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Introduction
Governments and public sector 
organisations face a future where delivering 
services that are affordable, in the context 
of deficit-reducing budget cuts, is their new 
normal. So the challenge for public bodies  
is to become fit for the future, with a focus 
on redesigning public services and 
transforming their delivery, making the best 
use possible of digital advances.

Our experience in the private sector suggests 
that CEOs and their leadership teams find it 
hard to adopt new business models without  
a strategic context established for the change, 
which usually comes in the form of a significant 
opportunity for growth or a massive competitive 
threat. However, with that strategic context, 
strong leaders can adopt and manage the 
change within the organisation e.g. Rolls-Royce 
shifting to a Power by the Hour business model 
(bundled products and services).

Getting fit for the 
future through (digital) 
transformation

Of course, many public sector organisations 
already have this context – the need to cut costs 
in the context of fiscal deficits! 

How are businesses becoming fit  
to face their futures?
Technology, particularly digital, is the next  
big enabler. When we asked CEOs what they 
thought would transform business and society 
in the coming five years, 81% identified 
technological advances such as the digital 
economy, social media, mobile devices and  
big data (and 86% of state backed CEOs too). 
Although still a majority, the response for 
technological advances was a lower proportion 
of the CEOs surveyed in Africa (67%), just 
ahead of urbanisation (at 64%). Over half of all 
CEOs surveyed also pointed to demographic 
fluctuations (60%) and global shifts in economic 
power (59%) as being transformational  
(see opposite). 
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So how are private sector CEOs responding  
and making their organisations fit for the 
future? In summary, they are:

• Harnessing technology to create value in 
totally new ways. Technology, particularly 
the digital economy, mobile and big data, is 
enabling entirely new ways of creating 
value, and changing how companies define 
themselves and what business they’re in. 
The focus is shifting from products and 
services to outcomes (a shift also being seen 
in the public sector). Opportunities are 
being created for service development, 
operating models and collaborative ways of 
working with external parties. For instance, 
joint ventures and alliances of capabilities, 
sometimes involving parties from very 
different industries, is moving business from 
‘2D partnerships to 3D networks’ and new 
ways of reaching and servicing customers.  
It should be noted, however, that it is not all 
about opportunity – technological advances 
also throw up new challenges including 
cybercrime and the issue of accessing 
enough of the right digital skills to make the 
most of new technology. 

• Capitalising on demographic shifts to 
develop tomorrow’s workforce. The 
composition of the global workforce is 
changing, making workforce demography 
one of the biggest talent challenges CEOs 
face, in particular finding and keeping the 
skilled workforce of the future. As we’ve 

already highlighted, 63% of the CEOs  
we surveyed were concerned about the 
availability of new skills and 93% said  
they need to change their talent strategies  
or are already doing so. 

• Serving consumers in a new economic 
landscape. CEOs are understandably 
worried about evolving consumer patterns 
and striving to improve customer-centricity. 
CEOs face three key challenges. They have 
to chase a moving target, as consumers 
evolve in different ways in different 
markets. They have to address the needs of 
more diverse – and demanding – customer 
segments. And they have to fight off 
increasingly intense competition. As a 
result, 91% of the CEOs surveyed either 
recognise the need to change, or are 
changing, their customer growth and 
retention strategies. 

• Building broader considerations into 
business decisions, leading to better 
outcomes and improved trust. CEOs know 
that trust matters: even though they think 
they’ve made progress on improving trust 
levels in the last five years, 49% of the CEOs 
we surveyed are worried about lack of trust 
in business (up from 37% in 20121). And 
CEOs also recognise that customers care 
more and more about the wider impact of 
business decisions.

Technological 
advances

Shift in global 
economic power

Demographic 
shifts

CEOs identified three transformative global trends

Base: All respondents (1,344) 
Source: PwC 17th Annual Global CEO Survey

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

1 In our 2012 Survey we asked about ‘lack of trust in industry’.
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Looking to the long term – the view of the state backed CEO 
In this year’s Survey, 15% of CEOs were in an 
organisation with some form of government ownership 
or backing, the same as for last year.

Our findings this year suggest that state backed CEOs are 
relatively less confident in their prospects for revenue 
growth in both the shorter and longer term: 33% of state 
backed CEOs are very confident in prospects over the 
next 12 months and 38% over the next three years. 

Their perception of the key threats is, however, very 
similar this year to non-state backed CEOs. Over-
regulation comes out top, although there are relatively 
fewer state backed CEOs concerned about fiscal deficits/
debts: two thirds (65%) of state backed CEOs are 
‘somewhat’ or ‘very’ concerned about this, compared  
to 72% of non-state backed CEOs. The other key threats 
are similar although there are lower proportions of state 
backed CEOs concerned about the slowdown of growth in 
emerging markets, continued slow or negative growth in 
advanced economies or an increasing tax burden. In 
contrast, stated backed CEOs are relatively more 
concerned about inadequate infrastructure (51% compared 
to 46% of non-state backed CEOs) and a lack of trust in 
business (51% compared to 48%).

Growth for more of our state backed CEOs surveyed is 
expected to come from product/service innovation and 
new joint ventures and strategic alliances. However, the 
target countries for growth are much the same as for 
their non-state backed counterparts.

Cost reduction initiatives are the most prevalent 
restructuring activity – in line with companies with no 
state backing. But there is less focus looking ahead to the 
next 12 months on M&A and more on outsourcing and 
also insourcing – clearly it’s not all one way traffic for 
operations in state backed entities. And relatively more 
CEOs in state backed organisations are expecting to 
reduce headcount, with over a quarter (27%) expecting 
to cut staffing by up to 8%, compared to 16% of the 
non-state backed CEOs surveyed.

Even more so than their counterparts with no state 
involvement, state backed CEOs see technological 

advances as having the potential to transform their 
businesses over the next five years (86% compared to 
81%) and well ahead of the next trend – demographic 
shifts (55% of state backed CEOs, compared to 61% of 
non-state backed CEOs). 

In response, relatively more state backed CEOs seem to 
recognise the need to change, or are changing, their 
organisation structure/design, corporate governance, 
R&D/innovation capacity, investments in technology and 
production capacity. This may perhaps be reflected by 
their longer planning horizons, with about a third (31%) 
of state backed CEOs having a planning horizon of more 
than five years, compared to only about a fifth (22%) of 
their non-state backed counterparts. 

Only in customer growth and retention strategies  
are relatively fewer state backed CEOs acting, despite  
a relatively smaller number of these CEOs thinking that 
their organisations are well-prepared to capitalise on  
the transformative global trends with respect to their 
sales functions. 

State backed CEOs also have more optimism on trust. 
Relatively more state backed CEOs, on balance, believe 
trust has improved with the media, NGOs, local 
communities and – unlike CEOs without state involvement 
– with government and regulators too. Perhaps this also 
reflects the relatively higher proportions of state backed 
CEOs who see the need to satisfy societal needs and 
protect future generations – 81%, compared to 75% of 
the non-state backed CEOs surveyed. Relatively more 
state backed CEOs also see it as important to measure 
and try to reduce their environmental footprint and 
measure/report on total (non-financial) impacts as this  
is seen to contribute to long term success. 

State backed CEOs see similar priorities for government 
as non-state backed CEOs, but across the board more  
of the former see governments as being effective in 
delivering these priorities than those without state 
backing. One half or more of state backed CEOs 
commend government for its effectiveness in ensuring 
financial sector stability/access to affordable finance 
(59%) and improving infrastructure (50%).
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The focus on technology is similar for the state 
backed CEOs in our Survey who are typically 
taking a longer term view of their businesses 
and also a wider view of their impacts (see box, 
Looking to the long term – the view of the 
state backed CEO). Emilio Lozoya, CEO, 
Petroleos Mexicanos (Pemex), Mexico 
comments: “The fact that we have one single 
shareholder – and that it is the state – gives us  
a very long-term planning horizon. At the same 
time, we have lacked the flexibility of other 
private enterprises.” 

The Civil Service, if we  
get things right, will  
be smaller, but more 
unified, much more open 
in the way it works and 
much more rounded in 
the range of skills it has. 
We need to be flatter and 
much more agile. 

Sir Bob Kerslake, Head  
of the Civil Service and 
Permanent Secretary, 
Department for 
Communities & Local 
Government in the UK

How public bodies are getting  
fit for their futures
So if the focus of business CEOs is on outcomes, 
customer-centricity and coping with issues such 
as talent shortages and new technology, how 
does this compare with the public sector? 

Well, in many ways the agenda for government 
and public sector organisations is very similar. 
To be fit for the future tomorrow’s leading 
public bodies will need to act and behave quite 
differently (see box, Tomorrow’s Leading 
Public Body). 

As Norman Dong, Deputy Controller, Office of 
Management and Budget, Executive Office of 
the US President notes: “Fiscal pressures will 
continue to drive the need for innovation in 
government. And it will be important for 
government to leverage the knowledge and 
expertise of the private sector to help address 
new challenges.”
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Tomorrow’s Leading Public Body2

The public body of the future will need to act 
and behave like a living organism, adapting 
to change and evolving to address society’s 
needs as they develop (Figure 1). The starting 
point is clarity over vision and mission, 
which enables the organisation to answer 
the first key question: where do we need to 
go? This begins with its purpose, as defined 
by politicians, which guides the vision and 
sets the direction. But this also needs to 
encompass internal and external stakeholder 
points of view, as well as reflecting changes 
in the environment through scanning the 
horizon and absorbing new intelligence. 

To deliver its vision and mission, however, 
requires the organisation to find the ideal 
size, shape and operating model. The 
leadership of any public body will need to 
chart its course by viewing itself through 
different ‘lenses’ which guide its behaviour: 

• Citizen-centricity. Always keeping the 
citizen at the very centre, ensuring that 
the public sector organisation remains 
relevant to meet citizen needs effectively, 
affordably and on a timely basis. 

• Internal-external balance. Ensuring 
the right balance between managing 
internal organisational efficiency and 
effectiveness and external growth and  
so enable the delivery of durable, 
sustainable growth – or what we call 
good growth. 

• Sustainable outcomes. Strategically 
building the assets for society by managing 
the ‘capitals’ needed for long term 
prosperity: social, environmental, 
cultural, intellectual, infrastructural, 
Information and Communication 
Technology (ICT) and political 
participation capitals.

2 ‘Future of Government: Tomorrow’s Leading Public Body’, PwC, 2013. www.pwc.com/gx/en/psrc/publications/future-of-government.jhtml

Figure 1 Tomorrow’s Leading Public Body

Source: PwC ‘Future of Government’
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In the rest of this section, we focus on the 
implications of the most important trend 
identified by private sector CEOs – 
technological advances – for digital 
transformation in public services. 

In turn, we have identified four interdependent 
and reinforcing key characteristics that the 
future leading public sector body should 
develop. These will affect how leaders and 
their staff behave in order to deliver the 
outcomes and impacts required of them.  
The public body of the future should be: 

• Agile. Able to anticipate situations, adapt 
and react optimally to unforeseen events, 
in a speedy and cost effective manner, 
providing needed responses in the short 
term without compromising long term 
options. Agility in turn reinforces 
organisational resilience.

• Innovative. Both operationally as an 
organisation (processes, partnerships 
and financing) as well as strategically. 
Innovative public sector organisations 
have the ability and capacity to incubate 
ideas and delivery models and accelerate 
their impact (scaling up via rapid 
prototyping).

• Connected. The organisation should 
collaborate across sectors, borders and 
organisations, with co-ventures, co-
creation and co-design being key features 
in its service delivery toolbox across a 
variety of platforms, both physical and 
virtual. 

• Transparent. This is especially 
important in today’s era of eroding trust 
and legitimacy. Transparency helps 
rebuild trust and keeps all parties 
accountable for actions and outcomes. 

Finally, organisations need to be equipped 
with the internal management capabilities to 
channel resources effectively and efficiently 
towards accomplishing the vision. This goes 
beyond an inspirational leadership and clear 
implementation planning. Managing 
finances effectively is an essential enabler, 
together with managing and prioritising the 
organisation’s projects, performance, risks, 
partnerships, assets and human capital.

The result should be the successful execution 
of the organisation’s strategy, aligned to its 
vision and mission, and delivering the 
outcomes and impacts citizens need.
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And Rajesh Aggarwal (I.A.S.), Secretary, 
Department of Information Technology, 
Government of Maharashtra comments: 
“Governance is continuously evolving as we 
speak and is becoming more and more centric 
towards citizens. Technology has been playing 
a key role in this evolution through solutions 
which have brought Governance closer to 
citizens and vice versa. The newer generation  
is more computer-savvy and expects the similar 
quality of services and delivery from the 
Government as has been provided by some  
of the top private sector organisations.”

For the private sector, technological advances 
will produce numerous opportunities to create 
value in entirely different ways. The data 
consumers generate, coupled with predictive 
analytical tools, will provide a much clearer 
picture of what they want. 

For society this presents new opportunities too. 
Armed with new technologies and a deeper 
understanding of consumer needs, the private 
sector now has more power than ever to create 
innovative outcomes that address complex 
social needs and solving pressing social 
problems profitably, as shown by Dow Chemical 
(see box, Good business)4.

Embracing digital 
As we set out in our report on the ‘Future of 
government’3, the rate of change driven by 
technology will continue to impact on public 
services in a variety of ways. From robotic 
nurses, tele-medicine and smart diagnostic 
systems delivered via mobile phones to 
3D-printing of low cost housing, technology  
has the power to change the face of public 
service delivery.

Probably of most significance is the social 
media explosion, shifting power from big 
organisations to networked individuals. Public 
bodies need to understand how to engage and 
deal with this new technology in a number  
of ways. 

Meeting needs, delivering outcomes
The digital revolution has created a new 
generation of consumers who want ever more 
accessible, portable, flexible and customised 
products, services and experiences. They 
expect to move seamlessly – in real time – 
between the physical and virtual worlds. And 
they are prepared to disclose quite a lot about 
themselves to achieve their desires.

Two of our interviewees from India make this 
point. J. Satyanarayana, Secretary, Department 
of Electronics and Information Technology 
(DeitY), Ministry of Communication & 
Information Technology, Government of India 
notes: “With the citizens becoming more 
empowered through legislative interventions 
like Right to Information, Right to Services etc. 
they expect a greater accountability, efficiency 
and transparency in the delivery of public 
services. This will require that all the 
Government agencies redefine their service 
portfolio and build measures for enhancing  
the quantity and quality of services provided to 
the citizens through more convenient delivery 
channels, most notably, through mobile devices.”

Good business
Dow Chemical has developed a seed line for 
making cooking oils that produce high yields 
and oils with a longer shelf life and less 
saturated fat than competing products. What’s 
good for farmers, food manufacturers and 
consumers has been good for Dow; the seed 
line has become a best seller. Similarly, Becton 
Dickson has developed a syringe to protect 
health workers from needlestick injuries, 
which spread HIV and other infections. 
Needleless injection systems now account  
for a quarter of the company’s revenues.

3 ‘Future of government: Tomorrow’s leading public body’, PwC, 2013. www.pwc.com/gx/en/psrc/publications/future-of-government.jhtml
4 Marc Pfitzer, Valerie Bockstette and Mike Stamp, ‘Innovating for Shared Value’, Harvard Business Review (September 2013), http://hbr.org/2013/09/

innovating-for-shared-value/ar/
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5 ‘Redefining local government’, PwC, 2014. http://www.pwc.co.uk/redefininglocalgov
6 http://www.localgov.co.uk/Prediction-2014-will-be-year-of-virtual-authority/35211
7 ‘Facebook Reports Third Quarter 2013 Results’ (30 October 2013), http://investor.fb.com/releasedetail.cfm?ReleaseID=802760

Raising public service productivity
Digital transformation also has an important 
role to play in raising productivity and meeting 
increasing demands on public services. As we 
have seen from the responses of private sector 
CEOs, whether state backed or not, technology 
disrupts ‘business as usual’. 

It is therefore more crucial than ever for 
governments to be in tune with technological 
change and its implications on citizen 
expectations, security and public service 
delivery. In Australia, Jim Hallion, Chief 
Executive, South Australia Department of the 
Premier and Cabinet notes: “The rise of mobile 
technologies which improve productivity and 
services will enable us to move more of our 
service delivery online, particularly in health.”

Digital technology and culture is evolving 
quickly and has already had a significant impact 
on the way governments at all levels can 
support the delivery of services to their citizens. 
For instance, in the UK we have argued that 
local authorities need to use it as a tool to drive 
innovation in their understanding of people  
and place, how they interact with citizens, how 
they foster the interaction of citizens with each 
other and in exploring how outcomes can be 
better secured.5

The latest wave of digital innovation is also 
critical to enabling a potentially fundamental 
redefinition of the purpose and role of local 
government. Research by Zurich Mutual6 
suggests that the time of the ‘virtual authority’ 
is near, with digital tools becoming the primary 
method for the public to interact with councils. 

But there are challenges, particularly with 
respect to skills. As Sir Bob Kerslake, Head  
of the Civil Service and Permanent Secretary, 
Department for Communities & Local 
Government in the UK notes: “We have to 
transform the way we deliver the services to 
people. Digital has massive transformational 
powers, but we’re lacking the skills and 
capabilities to make the most of it in my view.”

A strategy for digital
Looking more broadly, it can be said that the 
public sector does not so much need a digital 
strategy as a strategy for the digital age. As we 
see the balance tip to most citizens being digital 
natives, connected in some way to the internet 
through computers, tablets and smartphones, 
the much vaunted benefits of ‘e-government’ 
that date back around 15 years are likely to 
become a reality with citizens demanding 
digital ways of interacting (channel shift). 

However, the current and imminent waves of 
digital innovation have the potential to go far 
beyond the things that have been achieved or 
planned to date (see box, The rolling waves of 
digital transformation). Digitally empowered 
consumers want to communicate and share 
information electronically. Just how much 
they’re connecting is clear from the fact that 
Facebook’s membership – at 1.19 billion – is 
now nearly as big as the population of India.7

Education provides a good example of the 
impact being felt from digital, as Sir David Bell 
KCB, Vice-Chancellor of Reading University in 
the UK explains. “I think that the innovative use 
of technology is a major trend in higher education. 
Students expect content to be available to them 
electronically as well as delivered in person. 
They will also expect lectures and seminars to 
be captured on audio and video, and be available 
to them later. Some of this is happening already 
but technology as it develops has the potential to 
transform the teaching and learning experience.”
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The rolling waves of digital transformation8

The impact of digital change to date can be 
described in three distinct waves of 
development (see Figure 2). The first wave 
saw a shift towards digital commerce, the 
second wave sees a much stronger focus on 
consumption patterns rather than supply, 
and the third wave sees a move towards 
digital identities and brand advocacy.

While there is still some way to go in terms 
of getting the full benefits from the first wave 
of digital transactions, public bodies now 

need to open up to the additional 
possibilities of the second wave and how 
using ‘consumption data’ changes the  
way that service innovation can be driven. 
These new arrangements will also have a 
significant impact on the future operating 
and supply chain arrangements within most 
authorities and we should expect to see 
further organisational redesign.

Figure 2 Waves of digital transformation

Source: PwC ‘Redefining Local Government’ 
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Government & the Global CEO 11

Digital and funding
As digital becomes all-pervasive, we are also 
likely to see an increase in the commercialisation 
of public services. And as digital disrupts 
existing business and operating models across 
all sectors, public bodies must be agile in 
finding opportunities to make more commercial 
decisions to help underpin future funding. 

Public bodies can also learn from private sector, 
digitally orientated companies and explore 
what types of innovative business models can 
be developed. But the reverse is also true. As 
Norman Dong, Deputy Controller, Office of 
Management and Budget, Executive Office  
of the US President comments: “Public sector 
investments such as education, public safety, and 
national infrastructure have always been part 
of our national ecosystem to support economic 
growth. However one of the most significant 
assets we have in the Federal Government is 
data. As we make data more available and 
consumable, we have the ability to create and 
spur more economic activity and growth.” 

It is also clear from our interviews this year that 
many public leaders are acting to address the 
challenges of redesigning and transforming 
their businesses, particularly making use of the 
opportunities created by new digital 
technologies in partnership with others. 

For instance, in Australia, Gill Callister, 
Secretary, Victoria Department of Human 
Services states: “We have moved from a 
‘programme and problem’ approach to a ‘people 
and place’ approach i.e. looking at the whole 
person/client. […] We share some of our data 
with other providers in the community to bring 
greater connectedness.” 

In the Far East, Datuk Ismail Ibrahim, Chief 
Executive of IRDA Malaysia states: “We need  
to be innovative and creative by utilising the 
available tools in the market that is within  
our means. This includes the use of technology. 
We need to move with the times and utilise  
the best technology available in conducting  
our business. A lot of organisations ignore  
this aspect. Otherwise, we could be wasting 
resources and time. For example there are 
software, such as financial tools and Geographic 
Information Systems (GIS), that could help us 
make business decisions.” 

And Liseanne Forand, President and CEO of 
Shared Services Canada (SSC) adds: “The 
Government of Canada is focusing on 
modernising technology that has become out of 
date in recent years. This is important because 
it will create a more reliable and capable IT 
infrastructure platform, which will make it 
possible for the government to better leverage 
big data and open data and improve the 
delivery of programmes and services to 
Canadians.” 

PwC’s view – Creating tomorrow’s leading 
(digital) public body
Affordable government is the new reality for the future public body. 
The challenge for public sector organisations worldwide is to adjust 
to the new reality of ‘doing more for less’ (or ‘doing less for less’) 
while focusing on the outcomes society needs and wants.

The new core competence involves adapting to change and evolving 
to address society’s needs as they develop. In tomorrow’s leading 
public body, a premium will be put on people who are ‘situationally 
aware’, able to adapt and change to the circumstances and be 
resilient in the face of the multiple internal and external challenges 
they will face. Collaboration, co-creation and co-design are the new 
‘must-have’ capabilities. 

And with digital technology fast evolving, impacting across the 
board, public bodies need to use it as a tool to drive innovation, 
transform how they engage with citizens, foster the interaction  
of citizens with each other, and in exploring how outcomes can  
be better secured. 

Public bodies also need to learn from private sector, digitally 
orientated companies and explore whether more innovative 
business models can be developed.
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