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Summary

Although the issue of uncertain growth 
and fiscal deficits does not apply equally 
to all countries, particularly in strongly 
growing economies such as China, India 
and Brazil, we were surprised by the 
degree of consensus internationally on 
the threat to business arising from the 
impact of fiscal deficits. 

Nearly two thirds (61%) of CEOs 
surveyed were somewhat or extremely 
concerned about fiscal deficits, including 
CEOs in countries where governments 
are not undertaking major austerity 
measures in their domestic economies, 
the Middle East being the main 
exception. More positively, business 
will actively support new government 
policies which will promote growth 
that is economically, socially and 
environmentally sustainable – 72% 
agree or agree strongly with this.

How should governments respond? 
In our view, governments must rethink 
the role of the state in the 21st 
century, develop policies to achieve 
‘good growth’ and tackle their deficits 
by doing things very differently, as well 
as doing fewer (and different) things. 
Governments subject to less immediate 
budgetary pressure will also benefit 
from taking a fresh look at future-
proofing their activities in order to 
reduce the risk of facing these types 
of problems in years to come.

Business has clear views on the role and 
priorities for government. Governments 
have a key enabling role particularly in 
terms of developing infrastructure and 
ensuring stable capital markets and 
access to affordable capital. Business 
also recognises the role of government in 
reducing poverty and inequality arising 
from an unequal distribution of the 
proceeds of growth. But business is still 
frustrated by some of the consequences 
of this in terms of the burden of tax and 
regulation, although this is not as high 
up the order of priorities for CEOs’ own 
strategic action.

There is, however, a shared agenda 
where business sees a need for 
collaboration and joint responsibility 
with government on developing a 
skilled workforce, protecting 
intellectual property and dealing with 
the consequences of climate change. 
For instance, sustainable reduction of 
global poverty and combating climate 
change are amongst the most important 
challenges for governments. A dynamic, 
competitive and sustainable business 
sector working closely with governments 
is a prerequisite for successfully meeting 
these global challenges. Through its 
innovation and dynamism, business 
can play a key role in developing and 
implementing the new operating 
models and technologies necessary for 
the challenges which lie ahead.

The key risk facing business – uncertain, 
volatile economic growth – is now integrally 
linked with the challenge to governments, 
mainly in the ‘West’, of stabilising their 
economies by dealing with fiscal deficits and 
scaling back government debt whilst avoiding 
punitive increases in tax.



Critically, business needs governments 
to tackle fiscal deficits and future-proof 
their activities. As a consequence, 
governments must transform their 
activities and organisations and reshape 
their cost bases. As public sector 
recessions loom in many countries, 
governmental organisations must learn 
from the private sector’s response to 
recession: cost-cutting and risk 
management are necessary but not 
sufficient. There is an equal need to 
maintain investments in innovation and 
talent management whilst being ready 
to enter collaborative vehicles which can 
deliver public services at lower cost such 
as joint ventures, alliances and public-
private partnerships.

Of course doing things differently is  
not easy. It requires developing new 
service delivery models, innovative 
approaches to workforce reform, 
standardising, streamlining and sharing 
support services and seeking alternative 
ways to finance services including 
charging for activities previously 
delivered for free. It also requires a 
smarter approach to regulation and 
investment in real partnerships. 

But all of this is necessary if 
governments are to emerge in better 
shape from the onset of public sector 
recession in many countries, and for  
all governments to be better placed to 
deal with the future stresses in a more 
integrated global economy.

Indeed, business is positive about the 
potential for collaboration, with 54% 
of the CEOs surveyed believing that 
government and business partnership 
will be more effective at mitigating 
global risks like climate change and 
financial crisis. This is a great starting 
point, but when it comes to words 
turning into action on key issues such 
as harmonisation of tax and regulation 
internationally business is less 
convinced of real progress being made 
by governments – less than half (40%) 
expect new regulations to be largely 
harmonised because of cooperation 
among governments or that tax policies 
and rates will increasingly converge 
among nations. 

Collaboration needs persistent 
engagement – perspiration as much 
as inspiration. A long term view, 
investment in relationships and 
effective governance arrangements all 
need to be in place to realise desired 
outcomes. Otherwise businesses and 
governments risk retrenching to distrust 
and parochialism and investing sub-
optimally in the assets they both seek to  
build – human, physical, social and other 
types of capital – which are necessary to 
promote growth which is economically, 
socially and environmentally sustainable 
(‘good growth’).

Governments have a key enabling 
role particularly in terms of 
developing infrastructure and 
ensuring stable capital markets 
and access to affordable capital.
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