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The business environment just keeps getting tougher, but transfor-

mation is still an imperative. A new survey confirms that five mea-

sures can make a big different in results.

Amid ongoing strains associated with the pandemic, along
with geopolitical tensions, the shift to hybrid work, supply
chain disruptions, and other challenges, most companies
remain remarkably resilient in terms of their ability to trans-
form. However, leader engagement in transformation is
declining, continuing a downward trend over the past sever-
al years. The good news is that it’s still possible to success-
fully manage transformations in the current environment,
provided leaders reengage and focus on the right things.

Those are the central findings of BCG’s latest survey on
the state of corporate transformations. The survey—which
drew responses from approximately 1,000 companies
around the world—aims to provide business leaders with
a data-driven overview of the current transformation land-
scape so they can better understand how to design and
implement a successful change program. It follows similar
analyses conducted in 2019, 2020, and 2021 and is the
latest addition to our rich database of detailed transformation
data on more than 4,000 transformation efforts.

The Impact of Three Megatrends
on Transformation

This year’s survey focused on how three megatrends—
the adoption of artificial intelligence, climate and
sustainability goals, and hybrid work—are compounding the
difficulties of transformation. We asked respondents about
the importance of these trends, their companies’ relevant
internal capabilities, and how prepared they are to deal with
the opportunities and challenges the trends present.

Notably, transformation leaders were far more likely

than transformation laggards to consider Al, climate and
sustainability, and hybrid work important—and were more
likely to say they are prepared to respond to those trends.
The clear implication is that companies with strong transfor-
mation capabilities are aware of their operating environment,
understand the potential of broad trends to create both
disruptions and opportunities, and are able to pivot as
needed. These companies are more future oriented and
resilient; they understand that they need to sow today
what they want to harvest in the future.


https://www.bcg.com/publications/2020/are-you-ready-to-transform
https://www.bcg.com/publications/2020/four-phases-and-three-journeys-of-successful-transformation
https://www.bcg.com/publications/2021/how-companies-implement-successful-transformation

Similarly, transformation leaders understand the need to
continually invest to develop capabilities. Although these
organizations are more likely than transformation laggards
to feel well-prepared to meet emerging trends, only about
half (52%) rated their ability to respond to megatrends as
high, compared with 29% for transformation laggards.

If a company does not invest in its future readiness and is
thus not ready to act accordingly, it can quickly be pushed to
the brink. Conversely, having the right capabilities equips
companies to succeed amid changing circumstances.

Continued Fallout from the Pandemic

Our methodology looked at the five quantifiable dimensions
of success in a transformation: value realization, cost to
achieve, duration, leader engagement, and employee buy-in.
Overall, the results show that across all five dimensions,
performance is worse than it was before the pandemic—a
trend that initially showed up in last year’s results and
continues in the current findings. (See Exhibit 1.)

The value realized from a transformation has declined
significantly—from 73% in 2020 to 45% in 2022. Similarly,
employee buy-in remains low, and both cost overruns and
program timelines have tripled, though all of these num-
bers have essentially stabilized in the past two years.

The biggest finding in the most recent results is a contin-
ued decline in leader engagement. Although the overall
drop is lower than that of some other metrics, from 53% in
2020 to 38% 1n 2022, the fact that the decline is continuing
is worrisome. Moreover, the disconnect between leadership
engagement and employee buy-in is surprising. At most
successful organizations, leaders drive large-scale change
efforts, serve as role models, and support employees in
embedding the changes brought about by the transforma-
tion. When leaders don’t meet this mandate, employees
care less and transformations don’t succeed. (See the
sidebar, “Voices from the Frontlines of Transformation.”)

At the same time, the data shows that despite a continued
decline in leader engagement in transformations, employ-
ee buy-in has remained stable. One possible explanation is
that leaders continue to face new challenges in the
post-pandemic environment, whereas employees are
becoming more accustomed to new ways of working and
have become more resilient.

Exhibit 1 - Performance on Key Dimensions of Transformation Remains
Lower Than Before the Pandemic—Especially Leader Engagement

Average transformation success against expectations?

2020 2021
@ Value realization ~73% ~46% >
[:9@ Cost to achieve +15% +32% >
7=l Duration +19% +69%
& .
A Leader engagement ~53% ~45% >
Ay
O\% Employee buy-in ~64% ~59% >

Source: BCG transformation check, 2020, 2021, 2022.

1Based on self-assessment by survey respondents.

2022
~45% Value realization initially declined during the
0 pandemic and has since remained stable
+319% Cost overruns nearly doubled during the pandemic
0 and are still higher than expected
+69% 0 Timeline delays tripled during the pandemic
o Leader engagement has decreased significantly since
~38% the pandemic, showing a ~40% drop within two years
~60Y% Employee buy-in declined during the pandemic and
0 has since increased slightly
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Voices from the Frontlines of Transformation

leaders and other senior executives at companies

across a range of industries. A recurring theme of
those conversations was leaders’ uncertainty about the path
forward in a transformation. Agreement among top leaders
is especially crucial in times of uncertainty, yet uncertainty
can itself create divisions among the top team. Here’s a
sampling of what respondents had to say on the topic:

Q s part of our analysis, we spoke with transformation

“The magnitude of our recent transformation affected our
employees personally and emotionally. We had a new CEO
and a new business model that changed the way we served
our customers, plus most of our employees were working
from home. We had to take a step back and narrow our
focus. The hardest part was stopping projects that people
had already fallen in love with.”

“Midlevel managers had to navigate between the ‘every-
thing remains the same’ attitude of the workers they over-
saw and the pressure to change from above. Leaders at this
level often didn’t feel well supported or involved and
thought that their top management was not prioritizing
among different initiatives. In response, we introduced
weekly meetings among top management to align on a
smaller number of priorities.”

“At some stage, we realized that our leaders had lost the
ability to guide their teams—because they had no signifi-
cant compass on where to focus their efforts and were
working with overly detailed plans. We had to reorient
everyone to make sure we were maintaining overall mo-
mentum, which sometimes meant empowering leaders
and teams to figure solutions out as they work on a prob-
lem. This was tough, because we as a company like to
engineer a solution before we do anything.”

“The ability of our leaders to lead in such uncertain times
was not as we expected. | have to admit that this was a
flaw in my thinking: | had not spent enough time to under-
stand how ready our people were and tried to push knowl-
edge instead of building up their capabilities.”

“Some leaders didn’t know how to explain where the com-
pany 1s heading. They hunkered down and devoted their
energy to the most immediate priorities. We significantly
changed our communication. In the past it was about facts,
outcomes, and orientation. Now it is a lot more about
process, feelings, and our own struggles. Admitting that we
don’t have the answers but have a plan how to get to them
helped us to break out of this negative spiral.”




Regardless of the underlying cause, companies should
redouble their efforts to engage leaders at all levels in their
transformation efforts by reducing complexity and making
the overall goals and pathway clear. As in previous years,
our findings identified three distinct elements that make
the real difference between transformation champions and
laggards: holistic management of all change efforts, coher-
ent leadership, and employee-centric change manage-
ment. (See Exhibit 2.) Notably, these three areas comprise
a framework for transformation, which BCG research has
shown leads to greater financial performance.

Critical Insights for Change Leaders
We have distilled the insights of our survey into five win-

ning strategies that can provide chief transformation
officers with practical steps for success.

o Lead with clarity and transparency. In an era of
constant change, leaders sometimes struggle to reduce
uncertainty and provide clear guidance to their teams.
Some fall silent when they aren’t sure about a future
path. Others overcompensate by providing false
assurances or drawing up overly detailed plans. Instead,
leaders must remain authentic and open, acknowledging
change and uncertainty without being paralyzed by
it. BCG research has found that some of the qualities
of generative leadership that made companies more
flexible and creative during the pandemic can help them
take on bigger challenges—Ilike sustainability
transformations—now.

« Implement changes step by step. To ensure long-
term commitment throughout the process, organiza-
tions should break down large-scale transformations
into smaller changes that are realistic and achievable.

Exhibit 2 - Three Essential Elements of Successful Transformations

Holistic management
of change efforts

Consistent leadership o
alignment

Employee-centric
change management

Source: BCG transformation check, 2022.

% x 1.6

x 1.7 Increase in realized value
x1.9 Reduction in cost overruns
Bl x1.6 Decrease in timeline delays
& .
& X 2.2 Increase in leader engagement

Increase in employee buy-in

Note: Improvements shown are in comparison with the average transformation sample.
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https://www.bcg.com/publications/2020/four-phases-and-three-journeys-of-successful-transformation
https://www.bcg.com/publications/2022/all-about-generative-leadership-and-its-benefits
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Success requires prioritizing the most important initia-
tives—those that will address the most urgent needs or
generate the fastest improvements—and suspending
those that are unimportant. Some organizations may
need to adapt their culture to ensure that teams run-
ning deprioritized initiatives don’t perceive this as a
career-ending disaster but rather as an inherent part of a
culture of agility and value focus.

Make sure the leadership team is on the same
page. With uncertainty growing in all aspects of busi-
ness, it’s important for the executive team to invest
heavily in making sure that leaders are in clear agree-
ment on the goals and approach of the transformation.
Some senior teams believe—mistakenly—that they
don’t need to reinforce messages and goals over time,
because those decisions have already been communi-
cated and aren’t worth revisiting. In fact, the opposite

is true. In a fast-changing business environment, con-
sistently reinforcing a clear message—and refining it
based on ongoing feedback from leaders throughout the
organization—is the only way to ensure clarity and focus
on the right priorities.

o Empower the frontline. Transformations succeed or
fail at the frontlines. Engaging frontline leaders, empow-
ering them to make decisions, enabling them to provide
guidance to employees amid uncertainty, and listening
to and heeding their feedback on what is working and
what is not are key to getting the organization focused
on what needs to be done.

+ Manage the change load. Employees should not be
confronted with too many changes at once, or they will
make their own decisions about what is important and
what not—potentially in ways that don’t support the
company’s interests. It’s crucial to manage the change
load on the organization and identify emerging issues
early on.

he bright side of the all the change in the business

environment is that it creates new opportunities for
companies to differentiate themselves and outpace the
competition. To do so, leaders must remain engaged in the
process and focused on the right change priorities. By follow-
ing the measures discussed here, companies can improve
their odds in transformation, capitalize on a changing
landscape, and position themselves for long-term success.
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Boston Consulting Group partners with leaders in business
and society to tackle their most important challenges and
capture their greatest opportunities. BCG was the pioneer
in business strategy when it was founded in 1963. Today,
we work closely with clients to embrace a transformational
approach aimed at benefiting all stakeholders—empowering
organizations to grow, build sustainable competitive
advantage, and drive positive societal impact.

Our diverse, global teams bring deep industry and functional
expertise and a range of perspectives that question the
status quo and spark change. BCG delivers solutions
through leading-edge management consulting, technology
and design, and corporate and digital ventures. We work
in a uniquely collaborative model across the firm and
throughout all levels of the client organization, fueled by
the goal of helping our clients thrive and enabling them

to make the world a better place.
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