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Business 2010: The public sector 

Embracing the challenge of change

Business 2010: The public sector is an Economist

Intelligence Unit white paper, sponsored by SAP.

The Economist Intelligence Unit bears sole

responsibility for the content of this report. The

Economist Intelligence Unit’s editorial team

conducted the interviews, executed the survey and

wrote the report. The findings and views expressed in

this report do not necessarily reflect the views of the

sponsor.

Our research drew on two main initiatives:

● We conducted a wide-ranging survey of 776 senior

public-sector executives from November 2004

through January 2005, using both telephone and

online surveying techniques. This was part of a

global survey, Business 2010, conducted by the

Economist Intelligence Unit, in which 4,018

private- and public-sector executives took part

across 23 countries.

● To supplement the survey results, we also

conducted in-depth interviews with several senior

public-sector executives. 

The author of the report was Jeanette Borzo, and

the editor was Andrew Palmer. Mike Kenny was

responsible for design and layout.

Our sincere thanks go to the interviewees and

survey participants for sharing their insights on this

topic.

April 2005

Preface
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P
ublic-sector management is in flux, thanks to the

increasingly rapid pace of social, political, and

technical change. Economic crises, privatisation,

budget cuts, the continuing evolution of 

e-government and increasing scrutiny from citizens

mean that the public-sector organisations of the

future will need to be more citizen-focused, more

business-like and smarter in their use of technology.

That is the message of a major new Economist

Intelligence Unit research programme, sponsored by

SAP, into the public-sector landscape of 2010. 

Based on a survey of hundreds of executives

worldwide and in-depth interviews with leading

decision-makers around the globe, the research finds

a convergence of forces that will spur public-sector

organisations to reform over the coming five years.

The attributes of the leading public-sector

organisation of 2010 will include the following: 

● Adaptability. Asked to identify the greatest

challenge they faced to achieve their mission, survey

respondents chose swift adaptability to change above

all others. Flexibility will be needed in a number of

areas, from the expansion of service delivery channels,

to changes in internal working practices based on

technological developments, to partnerships with

private-sector organisations. Changing how

organisations are run will be as, if not more, important

than what they do. A majority of executives believe

that new business models will offer a greater

advantage to their organisation than the addition of

new services and delivery channels over the coming

five years. Similarly, quality enhancement is a higher

strategic priority for executives than expansion of

services, channels and market coverage.

● Citizen-focused employees and processes.

Citizens and businesses will become increasingly

demanding over the next five years as consumers of

public services. A large majority of survey respondents

anticipates that they will expect greater

personalisation, faster and more accurate service

fulfilment and more proactive communication,

without paying more or sacrificing quality

enhancements. Organisations will respond with

streamlined delivery channels, more training in

citizen-facing skills and more cost-efficient processes.

● Commitment to transparency. “Today there is a

greater requirement for transparency,” says Kathleen

Kendrick, director of the Office of Performance,

Accountability, Resources and Technology in the US

Agency for Healthcare Research and Quality (AHRQ).

Citizens expect more information both on the services

they consume and on the value for money they get for

their tax bill. Expect much more information to be

made available directly to citizens and much more

Executive summary

This report is based on an extensive research pro-

gramme conducted by the Economist Intelligence

Unit from November 2004 through January 2005. At

its core was the Business 2010 survey, in which a total

of 4,018 executives from around the world partici-

pated, including 776 from the public sector. By ‘pub-

lic sector,’ we mean public administration (such as a

national institute of health), government offices (be

they part of city, state, regional, national or interna-

tional governments) and public service providers

(such as transportation authorities).

The survey included 23 countries in Europe, the

Asia-Pacific region and the Americas. Our survey

sample was not only international, but also very

senior. A fifth of respondents were their organisation’s

main decision makers with another two-fifths being

among their organisation’s main decision makers. Fully

50% of respondents were director-level and 20% were

manager level. Half of respondents were in public

administration, with 44% in public services. 

The Business 2010 survey
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hard-headed qualification and monitoring of public

investment projects.

● Attention to the business case. In this context,

the use of business cases will become increasingly

common in public-sector organisations to justify

investments. Financial return-on-investment (ROI)

will be an important criterion used for this purpose.

Survey respondents expect to measure both financial

and social ROI in the coming five years—and to make

that ROI transparent to citizens and stakeholders.

● Openness to private-sector practices and

partners. In 2010, agencies and administrations must

work to bottom-line objectives, whatever the

processes may be. Bureaucrats are on their way out as

problem-solving officials are rising to the top.

Organisations must coordinate efforts not only with

other public offices, but also with private-sector

companies when their expertise is needed. “It’s the

changing nature of the world,” says Gilman Louie,

president and chief executive officer of In-Q-Tel Inc.,

the venture capital arm of the US Central Intelligence

Agency. “You can’t take three or four years to get it

right anymore. Government is now beginning to

realise that it is no longer a 9-to-5 world.”

Technology will be instrumental in helping

organisations to meet their strategic goals for 2010.

According to our survey, most organisations (67%)

will adopt new technologies primarily to improve

service quality, while a third of organisations will use

technology to expand either the number of

constituents receiving their services and/or the

channels through which a service is delivered.

Whatever its purpose, central to the value that IT will

bring will be its capacity to improve the flow, speed

and accuracy of information, whether aimed directly

at the citizen or internal management. Over the

course of the next five years, stressing the

“information” in IT will be the hallmark of the

successful public-sector organisation.
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P
ublic-sector strategies for the coming five years

will be evolutionary, not revolutionary. Fully two-

thirds of survey respondents are focused on

improving the quality of their existing services rather

than expanding their service and channel offering. 

Future reforms will build on principles of increased

efficiency that have defined public-sector trends in a host

of countries for more than two decades. From the shift

away from the guaranteed-job status common in

bureaucracies to the introduction of pay-for-performance

models, stereotypical public-sector roles are already

changing. “There is a beginning of a reformation for civil

servants,” says Bernd-Wolfgang Weismann, head of the

Information Society Policy division in Germany’s Federal

Ministry of Economics and Labour in Berlin. That process

will continue between now and 2010.

Vive les citoyens 
Public-sector organisations can nevertheless expect no

respite from the forces of change over the coming five

years, in large part because they are operating under

the increasingly watchful and demanding eye of the

taxpayer. “There is a transparency today that never

existed before, especially in government,” says Mr

Louie of In-Q-Tel Inc. Citizens will more closely

scrutinise public-sector results and expect more

efficient governance and management: 76% of survey

takers agree that the importance of governance issues

will increase significantly at their organisation by 2010.

As consumers of public services, too, citizens’

expectations are changing. UK Prime Minister Tony Blair

expressed it well in a 2001 speech: “Expectations have

risen enormously … Unlike 1945, people don’t put up

with the basics. In a consumer age, they expect quality,

choice and standards.” Indeed, citizens will increasingly

expect service parity with the private sector. In our

survey, 88% of executives predict that citizen

expectations for the speed and accuracy of service

fulfillment will increase in the coming five years. 

According to respondents, rising citizen

expectations will be the factor that has the greatest

impact on organisations between 2005 and 2010,

closely followed by technology innovation. Both have

the effect of enfranchising the citizen. “Currently

representative assemblies give the people control over

the government in an indirect democracy model, but

with the spread of IT, it is possible for citizens to

control the administration more directly,” says Hiroshi

Morimoto, chief of general administration and

department promotion in Japan’s Tottori Prefecture.

Given greater control, what will citizens be looking

for from service providers? 57% of survey respondents

say that the quality of public services will be most

important to citizens in 2010, compared with 23% who

select the convenience of a service’s delivery channel

and 20% who pick out levels of service customisation.

Public-sector managers in Mexico (75%) and Brazil

(73%) as well as in Europe as a whole (65%) are

Introduction: Building on decades of changes

How will your organisation’s customers (citizens) change between now 
and 2010? For each of the attributes below, please indicate how you 
anticipate citizens’ behaviour will change.
(% respondents)

Expectations of personalised citizen service   

Expectations of customised service offering   

Expectations of speed and accuracy of fulfilment   

Expectations of follow-up communication   

Levels of knowledge about services, processes and channels   

Openness and ability to use new delivery channels  

Willingness to pay for certain types of information or use of new channels  

Expectation of transparency to citizens in use of funds  

Trust  

Expectations of privacy   

83 3 14

80 173

88 111

74 242

71 245

40 3822

82 172

74 233

47 3914

62 2810

Will increase 

Will decrease 

Will remain unchanged 

Source: Economist Intelligence Unit survey, 2005    
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initiative?

As well as borrowing practices from the private

sector, many public-sector organisations will go a step

further. A quarter of survey respondents think that

increasing partnerships with and support from the

private sector will have a large impact on their

organisations in 2010. “We are seeing more public-

private partnerships,” says AHRQ’s Ms Kendrick. Often,

the private sector needs to tap AHRQ’s intellectual

capital, for example, and so together “we design the

project and move forward together.” In Germany,

Initiative D21—the country’s largest public-private

partnership—has brought together more than 400

representatives of enterprises, associations, parties,

political institutions and other organisations under

the patronage of Chancellor Gerhard Schröder. 

Collaboration within the public sector will be

another significant area of focus. “Agencies are being

forced to collaborate with one another. It’s a huge

challenge but IT is making it possible,” says Ms

Santenello of Meta Group. “The biggest change we’ll

see (in the coming five years) is how technology

changes the organisational structure of government

for greater collaboration among local, state and

federal governments.” 

Central to this effort, and to many of the strategic

aims of the 2010 organisation, will be the flow of

accurate and timely information within, across and

beyond organisations. For a majority of public-sector

managers—56% of our survey group—IT’s top

governance job will be delivering critical information

in a timely manner. “That’s the most important thing,”

says In-Q-Tel’s Mr Louie. “It’s getting the right

information at the right time to the right person.” 

To see how the private sector is

influencing its counterparts in the

public sector, look no further than

In-Q-Tel. Having witnessed the suc-

cess that companies such as Intel

and Motorola had with their venture

capital groups, the US’s Central

Intelligence Agency decided in the

1990s to try its hand at venture

capital. 

Much like Motorola Ventures and

Intel Capital, the CIA’s In-Q-Tel

scouts and backs talented

technology, picking some of the best

new security-related products for the

US intelligence community. The

investments can offer not only a

financial return for public-sector

coffers, but also promising new

technologies.

“Our core mission is to be an

innovator and catalyst, to help

agencies innovate themselves,” says

Gilman Louie, president and chief

executive officer of In-Q-Tel Inc.

Founded in 1999, In-Q-Tel does this

with a staff of business-savvy

executives. Mr Louie, for example,

came from the interactive

entertainment industry and years of

experience in mergers and

acquisitions, financing

arrangements, public markets,

licensing deals and the development

of award-winning products and

technologies.

“When In-Q-Tel got started,

Congress had independent

business people look at the model.

It asked ‘Is this thing going to

work?’” Mr Louie recalls. “The

access to people who think

differently is critical. You can have

the best team in the world but you

need an outside voice.” More than

three-quarters of the companies

that In-Q-Tel works with have never

done business with the government

before. So while the venture capital

group is serving public-sector

goals, it is doing it with a foot in

the private-sector camp. Expect to

see more of this type of model in

the next five years.

Investment intelligence
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“It is an exciting time to be a public-sector manager—

you can use creativity to get good value for your

dollar,” says Ms Kendrick at AHRQ, who has worked in

the public sector since 1988. New trends towards

accountability and payment-for-performance “really

give you the opportunity to push, so you get a lot of

return on your investment. The times are changing.

Public-sector managers do have to think differently.”

Bold use of technology will be essential as

organisations focus on improving the way they are run

and the quality of their services. Continually

challenged by modest budgets and the accelerating

pace of change, the public sector will turn to

technology to foster collaboration, satisfy citizens’

demands for improved service delivery and meet

growing expectations of transparency—80% of

executives expect technology to be critical to their

organisation’s ability to achieve its mission in 2010. 

Vision and leadership will also be critical. “Pressing

ahead with reforms is of great importance,” says Mr

Morimoto of Japan’s Tottori Prefecture. “There are

some painful reforms ahead. Leadership will be a

necessity.” But executives are at least aware of the

journey they must undertake between now and 2010.

“In the past ten years, there were still some bumps in

the road,” says Mr Weismann in Berlin. “But now I am

more optimistic for the future.”

Conclusion: Preparing for 2010

What are the most critical ways over the next five years in which IT can facilitate the improvement 
of citizen relationships?
(% respondents)

Ensuring greater citizen access to public information 

Streamlining/expansion of service delivery channels  

Enabling customisation of services  

Improving transparency and efficiency of procurement  

Accelerating back office processing of documents 

Enabling citizen involvement in new service/channel design  

CRM software implementations  

Availability of performance management data on citizen-facing processes to senior managers  

26

24

13

10

9

7

6

6

Source: Economist Intelligence Unit survey, 2005    
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From November 2004 through January 2005, the Economist

Intelligence Unit conducted a survey of 776 senior execu-

tives of public-sector organisations. This was part of a

global survey, Business 2010, in which 4,018 executives

took part across 23 countries. Our sincere thanks go to

everyone who took part. 

Please note that not all answers add up to 100%, because

of rounding or because respondents were able to provide

multiple answers to some questions.

In which country are you located?
(% respondents)

Italy 

Australia 

China 

United States of America 

Germany 

Spain 

France 

India 

United Kingdom 

Sweden 

Korea (South) 

Russia 

Norway 

Malaysia 

Poland 

Switzerland 

Denmark 

Finland 

Hong Kong 

Japan 

Mexico 

Singapore 

Brazil 

8

6

6

5

5

5

5

5

5

4

4

4

4

4

4

4

4

3

3

3

3

2

4

In which sector does your organisation belong?
(% respondents)

Public administration 
(national, regional, local) 
50

Public services 
(health, education, other) 
44

Other  
6

Which of the following best describes your job?
(% respondents)

Director/regional director/local director of government department or agency 

Director/regional director/local director of public service agency (e.g. health, education) 

Manager in government department or agency 

Assistant/deputy director of government department or agency 

Manager in public service agency (e.g. health, education) 

Assistant/deputy director of public service agency (e.g. health, education) 

Other public servant 

37

14

12

11

8

7

11

Which of the following better reflects your strategy between now and 2010?
(% respondents)

Expand (in terms of services, 
channels and/or
population coverage)
33

Improve quality of services 
67
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Which country do you think is likely to achieve the greatest 
improvement in public services and their delivery through 
e-government over the next five years?
(% respondents)

China 

United States of America 

India 

Singapore 

Germany 

Sweden 

United Kingdom 

Finland 

Japan 

Other 

19

15

7

5

5

4

4

3

3

34

What are the biggest human resource management challenges your 
organisation will face between now and 2010? 
Please select no more than two
(% respondents)

Adapting the workforce to rapid technology change 

Overcoming cultural resistance to organisational change 

Identifying and retaining talented employees 

Ensuring the acquisition and retention of skills 

Boosting productivity 

Managing an ageing workforce 

Ensuring employee loyalty 

Managing relations with public sector unions 

Other  

43

33

32

29

23

14

9

7

2

In your organisation, which of the following presents the greatest 
management challenge for creating long-term value? Please rank in 
order, with 1 being the greatest challenge
(% respondents)
 1 2 3

Swift adaptability to change   25 17 11

Speed of innovation   9 13 10

Cost control   14 14 15

Improving customer (citizen) relationships   14 13 12

Securing and managing funding   10 8 9

Managing partnerships   4 5 7

Adapting new technology   6 8 13

Human resource management   10 12 14

Meeting governance/regulatory requirements   8 9 8

What level of involvement do you presently have in decision-making within your company?
(% respondents)

I am among the main decision-makers in my government department or organisation, branch or division 

I have influence over key decisions made in my government department or organisation, branch or division 

I am the main decision-maker in my government department or organisation, branch or division 

I have little or no influence over decisions made in my government department or organisation, branch or division 

40

31

20

9

How do you rate your country's progress in implementing e-government 
policies and services compared to other countries in the following regions?
(% respondents)

Asia 

Western Europe 

New EU member states 

North America 

Latin America 

77 23

51 49

76 24

38 62

88 12

Progress in my country is greater 

Progress in my country is less 
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What are the biggest human resource management challenges your 
organisation will face between now and 2010? 
Please select no more than two
(% respondents)

Adapting the workforce to rapid technology change 

Overcoming cultural resistance to organisational change 

Identifying and retaining talented employees 

Ensuring the acquisition and retention of skills 

Boosting productivity 

Managing an ageing workforce 

Ensuring employee loyalty 

Managing relations with public sector unions 

Other  

43

33

32

29

23

14

9

7

2

What will change most about the way your organisation operates over 
the next 5 years? Please select no more than three
(% respondents)

How your organisation interacts with citizens 

How your organisation uses IT 

How people work (influenced by new technologies) 

How new services are developed 

How your organisation innovates 

How your organisation is managed 

How your organisation utilises best practice (from public and private sector) 

How you measure performance 

How your organisation interacts with its partners 

Where people work (office vs remote) 

37

36

31

30

29

29

24

22

18

8

Which of the following statements best reflects your view of the role of 
information technology in achieving your organisation’s mission over the 
next five years?
(% respondents)

IT’s role will predominantly 
be to improve quality of services
70

IT’s role will predominantly 
be to drive cost efficiency
30

Please indicate whether you agree with the following statements about 
how public sector investment decisions will be made and tracked in 2010
(% respondents)

We will increasingly be using business cases to assess investment decisions  

Financial return on investment (ROI) will be an important criterion in 
assessing the business case for an investment 

We will track financial ROI and make it transparent to citizens and 
stakeholders in 2010 

We will measure social ROI and make it transparent to citizens and 
stakeholders in 2010 

70 30

68 32

69 31

69 31

Yes

No


