of the 7 Ss in the McKinsey 7S
model, you will hardly have time to do anything else. Unless you have a small company and project, it can be
tedious to use for change management planning.

» It is Better as a Gauge Than a Strategy

The McKinsey 7S example is better when used as a gauge at the beginning and end of a change management
project to ensure alignment of the 7S areas of your organization. Using a different change management tool or
model makes more sense for your actual change strategy and planning.’

The 7S model can be used to:

> Review the effectiveness of an organization in its marketing operations.

> Determine how to best realign an organization to support a new strategic direction.
> Assess the changes needed to support digital transformation of an organization.”

Using the tool

As we pointed out earlier, the McKinsey 7s framework is often used when organizational design and
effectiveness are at question. It is easy to understand the model but much harder to apply it for your organization
due to a common misunderstanding of what should a well-aligned element be like.

Application of McKinsey 7s Model

Ascertainan | Determine _
excellent where and lmn‘l:eh.rinan; the
“ﬂﬁ’lﬂ“mﬂ what changes thﬁ%d

/I are to be made

)\ y

Step by Step Process
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We provide the following steps that should help you
to apply this tool:

Step 1. Identify the areas that are not effectively
aligned

During the first step, your aim is to look at the 7S
elements and identify if they are effectively aligned
with each other. Normally, you should already be
aware of how 7 elements are aligned in your
company, but if you don’t you can use the checklist
from Whitt Blog to do that. After you’ve answered
the questions outlined there you should look for the
gaps, inconsistencies, and weaknesses between the
relationships of the elements. For example, you
designed the strategy that relies on quick product
introduction but the matrix structure with conflicting
relationships hinders that so there’s a conflict that
requires the change in strategy or structure.

Step 2. Determine the optimal organization design
With the help from top management, your second
step is to find out what effective organizational design
you want to achieve. By knowing the desired
alignment, you can set your goals and make the action
plans much easier. This step is not as straightforward
as identifying how seven areas are currently aligned
in your organization for a few reasons. First, you need
to find the best optimal alignment, which is not
known to you at the moment, so it requires more than
answering the questions or collecting data. Second,
there are no templates or predetermined
organizational designs that you could use, and you’ll
have to do a lot of research or benchmarking to find
out how other similar organizations coped with
organizational change or what organizational designs
they are using.

Step 3. Decide where and what changes should be
made

This is basically your action plan, which will detail
the areas you want to realign and how would you like
to do that. If you find that your firm’s structure and
management style are not aligned with company’s
values, you should decide how to reorganize the
reporting relationships and which top managers
should the company let go or how to influence them
to change their management style so the company
could work more effectively.

Step 4. Make the necessary changes

The implementation is the most important stage in
any process, change or analysis and only the well-
implemented changes have positive effects.
Therefore, you should find the people in your
company or hire consultants that are the best suited to
implement the changes.

Step S. Continuously review the 7s

The seven elements: strategy, structure, systems,
skills, staff, style, and values are dynamic and change
constantly. A change in one element always has
effects on the other elements and requires
implementing new organizational design. Thus,
continuous review of each area is very important.

Examples of the McKinsey 7s Model in Action
The practical applications of this model including
both the failure & success of organizational change
projects can be seen by studying the following
corporate examples:°

1. Nokia

From initially being a mobile phone industry pioneer,
to drastically losing market share, and finally getting
acquired by Microsoft, Nokia’s journey of change
failure can be explained using the 7-S framework.’

Strategy: Nokia faced a dilemma and had to optimize
costs and volume, enhance performance, and
maximize security. Nokia opted for a cost-leadership
approach and failed miserably on its innovation and
performance fronts. °

Structure: Nokia had a top-down line of hierarchy
where employees were working in silos with limited
communication. To compete with the likes of Apple,
Nokia should have opted for an agile and
decentralized structure, along with a collaborative
approalch.6

Systems: Nokia considered agility and being nimble
as its key competitive advantages. With a skilled
workforce, Nokia was able to innovate its products
and increase operational efficiency.6

Skills: Nokia had a pool of highly skilled engineers
and initially designed highly efficient mobile phones.
There was not any skill gap weighing them down.®

Staff: During 2007-2010, Nokia surprisingly
removed the CTO position from top management,
leading to extremely high attrition rates. New hires
were not properly skilled, to begin with, causing the
downfall of Nokia as a cutting-edge brand.’

Style: Due to the low technical competence of
leaders, employee morale was low. Instead of
bringing in people with the right backgrounds to
further company innovation and growth., Nokia
needed transformational change leadership to help
with technological advancement and cutting-edge
designs.’

Shared Values: The core values of the company
enabling business performance were Respect,
Achievement, Renewal, Challenge.6
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2. McDonald’s
Here is how the fast-food giant leverages McKinsey’s
7-S model for driving organizational change:

Strategy: McDonald is gained a significant market
share through its cost-leadership approach.
Additionally, it sets clear SMART goals to achieve
the long-term and short-term vision.®

Structure: Unlike other multinational corporations
(MNCs) with complex hierarchical structures,
McDonald is has a flat structure where a store
manager manages its employees. Employees work as
a close-knit team and have easy access to the senior
management if required. °

Systems: McDonald’s is known for constantly
innovating to reduce the wait time and make its entire
production and supply chain more efficient — such as
its new McDonalds app and self-ordering kiosks.°

Shared Values: McDonald’s aims to have a high
level of integrity, serve a wide range of customers,
hire employees from different backgrounds,
encourage teamwork, and finally, give some profits
back to the community with its core values: Serve,
Inclusion, Integrity, Community, and Family.°®

Style: McDonald’s leverages a participative
leadership style where seniors engage with employees
at different levels to seek their feedback to improve
operations and resolve conflicts.®

Staff: With over 210,000 employees, McDonald’s is
one of the largest employers in the world. It believes
in the concept of diversity and works towards
employee satisfaction.’

Skills: McDonald’s regularly trains its employees to
provide an unparalleled customer experience and
handle obj ections.’

Conclusion

The McKinsey 7S model is a useful tool that can be
used to diagnose and solve organizational problems.
The purpose of this tool is to emphasis that changing
one aspect of an organization will impact upon the
others. In a truly effective organization, all seven

elements will operate towards the same goal. If a
change leader believes that their organization could
be more effective, they can use the framework to help
identify the elements that need to change. >
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