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What is prompt
engineering?

Prompt engineering is the practice of designing inputs
for Al tools that will produce optimal outputs.
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Let’s say you're making spaghetti marinara for
dinner. Sauce from a jar is perfectly fine. But what if
you buy your tomatoes and basil from the farmers
market to make your own sauce? Chances are it will
taste alot better. And what if you grow your own
ingredients in your garden and make your own fresh
pasta? A whole new level of savory deliciousness.

Just as better ingredients can make for a better
dinner, better inputs into a generative Al (gen Al)
model can make for better results. These inputs are
called prompts, and the practice of writing them is
called prompt engineering. Skilled prompt engineers
design inputs that interact optimally with other inputs
inagen Al tool. These inputs help elicit better
answers from the Al model, meaning the model can
perform its tasks better, such as writing marketing
emails, generating code, analyzing and synthesizing
text, engaging with customers via chatbots, creating
digital art, composing music, or any of the other
hundreds, if not thousands, of current applications.

Gen Al has animportant role to play in the future of
business and society. But where does prompt
engineering fitin? And how do you write a good
prompt? Read on to find out.

Learn more about McKinsey'’s Digital Practice.

What is generative AI?

First things first: arefresher on gen Al. Gen Al models
are applications typically built using foundation
models. These models contain expansive artificial
neural networks, inspired by the billions of neurons
connected in the human brain. Foundation models
are part of what’s called deep learning, which refers
to the many deep layers within neural networks.
Deep learning has powered many recent advances
in Al—things you’re probably already using, like
Alexa or Siri—but foundation models represent a
significant evolution within deep learning. Unlike
previous deep-learning models, foundation models
can process massive and varied sets of unstructured
data. Al that is trained on these models can perform
tasks such as answering questions and classifying,
editing, summarizing, and drafting new content.

Here is an example of the value of specificity in
prompt engineering. We asked Lilli, McKinsey’s
proprietary gen Al tool, to help summarize a report.
We gave the tool two prompts, with specific
requests for different kinds of information. Take a
look at the different outputs Lilli provided.

SPECIFIC PROMPTS HELP MODELS UNDERSTAND WHAT YOU WANT

“Summarize the 2023 McKinsey Women in the Workplace report and make three
specific recommendations for improvement.”

“The report provides recommendations for companies to address bias and improve opportunities for women,
particularly women of color, in the workplace. It emphasizes the importance of promoting women to entry-
level management positions, implementing training and tools to address bias in decision-making, and setting
tangible goals to hold companies accountable for progress. The text also suggests tracking metrics such
as hiring, promotions, attrition, and employee sentiments to identify and address any gender disparities.
Additionally, the text highlights the need to increase awareness and training on unconscious bias, establish
robust tracking and metrics for career development programs, and regularly review and update evaluation
processes to prevent bias. Lastly, it suggests that managers should mentor and guide all team members
equally, prioritize building trusting relationships with all team members, and focus on results rather than where

and when work gets done.
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Recommendations for improvement:

1. Implement a hybrid work model: The text suggests that a hybrid work model can benefit women by
providing more flexibility and reducing the need for long commutes. This can help to attract and retain
female employees, particularly those with caregiving responsibilities. Companies can also use this
model to create more inclusive policies that support work-life balance for all employees

2. Track and address gender disparities in hiring and promotions: The text recommends tracking metrics
such as hiring, promotions, and attrition to identify any gender disparities. Companies can use this data
to address any biases in their hiring and promotion processes and ensure that women have equal
opportunities for career advancement

3. Regularly survey employees for feedback on job satisfaction and inclusion: The text suggests that
companies should regularly survey employees to gather feedback on job satisfaction and inclusion. This
can help toidentify any issues or concerns that employees may have and provide insights into how to
improve the workplace culture. Companies can use this feedback to make changes that promote
diversity, equity, and inclusion in the workplace”

“Why does a flexible workplace support diversity? Cite 4 statistics from
McKinsey’s 2023 Women in the Workplace report.”

“Based on the report ‘Women in the Workplace 2023, a flexible workplace supports diversity for several
reasons, as supported by the following statistics:

1. Increased job satisfaction and retention: 68% of employees believe that a flexible workplace
supports diversity, which can lead to increased job satisfaction and retention among employees of
all backgrounds

2. Highly valued by employees: 83% of employees highly value opportunities to work flexibly, indicating
that a flexible workplace is an important factor in attracting and retaining a diverse workforce

3. Reduced need toleave or reduce work hours: 38% of employees say that they would have had to
otherwise leave their company or reduce their work hours without flexibility, highlighting the importance
of flexibility in retaining diverse talent

4. Fosters diversity, equity, and inclusion: 78% of top-performing companies believe that a flexible
workplace fosters diversity, equity, and inclusion, indicating that a flexible workplace is not only
important for individual employees but also for the overall success of the organization

These statistics suggest that a flexible workplace supports diversity by increasing job satisfaction and
retention, attracting and retaining diverse talent, reducing the need for employees to leave or reduce work
hours, and fostering diversity, equity, and inclusion within the organization. By embracing flexibility and
creating a workplace that values and supports employees of all backgrounds, organizations can build a
more diverse and successful workplace.”
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How are organizations deploying
gen AI?

Developing a gen Al model from scratch is so
resource intensive that it’s out of the question for
most companies. Organizations looking to
incorporate gen Al tools into their business models
can either use off-the-shelf gen Al models or
customize an existing model by training it with their
own data.

Other organizations, including McKinsey, have
launched their own gen Al tools. Morgan Stanley
has launched a gen Al tool to help its financial
advisers better apply insights from the company’s
100,000-plus research reports. The government of
Iceland has partnered with OpenAl to work on
preserving the Icelandic language. And enterprise
software company Salesforce has integrated gen Al
technology into its popular customer relationship
management (CRM) platform. McKinsey’s Lilli
provides streamlined, impartial search and synthesis
of vast stores of knowledge to bring the best
insights, capabilities, and technology solutions
toclients.

How can you develop prompt
engineering skills?

Getting good outputsisn’t rocket science, but it can
take patience and iteration. Just like when you're
asking a human for something, providing specific,
clear instructions with examples is more likely to
resultin good outputs than vague ones.

How will gen Al affect the workforce?

McKinsey’s latest research suggests that gen Al
is poised to boost performance across sales
and marketing, customer operations, software
development, and more. In the process, gen Al
could add up to $4.4 trillion annually to the
global economy, across sectors from banking to
life sciences.

The breakthroughs powered by gen Al will also
change the workforce. One of gen Al's strengths is

that it can help nearly everyone with their jobs.

This is also one of the technology’s greatest
challenges. McKinsey estimates that gen Al and
other technologies have the potential to automate
work activities that absorb up to 70 percent of
employees’ time today. This is largely due to gen Al’'s
ability to predict the patterns found in natural
language. This, in turn, means that gen Al stands to
have more impact on knowledge work associated
with occupations that have higher wages and more
educational requirements. And this change will
likely happen fast: McKinsey estimates that half of
today’s work activities could be automated between
2030 and 2060. That's roughly a decade earlier
than our previous estimates.

These developments will mean big changes in the
labor market. Gen Al could enable labor productivity
growth of up to 0.6 percent annually through 2040—
but that all depends on how fast organizations are
able to adopt the technology and effectively redeploy
workers’ time. Employees with skills that stand

to be automated will need supportinlearning

new skills, and some will need support with

changing occupations.

Learn more about McKinsey'’s Digital Practice.

Are organizations already hiring
prompt engineers?

Organizations are already beginning to make
changes to their hiring practices that reflect their
gen Al ambitions, according to McKinsey'’s latest
survey on Al. That includes hiring prompt engineers.

The survey indicates two major shifts. First,
organizations using Al are hiring for roles in prompt
engineering: 7 percent of respondents whose
organizations have adopted Al are hiring in this
category. Second, organizations using Al are hiring
much fewer engineers for Al-related software

than in 2022: 28 percent of organizations reported
hiring for these roles in 2023, down from 39 percent
in2022.
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If organizations are hiring prompt
engineers, does that mean existing
employees will be pushed out?

Prompt engineering is likely to become a larger
hiring category in the next few years, but organi-
zations also expect to reskill their existing
employeesin Al. Nearly four in ten respondents
reporting Al adoption expect more than a fifth of
their companies’ workforces to be reskilled,
whereas only 8 percent say the size of their work-
forces will decrease by more than a fifth.

Learn more about QuantumBlack, Al by McKinsey.

How might prompt engineering help
organizations—say, banks—serve
clients more efficiently?

As just one example of the potential power of

prompt engineering, let’s look at the banking industry.

Banks have plenty of value to gain from gen Al.
McKinsey estimates that gen Al tools could create
value from increased productivity of up to 4.7 percent
of the industry’s annual revenues. That translates

to nearly $340 billion more per year. Prompt
engineering has arole to play in helping banks
capture this value. Here’s how.

Let’s say a large corporate bank wants to build its
own applications using gen Al to improve the
productivity of relationship managers (RMs). RMs
spend a lot of time reviewing large documents, such
as annual reports and transcripts of earnings calls,
to stay up to date on aclient’s priorities. The bank
decides to build a solution that accesses a gen Al
foundation model through an API (or application
programming interface, which is code that helps two
pieces of software talk to each other). The tool
scans documents and can quickly provide synthe-
sized answers to questions asked by RMs. To

make sure RMs receive the most accurate answer

possible, the bank trains them in prompt engineering.

Of course, the bank also should establish verification
processes for the model’s outputs, as some models
have been known to hallucinate, or put out false
information passed off as true.

Thisisn't just a hypothetical example. In September
2023, Morgan Stanley launched an Al assistant
using GPT-4, with the aim of helping tens of
thousands of wealth managers find and synthesize
massive amounts of data from the company’s
internal knowledge base. The model combines
search and content creation so wealth managers
can find and tailor information for any client

atany moment.

A European bank developed a gen-Al-based
environmental, social, and governance virtual expert.
The model answers complex questions based on
prompts, identifies the source of each answer, and
extracts information from pictures and tables.

In these examples, hypothetical and otherwise, the
better the prompt, the better the output.

Learn more about McKinsey’s Digital Practice and
QuantumBlack, Al by McKinsey. And check out gen-
Al-related job opportunities if you're interested in
working at McKinsey.

Articles referenced:

“Been there, doing that: How corporate and
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