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Sector snapshot

Communications industry CEOs are looking to product
and service innovation to drive their companies forward.
They’re somewhat or very concerned about their
company’s ability to keep up with the speed of
technological change. And they’re looking to strategic
alliances or joint ventures to propel growth.
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Sector snapshot

Communications industry CEOs
are looking to innovate.

Communications industry CEOs know
they need to innovate. Product/service
innovation was selected by 41% of
communications respondents when
asked what they see as the main
opportunity to grow their business (as
compared with 35% of respondents
from the global sample). And 49% of
Communications industry CEOs said
developing an innovation ecosystem
that supports growth is a priority over
the next three years.

Restructuring activities are top of
mind.

In the last twelve months, 62% of
Communications industry CEOs entered
into a strategic alliance or joint venture,
compared with 34% from the global
sample. More activity is on the horizon:
54% of Communications CEOs say they
plan to enter into a new strategic
alliance or joint venture in the coming
twelve months.
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Sector snapshot

The communications industry
never sits still.

When asked “what is your current
planning time horizon?” 56% of
communications industry CEOs
answered “three years”. The industry
is changing too quickly to predict what
will happen in just five years.

The economy is getting better
(but wait until 2017).

72% of Communications industry
CEOs are somewhat or very confident
about their company’s prospects for
revenue growth over the next twelve
months. However, when asked about
their confidence level about their
company’s prospects for growth over
the next three years, a stunning 90%
said they are somewhat or very
confident.

The industry is changing too quickly
to predict what will happen in just
five years.

Confidence in the
economy.
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Confidence in growth

“Whether the next 12 months will be
strong, I’m not sure, but when you
look out over that three-year period, I
think that there is a great opportunity
for the economy to continue to grow. “

David Thodey, CEO, Telstra
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Communications CEOs confidence levels have
rebounded
In fact, they’re higher than the global sample.

Q: How confident are you about your company’s prospects for revenue growth over the next 12 months?

Base: All respondents 2014 (Total sample, 1344, Communications, 39); 2013 (Total sample, 1330, Communications 34); 2012 (Total Sample, 1258; Communications, 42); 2011
(Total sample, 1,201; Communications, 51)

Source: PwC 16th Annual Global CEO Survey 2013
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But overall, Communications CEOs are less
confident than their peers

But while more Communications CEOs are very confident of growth, fewer are somewhat
confident.
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39

Communications

Global

Not very confident Not confident at all Somewhat confident Very confident

Q: How confident are you about your company’s prospects for revenue growth over the next 12 months?

Base: All respondents (Total sample, 1344; Communications, 39)

Source: PwC 17th Annual Global CEO Survey 2014
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Communications CEOs are more confident looking
further out

When looking out to 2017, Communications CEOs are more confident overall (a
combination of somewhat confident and very confident) about their prospects for revenue
growth over the next three years.
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Next 3 years

Next 12 months

Not very confident Not confident at all Somewhat confident Very confident

Q: How confident are you about your company prospects for revenue growth over the next 3 years?

Base: All respondents (Communications, 39)

Source: PwC 17th Annual Global CEO Survey 2014
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Communications CEOs are more likely to be hiring than
letting employees go

52%
say headcount
will increase
(50% overall)

31%
say headcount

will stay the
same

(29% overall)

18%
say headcount
will decrease
(20% overall)

The majority of
Communications executives
are likely to keep hiring –
52% said they do plan to
hire. However, 26% of those
CEOs said they expect to
increase their staff by less
then 5%, so there will no
great hiring surge. 31% of
CEOs said their headcount
will stay the same, and 18%
said it will decrease.
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Rising labour costs are the top concern for
Communications CEOs.

• 69% of Communications
CEOs worry about rising
labour costs in high-growth
markets. Across the sample,
just 58% are concerned.
Communications CEOs are
almost just as worried
(62%) about the availability
of key skills.

• Bribery and corruption are
also a big concern for CEOs.
62% say they are somewhat
or extremely concerned.
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Inability to protect intellectual property
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Lack of trust in business

High or volatile energy costs
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Availability of key skills

Bribery and corruption

Rising labour costs in high-growth markets

Not concerned at all Not very concerned Somewhat concerned Extremely concerned

Q: How concerned are you about the following potential business threats to your organization?

Base: All respondents (Total sample, 1344 , Communications, 39)

Source: PwC 17th Annual Global CEO Survey 2014
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35%

28%

14%

26%

Speed of
technological
change

Communications CEOs are concerned about data
security and technological change

Communications CEOs
are seriously
concerned about cyber
threats, including data
security breaches, and
the speed of
technological change.

Does your company
have the appropriate
security plan? What
are you doing to stay
ahead of the industry’s
fast pace of change?

33%

46%

14%

15%

Somewhat concerned Extremely concerned

Cyber threats
including lack
of data
security

Base: All respondents (Total sample, 1344; Communications, 39)

Source: PwC 17th Annual Global CEO Survey

Q: How concerned are you, if at all, about each of the following threats to your
growth prospects?

Communications

Overall sample

Overall sample

Communications
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United States dominance

“Global economic growth could be
jeopardized if the irrational
controversy among political parties in
the United States continues. The core
cause of the controversy is political
positioning to gain political power. The
American political parties don't
appreciate the level of instability they
create to world markets and economic
stability. This issue will affect the pace
of recovery in the United States.”

Juan Pablo Calvo, CEO,
NuevaTel
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Growth is happening, but not every country
is growing at the same pace

What CEOs are telling us

“I still believe that the global economy will grow
with the US and Europe experiencing slow rates of
growth. If the US political parties can get together,
their economy could grow a lot faster. Faster
growth also depends on how well China is able to
develop internally, generating its own
consumption, and similarly in the other BRIC
countries.”

Juan Pablo Calvo, CEO, NuevaTel

“The global economy is at a really interesting
point. You’ve got China theoretically coming off;
Europe has probably, I hope, hit the bottom, and
I’m actually a little bit positive about the US. ”

David Thodey, CEO, Telstra

What PwC is saying

Our research shows that across industries,
CEOs are coming out of survival mode, but
the search for growth is getting increasingly
complicated as the global economy
gradually rebalances itself.

In 2012, the advanced economies were
spluttering, while the emerging economies
sizzled. This year, the picture is more
nuanced. The advanced economies are
mending, while some emerging economies
are slowing down – and separating out in
the process.
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Looking beyond the BRICs, Indonesia & the UK
also make the top 4

When we asked Communications CEOs to
consider high-growth markets outside the
BRICS over the next three to five years,
the US and Indonesia headed the list. But
Mexico, Philippines, Singapore, Turkey
and the United Kingdom were also among
the top responses.

And a surprisingly large number of CEOs
(23%) responded that they “didn’t know”
where the growth would come from.

9

8

4

2

10

16

26

8

8

8

8

8

13

21

United Kingdom

Turkey

Singapore

Philippines

Mexico

Indonesia

US

Communications

Overall sample

Base: All respondents (Overall sample, 1344; Communications, 39)

Source: PwC 17th Annual Global CEO Survey 2014

Source: PwC 17th Annual Global CEO Survey 2014
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Q: Thinking specifically about high growth markets beyond
the BRICs, which three markets excluding Brazil, Russia,
India, China and South Africa do you consider most
important for your growth prospects over the next 3 to 5
years?
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How will Communications companies grow?

Product & service
innovation is what 41%
of Communications
CEOs say will help grow
their business,
compared to 35% of the
global survey
respondents.

Are your product and
service innovation plans
in place?

41%

35%

18%

30%

15%

14%

13%

11%

13%

9%

Product/service innovation

Increased share in existing markets

New geographic markets

Mergers & acquisitions

New joint ventures and/or strategic alliances
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Base: All respondents (Total sample, 1344; Communications, 39).

Note: “Don’t know” responses are not included.

Source: PwC 17th Annual Global CEO Survey 2014

Overall sample

Communications

Q: Which one out of the following list of potential opportunities for business
growth do you see as the main opportunity to grow your business in the next 12
months?
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Transforming business
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VimpelCom’s view on the Communications
industry

“Internal efficiency means not only reducing
staff in our call centres, for instance, but also
enhancing our business model through more
simple interfaces, more convenient use of our
services, so that our customers have as few
problems with their operator as possible, and by
that I mean that they would not have to come to
our offices or call for support too often. We want
them to be able to easily use what they want to
use. This is what economics is about. If we build
such a model, which we are now seeking to do,
this may be a significant driver of our internal
efficiency.”

“What is important here is to
build strong and well-
structured partnerships,
where people will generate the
right high-quality products,
which will be in high demand
and supported by our
infrastructure.”

Mikhail Slobodin, CEO,
VimpelCom Russia
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How are Communications companies
restructuring?

Fifty-six per cent of Communications CEOs
told us they will focus on cost reduction in
the coming 12 months, versus 64% of the
global survey respondents. So although
cutting costs is a focus, it’s not as big of a
focus for telcos as it is for other industries.

Communications CEOs also indicated that
they are looking to enter into a new strategic
alliance or joint venture. Only 44% of the
global survey respondents replied the same
way so Communications CEOs are ahead of
their peers in other industries.

31%

18%

10%

23%

15%

56%

54%

5%

Sell majority interest in a business

Insource

Outsource

Enter into a new JV or strategic alliance

End an existing JV or strategic alliance
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Implement a cost-reduction initiative

Complete a cross-border M&A

Complete domestic M&A
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CEOs identified transformative global trends
Headed up by technological advances

Nearly 90% of
Communications CEOs
identified technological
advances such as the digital
economy, social media,
mobile devices and big data
as key trends transforming
their business. More than half
also pointed to demographic
fluctuations, in line with the
global sample. More
Communications CEOs are
concerned about urbanisation
than those in the global
sample (56% vs. 40%).
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87%
Technological

advances

56%
Urbanisation

56%
Demographic

shifts

Q: Which of the following global trends do you believe will transform your business
the most over the next five years?
(Top three trends Communications CEOs named.)

Base: All respondents (Total sample, 1344; Communications, 39).
Source: PwC 17th Annual Global CEO Survey



PwC

Telstra’s view on the Communications industry

“Cloud computing gets defined in many different
ways, but the reality is that it is making
computing power available on demand. That’s
what it is. It is from shared infrastructure. That’s
been the holy grail of computing for those in the
IT industry for many years because all of us have
to buy this computing power we don’t need and
when it’s on demand, it allows you to do things
differently. It smooths out those peak loads that
you used to have. So, cloud is absolutely
transformational and, of course, it’s the way we
use software and different business models that
come from that.”

“The telecommunications
industry is an exciting
industry. I’ve never known a
period of greater demand for
our services. The amount of
information we carry on our
networks now is doubling
nearly every year and I can’t
think of another industry with
that sort of growth rate.”

David Thodey, CEO,
Telstra
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M&A, joint ventures or strategic alliances offer
opportunity for change

Communications CEOs
said that they are looking
at M&A, joint ventures or
strategic alliances as a
way to change their
business. Thirty-three
per cent already have
plans in place while 18%
are currently developing
their strategy, and 21%
have just begun the
process.

13%

21%

24% 20%

33% 21%

17%

3%

5%

5%

Recognise need to change

Developing strategy to change

Concrete plans to implement change programmes

Change programme underway or completed

No need to change

Don't know

18%

21%
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Base: All respondents (Total sample, 1344; Communications, 39)

Source: PwC 17th Annual Global CEO Survey 2014

Communications

Overall
sample

Q: In order to capitalise on the two-three global trends which you believe will most
transform your business over the five years, to what extent are you currently
making changes, if any, in the following areas? (M&A, joint ventures or strategic
alliances)
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NTT’s view on the Communications industry

“Speaking of trust in the ICT industry,
technology and quality are important but I
believe that security is the most basic of all
basics. In our legacy businesses, security was the
basis of trust; nothing has changed about this
since the age of telephone. ...
Today, however, security can no longer be
ensured by a single company alone. For example,
we will not be able to ensure security without
collaborating with other companies in the same
industry. So, once again, it all comes down to
collaboration.”

“Gone are the days when we
unilaterally told our
customers to use a new service
we provided; instead, we are
now in the age of collaborating
with our customers and service
providers.”

Hiroo Unoura, CEO,
NTT
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We only have one Earth.

Communications CEOs who say it’s
important for their company to
measure and try to reduce their
environmental footprint.
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Communications executives believe the ideal
planning horizon is 3 years
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Q11b Ideally where would you like your planning time horizon to be? Is it 1,3,5, or
more?

Base: All respondents (Total sample, 1344; Communications, 39)

Source: PwC 17th Annual Global CEO Survey 2014

“I have worked in various
industries and it is a normal
exercise to plan your budget, say,
for the next 15 years. Honestly,
though, in telecoms it is difficult
to make such plans even for a
two-year horizon. Everything
changes very fast, and three years
for telecoms is already a long-
term horizon.”

-- Mikhail Slobodin, CEO,
VimpelCom Russia
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49%
31%

15%

2%

1 year 3 years 5 years More than 5 years other
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About PwC’s 17th Annual Global CEO Survey

In ‘Fit for the future: Capitalising on
global trends’, we also explore three
forces that business leaders think will
transform their business in the next
five years: technological advances,
demographic changes and global
economic shifts. We show how these
trends, and more importantly the
interplay between them, are creating
many new – but challenging -
opportunities for growth through:
creating value in totally new ways;
developing tomorrow’s workforce;
and serving the new consumers.

We also show how, in responding to
these trends, CEOs have the
opportunity to help solve important
social problems.

In short, the demands being placed on
business leaders to adapt to the
changing environment are increasing
exponentially; CEOs are having to
become hybrid leaders who can
successfully run the business of today
while creating the business of
tomorrow.

This sector key findings report takes a
closer look at responses from
Communications CEOs. It is based on
39 interviews, conducted in 25
countries around the world. We also
cite more in-depth conversations with
four sector CEOs.

Communications
respondents

39
In countries across the
world 25

We surveyed 1,344 business leaders
across 68 countries around the world,
in the last quarter of 2013, and
conducted further in-depth interviews
with 34 CEOs.

Our overall survey sees a leap in CEOs’
confidence in the global economy –
but caution as to whether this will
translate into better prospects for
their own companies. The search for
growth is getting more and more
complicated as opportunities in both
developed and emerging economies
becomes more nuanced, leading CEOs
to revise the portfolio of overseas
markets they will focus on.
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