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How McKinsey Is Making $100 Million (and
Counting) "Advising" on the Government’s
Bumbling Coronavirus Response

- For the world’s best-known corporate-management
consultants, helping tackle the pandemic has been a bonanza.
It’s not clear what the government has gotten in return.

- McKinsey wrote all of the hype "white-papers" that helped
Obama push Cleantech into Silicon Valley oligarchs stock market
accounts
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In the middle of March, as the coronavirus pandemic was
shutting down the country, McKinsey & Co., the giant
management consulting firm, saw opportunity. The firm sprang
into sales mode, deploying its partners across the country to
seek contracts with federal agencies, state governments and city
halls. Government organizations had been caught unprepared
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by the virus, and there was a lot of money to be made advising
them on how to address it.

That month, a partner in McKinsey’s Washington, D.C., office,
Scott Blackburn, got in touch with an old colleague. Deb Kramer
had just been promoted to become an acting assistant
undersecretary at the Department of Veterans Affairs, where
Blackburn, whom McKinsey declined to make available for an
interview, had held senior roles between 2014 and 2018. During
that period, the two had overseen a major overhaul of the
agency called “MyVA,” a project McKinsey had worked on as well.
Blackburn had worked at McKinsey before going to the VA, and
he returned to the firm afterward. He and Kramer were in touch
repeatedly in the middle of March, according to a person familiar
with the exchanges.

On March 19, Kramer made a highly unusual request: The VA,
she said, needed to hire McKinsey within 24 hours. The VA runs a
sprawling health care system that serves 9 million veterans,
many of them older and plagued by chronic health problems,
and typically takes many months to solicit and accept bids and
vet bidders for a contract. The health system’s leadership wanted
to sign a multimillion-dollar contract with McKinsey to spend up
to a year consulting on “all aspects” of the system’s operations
during the COVID-19 pandemic, Kramer told a VA contracting
officer, Nathan Pennington. Pennington memorialized parts of
the exchange in a public contracting document.

“There is no time to spare,” the contracting document stated,
“every day wasted by a lack of situational awareness down to the
community level, and the inability to model scenarios and test
alternative courses of action, increases the risk to the citizens of
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this nation, to include Veterans and our own employees.” The VA,
the document observed, needed help with “life-and-death
decision-making today.”

The exigent circumstances left no time to seek competing bids
or to fully vet McKinsey’s proposal, Kramer argued. It was the
only contractor she and her colleagues were aware of that could
provide the required services without needing “ramp-up” time
the VA couldn’t afford. Pennington conducted no market
research and only a minimal review of the cost, “as there was no
time,” he wrote. Kramer approved the $12 million price tag. The
contract was signed on March 20.

 

Help Us Report on Coronavirus

Are you a public health worker, medical provider, elected official,
patient or other COVID-19 expert? Help make sure our
journalism is responsible and focused on the right issues.

Note: If you develop emergency warning signs for COVID-19,
such as difficulty breathing or bluish lips, get medical attention
immediately. The CDC has more information on what to do if you
are sick.

That would turn out to be just a down payment for McKinsey.
Ten days later, the Defense Health Agency was added to the VA
contract, upping its value to $22.5 million, and the week after,
the Air Force hired McKinsey — also with a no-bid contract. The
firm’s assignment for the Air Force was to serve on a task force
developing a strategy to get defense contractors, many of them
McKinsey clients, to produce medical supplies during the
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pandemic. To justify the $12 million value of that contract, an Air
Force contracting document cited what the VA had agreed to pay
McKinsey. It did not mention the VA price tag’s largely unvetted
nature. Finally, in early May, the DHA expanded the scope of
McKinsey’s work, signing an additional contract worth up to $6.1
million.

A VA spokeswoman, Christina Noel, said that the agency
“adhered to all federal contracting laws” in hiring McKinsey and
that “no-bid contracts can help provide VA the flexibility needed
during this national emergency to deliver the services required
to support clinical needs and save lives.” A DHA spokesman,
Richard Breen, said McKinsey had “expertise needed and an
existing contract with [the VA] for COVID-19 modeling support
with a separate and distinct scope.” An Air Force spokesperson
did not respond to emailed questions.

In a matter of weeks, McKinsey had extracted a total of $40.6
million in no-bid contracts out of its initial agreement with one
federal agency. The firm has continued to scoop up COVID-19-
related contracts for various governments since then. Altogether,
in the four months since the pandemic started, the firm has
been awarded work for state, city and federal agencies worth
well over $100 million — and counting.

Many of the most prominent government pandemic efforts have
been staffed with battalions of McKinsey’s trademark dark-suited
young MBAs. The joint coronavirus task force operating out of
the Federal Emergency Management Agency and Department of
Health and Human Services enlisted McKinsey, on a pro bono
basis, to help obtain medical supplies. New York Gov. Andrew
Cuomo’s team hired McKinsey to draw on existing

https://beta.documentcloud.org/documents/20190715-usaf-justification
https://beta.documentcloud.org/documents/20190688-dha-justification


epidemiological models to project hospital capacity and medical
supply needs. The Food and Drug Administration retained the
firm to do data analysis.

Among states, California, Illinois, Massachusetts, New Jersey,
Tennessee and Virginia have worked with McKinsey.
(Comprehensive contracting data is not yet available, and only
some states have revealed the dollar value of their contracts. For
example, the contracts for New York and New Jersey represent a
combined $18 million in revenue for the firm.) Cities including
Atlanta, Chicago, Los Angeles, New Orleans and St. Louis have
also used the firm during the pandemic.

It’s too early to fully judge these engagements, but a preliminary
assessment shows mixed results. After early stumbles, New York
state and New Jersey are doing relatively well. On the other
hand, the FEMA/HHS task force has faced harsh criticism for a
slow and dysfunctional effort to procure supplies. And project
documents and interviews show that, at the VA, consultants have
been slow to deliver urgently needed data. In other places,
officials have denigrated McKinsey’s contributions. “Basically,
they are compiling data for us,” a top official in Florida’s Miami-
Dade County wrote in an internal email obtained by ProPublica.
“And putting it in pretty formats.” That contract was for up to a
month of work, with a price tag of up to $568,000, and the
confusing set of reopening guidelines that emerged with
McKinsey’s help has been widely panned.

McKinsey defended its work in a written statement the firm sent
in the name of Liz Hilton Segel, its managing partner for North
America operations: “Like many other companies, we chose to
engage and do our part in helping governments fight this
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pandemic.” The statement noted that McKinsey “has the
capabilities to support leaders and public servants who are
navigating this humanitarian and economic crisis. … We are
proud of the support we have provided to public sector leaders,
front line staff and those engaged in fighting this pandemic.”

Given that McKinsey consultants operate as advisers, with
government officials charged with making final decisions, it can
be hard to identify the firm’s responsibility for any given
decision. But the firm’s government work has been steadily
rising in the wake of a multidecade hollowing out of government
(a trend McKinsey has promoted and ridden). Today, that
increasingly means that if you examine the government’s
response to the pandemic, you’re likely to find McKinsey’s
fingerprints.

Like countless organizations, McKinsey has been buffeted by the
pandemic, encountering turbulence and uncertainty. For
starters, the sputtering economy put many of its corporate
clients under duress.

Then there was a bevy of self-inflicted problems.

McKinsey’s bankruptcy practice, which would normally thrive
during hard times, has been under a “black cloud,” as a lawyer
representing McKinsey put it in a court hearing in April. The
firm’s practice has been dogged by a federal investigation into
potentially criminal self-dealing and tied up in litigation with the
founder of a rival firm over whether McKinsey properly disclosed
possible conflicts of interest. (“McKinsey’s bankruptcy disclosure
practices have always complied with the law,” Gary Pinkus,
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chairman of the firm’s North America operations, said in a
written statement.)

More broadly McKinsey has seen its long-gilded reputation
tarnished in recent years as government projects come under
critical scrutiny. Media outlets, such as ProPublica, The New York
Times and The Wall Street Journal, have investigated a variety of
ethically and legally dubious actions. That included helping the
Trump administration execute exclusionary immigration policies,
corruption allegations against local companies McKinsey worked
alongside in Mongolia and South Africa, and a pattern of hiring
the children of high-ranking officials in Saudi Arabia. In each
instance, McKinsey has denied wrongdoing. With $10 billion in
annual revenues, the firm is now as big or bigger than many of
its clients and has developed a culture that resists oversight.

Read More

How McKinsey Helped the Trump Administration Detain and
Deport Immigrants
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Newly uncovered documents show the consulting giant helped
ICE find “detention savings opportunities” — including some that
the agency’s staff viewed as too harsh on immigrants.

In April, McKinsey was penalized for running afoul of the federal
government. The General Services Administration, which
oversees federal procurement, canceled two government-wide
contracts, one of which had earned the firm nearly $1 billion
between 2006 and 2019. In a report issued earlier by GSA’s
internal watchdog, investigators revealed that McKinsey had
refused to comply with an audit. Instead, the firm went over the
head of a contracting officer and found a GSA supervisor who
was willing to accommodate the firm. That supervisor worked
with McKinsey to improperly inflate the contract prices, the
investigators found, part of a troubling pattern of favoritism the
supervisor showed toward McKinsey.

For nine months, GSA negotiated with McKinsey to lower its
rates. McKinsey’s intransigence ultimately led officials to see
cancellation as the best option, according to a statement from a
senior GSA official, Julie Dunne. (DJ Carella, a spokesman for
McKinsey, which denied wrongdoing, said in a statement, “We
are disappointed with GSA’s decision and look forward to
potentially returning to the GSA schedule in the future.”)

The fallout devastated the firm’s U.S. public-sector practice,
current and former consultants say. “The public-sector practice
was already underutilized after the [GSA] report,” one of them
said. “And then it just stopped.”

For McKinsey, the pandemic provided a new opportunity to
regain its foothold in the federal government. Coordination from
the White House was inconsistent at best, and many state,
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federal and city agencies were already short staffed. Years of
budget cuts and anti-big government policies had left them
dependent on outside contractors even in ordinary
circumstances.

So dependent that McKinsey consultants on the FEMA-HHS task
force ended up working in the procurement process, according
to a federal official briefed on the task force’s work. That was
unfamiliar terrain for the McKinseyites. Crucial medical supplies
from surgical masks to ventilators were scarce and the
government had solicited offers from any vendors claiming to
have access to the necessary supplies. As the offers came in,
McKinsey consultants were among the task force members
assigned to help vet them before forwarding them to federal
procurement officers, the federal official said. Carella, the
McKinsey spokesman, said the firm “did not ‘vet’ offers” of “PPE,
ventilators or medical supplies,” but rather “helped the client
assess the availability of life-saving equipment,” without making
any decisions about what to pass on to contracting officers.

A FEMA spokeswoman, Janet Montesi, put it differently. The task
force “vetted hundreds of leads for PPE that were passed along
to FEMA and HHS,” she said in a statement. Responding to
questions about McKinsey’s pro bono work for the task force,
Montesi added that “the volunteers played an important role,”
but career contracting officers followed legally required
processes before entering into any contracts.

McKinsey consultants struggled to understand the complicated
government procurement rules, according to the federal official.
The career procurement officers found themselves rejecting
what seemed like every other offer forwarded by the consultants



and other task force members, because they ran afoul of various
rules. “Even though a career employee can spot the problems
quickly, you still have to stop doing your regular procurement
work,” the official said. “That delays the whole process.”

In the weeks just after McKinsey signed its $12 million contract
with the VA, Richard Stone, who runs the agency’s health care
system, and his aides crowed about hiring the consultancy,
according to federal officials who spoke with them at the time.
Stone, a medical doctor who had worked as a consultant at Booz
Allen Hamilton, seemed to lack faith in his own staff. The VA, he
told one of the federal officials, was now “better prepared
because we have private-sector capability.”

His enthusiasm didn’t last long. Kramer had insisted that only
McKinsey could meet the VA’s needs immediately. Yet more than
three weeks after the consultants started, they still hadn’t
provided data and analysis on key parts of the VA health system.
One of McKinsey’s daily PowerPoint updates for VA officials,
dated from mid-April and obtained by ProPublica, shows that the
consultants had yet to analyze the pandemic’s effect on two
types of health care facilities most vulnerable to the coronavirus:
VA-run nursing homes and VA facilities in rural parts of the
country. The rural facilities alone serve 2.7 million veterans —
more than a quarter of the veterans enrolled in the VA — and
half of them are over 65 years old. These analyses, notes one of
McKinsey’s slides, would be added “in the coming days.”

Search the Government’s Coronavirus Contracts
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Coronavirus Contracts: Tracking Federal Purchases to Fight
the Pandemic

The federal government is spending billions of dollars to combat
the coronavirus, and spending shows no sign of slowing down.
Explore who the U.S. is buying from, what it’s buying and how
much it’s paying.

Also absent was data on medical supply capacity across the VA
health system. Slides assessing conditions in numerous regions
— including those facing some of the country’s worst outbreaks
at the time, like New York City, Detroit and New Orleans —
contained a placeholder for the missing data: “To be
incorporated over the next few days.” (Hilton Segel, the McKinsey
partner, seemed to blame the VA. “We conducted the analyses as
the data was available so the client could make decisions in real
time with the best available information,” she said in a written
statement.)

Meanwhile, VA nurses and other front-line care providers were
sounding the alarm about widespread shortfalls in personal
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protective equipment and other materials. With a complete void
in McKinsey’s slides where the relevant data should’ve been, VA
officials disputed that there was a supply shortfall, delaying the
agency’s response. It wasn’t until late April that Stone
acknowledged in an interview with The Washington Post that
medical supplies were at “austerity levels” at some VA hospitals.

Noel, the VA spokeswoman, defended the consultants’ work.
“McKinsey & Company is fully fulfilling the terms of its contract,
providing timely, critical intelligence about capacity and
utilization rates of non-VA health care facilities and other
analytical services during VA’s response to COVID-19. This is a
capability that VA does not have, and these services are vital.”

At congressional oversight hearings in recent weeks, questions
about the sufficiency of the VA’s medical supply stores have
persisted. Meanwhile, infections have been rising sharply in its
facilities. A month ago, there were about 1,685 VA patients and
employees with active COVID-19 cases. As of July 14, that
number had jumped to 5,887.

McKinsey’s success cultivating government clients during the
pandemic is, in many respects, the realization of a 70-year
mission. The 1950s were when the firm began pushing the view
that businessmen should supplant civil servants, particularly in
the management positions tasked with putting policy into
practice. The pitch was self-interested but well calibrated to
appeal during the Cold War: The “free enterprise society” of the
U.S. “dictates that industry should be given as extensive a role as
possible,” McKinsey wrote in a 1960 report to the fledgling
National Aeronautics and Space Administration.
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NASA soon relied almost exclusively on outside contractors. By
1961, almost $850 million of the agency’s $1 billion budget went
to aerospace contractors. NASA would become the template for
“the emerging ‘hollowed-out’ structure of the contractor state,”
the historian Christopher McKenna wrote in “The World’s Newest
Profession,” his 2006 book on the consulting industry.

Over decades, McKinsey’s approach became self-reinforcing. As
successive administrations chipped away at the civil service,
politicians who advocate small government got the
dysfunctional bureaucracy they had complained about all along,
which helped them justify dismantling it further.

The upshot of this process can be seen throughout McKinsey’s
coronavirus consulting. Stone, the VA health system head,
thought a consulting firm made the VA better prepared. The
Defense Health Agency provided “no staff support” for the head
of its COVID-19 task force, according to a contracting document,
prompting the agency to outsource that work to McKinsey. A
senior official in Miami-Dade County had a more jaundiced view.
She wrote in an email to a colleague that the firm’s consultants
were merely “doing the research I am too burned out at this
point to do” — adding that she was “quite flattered” that it took
an entire team of high-priced consultants to replace her.

McKinsey’s business model also generates a second round of
revenue from its government work: The firm effectively sells data
it obtains from one government project to other agencies.
McKinsey generally retains in its central databases anonymized
work product from its engagements, so future consulting teams
can get a head start on similar projects. Ordinarily, the federal
government might be expected to put together that type of
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clearinghouse and share it with state and city governments free
of charge. But in the absence of such a clearinghouse, McKinsey
has something state, city and federal government agencies
need, and access to government data has formed a core part of
McKinsey’s COVID-19 pitch.

McKinsey’s data was one of the factors cited by VA officials to
justify hiring the firm within 24 hours. As a contracting
document explained: The firm “already possessed an immense
amount of both global and community epidemiological data on
COVID-19” the VA didn’t otherwise have access to. McKinsey
customers pay not only in cash but by adding new data that the
firm will be able to sell to the next customer.

Hiring McKinsey is a famously expensive proposition, even when
compared with its leading competitors. A single junior
consultant — typically a recent college or business school
graduate — runs clients $67,500 per week, or $3.5 million
annually. For $160,000 per week, you get two consultants, the
second one mid-level.

To alleviate the sticker shock, McKinsey has lately offered a
coronavirus discount. In project proposals, the firm branded
these COVID-19 rates “philanthropic prices.” The reduced rates
ranged from $125,000 per week (for the two-consultant package)
to $178,000 (for five). In a separate column, a McKinsey pricing
sheet played up pandemic-only add-ons, whose language read
like action-figure packaging: “COVID team includes COVID
analytics and best practices.”

McKinsey’s Pandemic Pricing (p. 1)
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In her statement, Hilton Segal, the McKinsey partner, noted that,
when the pandemic began, the firm reduced its fees to the
public sector “as part of our commitment to help. We made our
intellectual property and capabilities available widely, including
by setting up a COVID Response Center that provides free public
access to insights from our research. Thousands of McKinsey
colleagues stepped up to help — through client work, pro bono
service, developing and publishing insights on the pandemic,
and more.”

The firm’s work for Miami-Dade County suggests some clients
get little in return, according to interviews, as well as emails and
project documents obtained by ProPublica through a public
records request. On a Friday in late April, Jennifer Moon received
an email from a senior McKinsey partner. Moon is the budget
director and a deputy mayor for Miami-Dade, and her boss, the
mayor, wanted to hire McKinsey to help finalize guidelines for
reopening the county’s economy, which he had shuttered over a
month earlier. It fell to Moon to hammer out the details.
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In his email, the McKinsey partner, Andre Dua, directed Moon’s
attention to a pricing sheet listing what he called “our special
Covid 19 pricing” and outlined the anticipated scope of the firm’s
work. The proposal consisted largely of consulting buzzwords:
variations on the word “analysis”; offers of “best practices,”
“perspectives” and “decision-support.”

Moon could read between the lines, and she discerned a familiar
set of tasks. “Here’s what the consultants will be doing,” she
wrote, forwarding one of Dua’s emails to the county lawyer
reviewing McKinsey’s contract. “Apparently, it takes 5 people with
staff support to do what I’ve been doing myself.” The $142,000
per week it would cost was more than the combined annual
salaries of the two staffers who had been helping Moon prepare
the reopening plan — very ably, she noted in an email.

The reopening plan’s publication was imminent, and Moon didn’t
expect the project to last longer than a month. But as contract
negotiations unfolded, Dua and Geoff Bradford, a McKinsey
contract manager, resisted the county’s attempts to limit the
contract’s duration to four weeks. They wanted to keep the
agreement as open-ended as possible to “provide flexibility.”
What they meant by that, they explained in a series of emails,
was the flexibility to expand the scope of the project and keep
McKinsey’s consultants around longer.

Dua and Bradford also resisted county officials’ efforts to be
transparent. McKinsey has a long-standing policy of refusing to
reveal the names of its clients and demanding that clients
likewise not reveal that they’ve retained McKinsey, unless they’re
legally obligated to. Amid the pandemic, the firm has taken
confidentiality a step further. McKinsey’s COVID-19 contracts still
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require that clients not disclose that they’ve hired the
consultancy. But many of them now allow McKinsey to
unilaterally “disclose that we have been retained by the Client
and a general description of the Services.” The firm has taken
advantage of that clause to market its government work online.

When the officials in Miami-Dade objected to the confidentiality
clause, Dua took a firm line: removing it “will be a show stopper
on our end.” Eventually Bradford allowed that the firm might
budge, but only a little. McKinsey would consider letting county
officials share its work product “with specific entities,” he wrote
in a markup of McKinsey’s draft contract. But only “if we’re able
to define those entities and can attach guardrails to such
disclosure.” McKinsey insisted, in other words, that it should
decide what the government could say — and to whom — about
the advice it had been given.

As the project progressed, Moon’s initial skepticism was borne
out. There were non-intuitive and innovative recommendations
among the “best practices” for reopening the county. But many
of them were obvious or had already been suggested by county
staffers: “install Plexiglass barriers between cashier and
customer,” for example. At times, it seemed as if the consultants
were picking best practices at random: a slide on reopening
construction sites recommended grouping workers into teams
that not only work and eat together but “live” and “travel”
together.

Myriam Marquez, communications director of the mayor of
Miami-Dade County, didn’t respond to a request for comment.
McKinsey’s statement noted that the firm’s “work with Miami-
Dade County was focused on sharing insights and observed
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practices from governments and businesses around the world,
as leaders navigated the uncertainty of reopening major sectors
of their economy.”

In mid-May, Miami-Dade County issued its reopening plan, “The
New Normal.” The document, which stretched to 175 pages, was
widely panned for its needless complexity, which sowed
confusion among the public. The plan structured reopening
around two overlapping schemes. Five different colored “flags”
represented different phases of reopening. Separately, five
“archetypes” — a McKinsey innovation, emails and project
documents show — grouped industry sectors and public spaces
by how much human interaction they required: “can be
performed remotely,” “lower proximity” and so on. Yet the five
flags and the five archetypes didn’t align; one flag might cover
two archetypes and vice versa. Imagine a stoplight where shapes
have been added to the usual three-color scheme — a yellow
square means something different from a yellow circle, which
means something different from a red circle — and you’ll start to
get a sense for the confusion the systems provoked. As the
Miami Herald put it, echoing the local reaction in Florida-
appropriate terms: “They’re just like the flags that lifeguards fly
on their stands at the beach. Except more confusing.”

Xavier Suarez, a longtime county commissioner and former
mayor of Miami, didn’t see what had been gained by pulling
more than half a million dollars out of the county’s pandemic-hit
budget to hire McKinsey. “It just strikes me as a colossal waste of
money,” he told me. The firm’s “archetypes” certainly hadn’t
added anything. “I remember reading about archetypes in
psychology when we covered Carl Jung,” Suarez said. “It sounds
like just the right kind of” — and here he paused for effect —
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“sesquipedalian word a consultant would come up with to try
and sound smarter than you.”

Carlos Giménez, the mayor of Miami-Dade County and a political
foe of Suarez, evidently came to agree. On June 19, his
administration quietly posted a revised version of it. Notably
scrubbed from the new “New Normal”: McKinsey’s archetypes. As
of mid-July, COVID-19 cases continued to rise in Miami-Dade.
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