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75% of industry leaders we surveyed believe a change in large 
capital project delivery is needed
Leaders believe that lack of right talent, rigid mindsets and lack of collaboration is holding the industry back

Potential change in project delivery model required, 

share of respondents, %

Current roadblocks organizations are facing in making 

the change:

Source: Global survey conducted amongst 300+ industry leaders within Capital Projects

24%

76%

0%

Only incremental optimization Redesign required No change required

Change required in capital project delivery model

Believe that lack of right talent and skillset is the largest roadblock 

preventing the change

19%

18%
Believe that clients’, managers’, team members’ mindset shift to accept 

change is required, and that is the largest roadblock preventing the change

17%
Believe that cost of change is the largest roadblock preventing the change
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What is Projects 5.0?
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Projects 5.0 is a new model for the delivery of large 

capital projects in heavy industry

Projects 5.0 complements 4IR concepts with a fundamental 

shift in the social fabric of the project

Project 5.0 leads to more efficient, lower-cost projects and 

more resilient work practices and outcomes

1. Internet of Things
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Examples: Leaders in other industries have already successfully 
managed to shift their model and create a step change 

Source: Press search, McKinsey Capital Excellence analysis

Save 40-50% 

of time and cost

Reliable, with safe and predictable 

outcomes and are repeatable

Continually improving 

and sustainable

Ensure E2E value maximization 

for all stakeholders, including end user
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Changing the way companies deliver 
capital projects has potential to 
unlock significant value 

Potential improvements industry leaders believe are 

possible

1. Modelled for a $1000mn project, with budgeted IRR of WACC (assumed at 12%) + 2%, and operating life of 

15 years. Overruns in current project delivery as well as savings from Projects 5.0 based on input from survey of 

300+ industry leaders.Cost and time split across stages: Delivery phase assumed to contribute to ~80% of total 

project costs and ~40% of total project time, with the rest split among other phases

Source: Global survey conducted amongst 300+ industry leaders within Capital Projects, McKinsey Capital 

Excellence analysis

-20% to -12%

Current project

delivery

19% to 43%

Project with 30-50%

cost and time reduction

Estimated NPV improvement equate 

to a >2x IRR increase from 8-9% to 16-22% 

NPV (modeled for a $1bn project)2

% of project cost

40-50pp

This would results in significant value creation

potential improvements on actual cost~33% 

potential improvements on actual time ~32% 

+65% 
of industry leaders believe that there 

is a potential improvement of more 

than 20% on quality and repeatability
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We identified six fundamental changes required to transform the 
large capital project delivery model

Source: McKinsey Capital Excellence analysis

Future-proofing of projects by 

ensuring sustainability, to plan for 

potential opportunities, constraints & 

risks

Data driven operating model enabled by 

digital/tech

Industrialization (standardization/ reuse/

modularization) to facilitate repeatability

AND focus on innovation

5

2

4

6 3

Sustained capability building and re-

designing ‘people supply chain’ to foster 

collaboration across the project

Agility, flexibility and resilience, 

coupled with stability in project 

delivery/responding to change
Ecosystem of 
partners who 

collaborate to drive 
E2E value, aligned 

with functionality for 
end customer

1
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Industry leaders believe that these fundamental changes are high 
priority, feasible and require investment of ~5% of project cost
However, these initiatives are not scaled-up / institutionalized in their organizations

40 38 20Ecosystem of partners

High priority shift

Shift not requiredMedium priority shift

Low priority shift

52 31 13Industrialization

58 24 14Agility

55 29 13Capability building

55 31 12
Data driven 

decision making

46 29 21Sustainability

78 20

81 17

77 21

78 20

83 15

74 24

Feasible

Not feasible

Shift not required

79 18

This shift is not required

Investment<5% additional project cost

Investment >5% additional project cost

75 20

82 15

83 15

72 25

75 21

Source: Global survey conducted amongst 300+ industry leaders within Capital Projects

11 87

Shift not required

Not started / early implementation

Scaled-up / institutionalized

14 85

16 82

16 82

16 82

15 83

Priority Feasibility Cost implications Maturity of change

How important is this shift for your 

organization?

Do you believe this shift is feasible to 

implement in your organization?

How much additional investment is 

needed to implement this shift?

To what extent have you implemented 

this change in your organization?

Note: Numbers may not add to 100 due to rounding; 2-4% of respondents mentioned ‘shift not required’ for each shift

% of respondents
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In conjunction, these fundamental changes have the potential to 
transform the way in which capital projects are delivered

Project 1

How would 

the 6 changes

transform 

large capital 

project 

delivery?

From siloed/fragmented approach with 

custom designing…

Scope 

definition

Project 

definition

Output

Project 

scope

Owner

Project 

team

Contractor

Operations

Project 

scope

Owner

Project 

team

Contractor

Operations

Project 

scope

Owner

Project 

team

Contractor

Operations

Project 

scope

Owner

Project 

team

Contractor

Operations

 Typically custom designed

 Silo approach to project setup & execute

 Scope fixed at start of project with limited flexibility

 Skills build as required

 >40% reduction in project cost and  >40% reduction in time

 Are safe and have predictable outcomes

 Are repeatable, continually improving and sustainable

 Ensure E2E value maximisation for all stakeholders, including the end user

Future requirements

Source: Team analysis

…To invest project 5.0 with integrated project delivery

Agility, flexibility and 

resilience, coupled with 

stability in project 

delivery /responding to 

change

Industrialization 

(standardization/ 

reuse/modularization) to 

facilitate repeatability AND 

focus on innovation

Future-proofing of 

projects by ensuring 

sustainability, to plan for 

potential opportunities, 

constraints & risks

Data driven operating 

model enabled by 

digital/tech

1 x

2 x

3 x

Sustained capability building and re-designing “people supply 

chain” to foster collaboration across the project

Project 2 Project 3 Project 4 Project 1 Project 2 Project 3 Project 4

Scope 1

Scope 2

Scope 3

Scope 4



McKinsey & Company 9

4. Sustained capability building and re-designing  
‘people supply chain’ to foster collaboration 
across the project 

Learning alliances to partner with for 

large-scale capability building

Advances in training/ learning 

technology

Long-term view to training – people 

seen as more than fungible 

resources

Lack of talent strategy or programs 

due to traditional contracting/sub-

contracting model, with large 

proportion of off-roll workforce

Blockers

Accelerators

Develop a comprehensive plan 

of the skills required across the project 

portfolio and identify the gaps and setup 

programs to close the gaps

Setup a mechanism for managing 

and optimising resource allocation 

“Walkthrough”:

how can this be achieved?

Key 

shifts

Systematically acquire capabilities to deliver the 

portfolio over a longer horizon - "people supply 

chain" view versus "staffing" a project 

Invest in targeted trainings to upskill resources 

engaged in delivery, both upfront and throughout the 

project

Take an agile approach to allocating and optimising 

resources across the projects

Source: McKinsey Capital Excellence analysis
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5. Data driven operating model enabled 
by digital/tech

Blockers

Accelerators

Create real-time visibility 

on project parameters for 

all stakeholders in the 

ecosystem

Drive data/insight based

decision making and risk 

management

Develop a robust digital 

architecture - flexible to 

scale, and integrate new 

solutions and functionalities 

as it matures

Setup a mechanism for 

technology investments/ 

innovation

Focus disproportionately on 

rewiring business processes 

based on data, and managing 

change - digital/ technology is only 

20% of the problem statement

Proactively conduct "small 

experiments" with new 

technologies/solutions every year -

critical to keep abreast of latest 

innovations in the space

Avoid the "pilot" syndrome - pick 

2-3 interventions but implement 

them across the portfolio to start 

seeing tangible impact

Key shifts

“Walkthrough”: how can this be achieved?

Training and focus on a data-driven 

operating model amongst 

leadership/managers

Learning from peers/other industries 

improvements achieved through 

digital tools

Existence of digital disruptors willing 

to partner with the org

Industry-wide convergence on 

platforms / choice of digital tools

Unstructured or lack of data due to 

poorly developed data 

management tools

Siloed organisational construct 

resulting in point-solutions

Partners using varied, difficult to 

integrate platforms

Blockers

Accelerators

Source: McKinsey Capital Excellence analysis
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AA was able to 
find 30% 
schedule 
savings 
through 
500,000+ 
permutations

Construction Simulation

Scenario 2

Baseline Scenario

Scenario 1

Stage 

Completion 

Optimization

Contractor 

Sequence

Activity 

Completion 

Optimization
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Client in Saudi Arabia 

wanted to optimize 

construction schedule of 

gypsum stack across 

equipment, personnel, and 

time constraints

Leveraged an AI engine 

with construction logic 

overlaid a BIM model

Each scenario created 

500,000+ simulations 

across critical parameters 

including equipment and 

labor

28% time savings found 

through optimizing 

sequencing of equipment 

and labor

Illustrative Explored solutions Deprioritized solutions

Multivariable 

Schedule 

Simulation

BIM

Goal

Best practice 

approach
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Near-real-time tracking
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Further reading and ongoing webinar series

May Creating an ecosystem of partners

June Data driven operating models

August Adopting further standardization and modular 

approaches

October Building agility, flexibility and resilience

December Capability Building & Collaboration

Full report on Projects 5.0:

https://www.mckinsey.com/business-functions/operations/our-insights/capital-projects-50-reimagining-capital-project-delivery

Contact:

Prakash Parbhoo

Prakash.Parbhoo@mckinsey.com




