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Foreword by SAS

Transformation. We often hear about it in the public sector because the age-
old approaches we've been using aren’t accomplishing our goals, especially in
light of our rapidly changing societal, economic and technological landscape.
Transformation is the promise that, with the right technologies and adaptive
spirit, we'll be able to provide better services, be more informed and exercise
greater control over our outcomes. As we move through the early years of
the artificial intelligence (Al) era, public leaders are spending time learning
about the technology’s potential to create a more responsive, efficient and
inclusive government that better serves its citizens. Our vision is that Al will
deliver the opportunity for transformation.

Al'is gaining momentum in the public sector, but the importance of data,
underpinning the successful implementation of Al, cannot be overlooked.
It will be essential for digital transformation and supporting cross-
organisational efforts. Data hold the key to Al readiness and becoming a
modern government in the 21st century.

Interviews with public sector leaders from around the world reveal that

while each region has its challenges, there are also commonalities in their
approaches to improving productivity, achieving better outcomes for citizens,
and ensuring that public services are efficient, effective and responsive to
changing needs.

For instance, governments are finding that incremental technology changes
can make a big difference without compromising budgets and capacity or
elevating risk.

This report uncovers the perspectives of public sector leaders in these early
years of the Al era and outlines both the strategic actions governments
should take and the factors they should consider for further integrating Al
into their processes and decision-making. There’s no doubt that data and Al
will transform our productivity; it is just a matter of how we approach this
opportunity.

Jennifer Robinson
Global Public Sector Strategic Advisor
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About the research

This Economist Impact report, sponsored by SAS,
examines the opportunities and obstacles of public
sector productivity reform. The research is based
on a survey of 1,550+ public sector employees

in 26 countries across the Americas, Europe,
Asia-Pacific and the Middle East, supported by
in-depth interviews with experts from academic
institutions, government bodies, non-government
organisations and international multilateral
institutions. The report presents survey findings
and qualitative insights, with recommendations to
help stakeholders pursue ambitious but realistic
productivity reforms in the public sector, including
in public healthcare and hospitals.

We would like to thank the following experts for
their time and insights:

« Bart van Ark, managing director, The
Productivity Institute, UK

« Chiara Carlini, deputy director of start-up and
challenge programmes, PUBLIC, UK

« Eddie Copeland, director, London Office of
Technology and Innovation, UK

« Cem Dener, chair of financial management
information systems community of practice,
World Bank, US

« Astha Kapoor, co-founder, Aapti Institute,
India

« Tan Hiang Khoon, CEQ, Singapore General
Hospital, Singapore

« Jakob Lindmark Frier, COO and stakeholder
relations, Digital Hub Denmark

+ Vanessa Lista, head of govtech and
partnerships, Digital Hub Denmark

« Lynn Overmann, executive director, Beeck
Center at Georgetown University, US

« Leonita Postelnicu, policy and public affairs
lead, Feebris, UK

« Aaron Snow, former fellow, Beek Center at
Georgetown University, US

« Eric Sutherland, senior health economist,
OECD, France

Economist Impact bears sole responsibility for
the content of this report. The findings and
views expressed herein do not necessarily
reflect the views of our sponsor, partners or
interviewed experts. The report was written
by Adam Green.
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Introduction

Public sector productivity is essential for economic  Improving public sector productivity comes at a

and social welfare. Government spending, which time when demand for public services is substantial
has steadily grown in the post-war era across and societies are facing complex challenges such as
major economies (see Figure 1), equates to ageing populations, climate change and economic
around a third of GDP globally. Added to that, uncertainty. Simultaneously, the public sector is

the public sector employs one in five workers." dealing with continuing stubborn inflation along with
That means every improvement in public sector sizable budget deficits and the rising cost of debt
output, whether through technology innovations servicing. Efficient public services enable citizens to

or new ways of working, can significantly boost a lead more productive lives—and help enterprises to
country’s economic performance. build successful businesses without needless obstacles.

Figure 1. Government spending has steadily grown in the post-war era across major economies
Government spending as a share of GDP, select major economies (1950-2022)
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Despite its importance, the quality and
satisfaction with public services have been
declining in many European countries*>¢” which
might reflect signs of a wider fall in productivity.
It could also reflect the fact that governments are
burdened by rising and competing demands for
social safety nets, healthcare and climate action.

In response, government officials are calling

on the private sector for guidance. In the UK,
the Chancellor of the Exchequer has called on
central government departments to submit
their spending plans to a panel of experts
including bankers, with the goal of finding
efficiency savings.? In the US, the newly created
Department of Government Efficiency will have
the sole aim of reducing government spending.’

Productivity growth means organisations can
produce more outputs from the same quantity
of inputs or, alternatively, produce the same
amount of outputs with less inputs. In business,
that means profits and firm growth. In the public
sector, measuring output can be tricky, owing
for example to the complex nature of delivery or
difficulty in determining the economic value of
goods and services.

Q

To capture this complexity, there exist

various ways in which governments measure
productivity ranging from macro to micro level
metrics.”® But the same notion of doing more
with less applies, translating into more and
improved service delivery as well as rising social
welfare."

Central and local governments around the world
have achieved productivity boosts by adopting
new technology and reimagining systems,
processes and culture. Digital transformation
units have sprung up, in developed and
emerging markets alike.'? States have invested
in e-government portals, automation and

cloud platforms to harness and share data and
improve service delivery.

Now, they are looking to build on the latest
advances in data and Al. Research by McKinsey
found that operational improvements could

save the US government US$750bn per annum.
About 60% of the total savings would be at

the state and local level, and across spending
categories 40% would come from healthcare and
9% from education."
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While governments can also take inspiration from
the private sector, they need a distinct set of tools
and principles that recognise the unique dynamics
of public administration. Governments cannot
face the same level of risk. “The bottom line is
that governments have to deliver. If a project fails,
they can't just declare bankruptcy and move on to
another project,” said Aaron Snow, former fellow
at Georgetown University’s Beeck Centre. They
do not pick their customers, often have significant
legacy technology and operate within stricter
regulatory guidelines.

“The bottom line is that

governments have to deliver.
If a project fails, they can’t
just declare bankruptcy and
move on to another project.”

Aaron Snow, former fellow at Georgetown
University's Beeck Centre

This Economist Impact report, drawing on a global
survey of public sector employees, including in
public healthcare and hospitals, and an in-depth
interview programme with experts from diverse
contexts and perspectives, outlines key principles
and strategies for productivity reform. Key
findings include:

- Digital transformation and organisational
redesign are seen to be equally critical
to productivity reform. Governments are
realising significant gains from investments
in e-government, data-driven services and
Al, but these alone are not enough to deliver
change. The majority of respondents said that
restructuring to an adaptive organisational
design (60%) and digital transformation (58%)
are both among the most effective strategies to
increase productivity.

« Predictive analytics and cybersecurity/
fraud prevention are the top explored Al
use cases, explored by more than half of
public sector organisations. Al is helping
support governments in several domains, from
automating rote tasks to shortening post-
operative stays by predicting complications
among patients at risk. Among public sector
employees we surveyed, we found particular
uptake in predictive analytics for prevention and
preparedness (currently being explored by two
thirds of organisations surveyed) and detection
of complex financial crimes and enhanced
monitoring to protect critical infrastructure
against cyber threats (54%).

« Productivity reforms are best achieved
incrementally. Governments have limited
budgets and may lack the capacity to absorb
new technologies. Budget constraints are
considered as a major/critical challenge to
successful technology adoption by 64% of
respondents. They are rightly cautious about
risk-taking, with 70% of survey respondents
agreeing that their organisation is adopting new
technologies only after they have been proven
effective in other organisations.
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« Partnerships are key to reform. Nearly half Without engagement, new technologies and
of respondents (49%) consider outsourcing systems become imposed and can worsen
to external suppliers to be among the most employee experience. Accordingly, it is
effective strategies for improving productivity, important for governments to highlight the
surpassing the next strategy, which is upskilling clear benefits of new technology to drive
existing personnel (27%). This suggests that buy-in, while providing training and actively
as governments digitalise, they become more listening to their feedback for continuous
adept at procuring technology services. Experts improvement.

argue that improving the efficiency, consistency
and accessibility of procurement processes
could help start-ups and innovators to deploy
solutions like Al. More specialised expertise
among public sector employees could also

help governments navigate the complexity of
procuring advanced technologies effectively.

« Productivity reforms are most effective
when framed as enhancing the impact
of government services on society,
while improving employee experience.
Productivity reforms can enhance service
delivery via faster response times, streamlined
communications and improved processes.

« Productivity reforms must be designed in These improvements have a material impact
consultation with public sector employees, on employee satisfaction by reducing backlogs
yet our survey shows the need for greater and burnout, and on citizens who are able
engagement. Small shares of survey to access the services they need quickly and
respondents believe that employees and easily. Survey respondents cited employee
managers are primarily involved in determining satisfaction (58%) as one metric used within
needs (15%), selecting the type of technology their organisation to measure productivity,
(14%), and implementing the technology (36%). followed by citizen satisfaction (56%).

©Economist Impact 2025
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Delivering a tech and
data revolution

Over the last decade, governments have
increasingly embraced digital technologies to
optimise services, improve co-ordination and
lower costs, helped along by improvements

in tools such as cloud computing and data
analytics. A pro-technology attitude is essential
to improve service quality in the context of
limited resources and growing demand. “We
have an imperative to use digital tools and
technologies to improve productivity and

services in healthcare,” said Eric Sutherland, senior
health economist at the OECD.

Al promises to further accelerate the shift to
digital government, helping governments improve
productivity, responsiveness and accountability.'
Globally, approximately 52% of our survey
respondents believe that Al will have a significant
or critical impact on improving productivity within
their organisation over the next 3 years (see Figure 2).

Figure 2. Our survey indicates optimism about the imminent benefits of Al to organisational
productivity, especially in Latin America and the Middle East

Share of respondents mentioning the extent to which Al adoption will have an impact on their organisation'’s ability to be more productive

over the next 3 years
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Source: Economist Impact
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Tools are being used to solicit citizen feedback,
reduce manual work and lower costs, and speed
up decision-making and review time.>'6"
Governments are increasingly using generative-Al
in areas like citizen support chatbots. Chapter one
explores some of the key benefits governments
are realising from technology-powered
productivity reforms.

Prevent and prepare

Our survey revealed that predictive analytics
was the top current use case for Al, selected

by 66% of respondents. Prevention and
preparedness are critical, as governments are the
ultimate safeguard for tackling threats both for

10

individuals (eg, sickness, injury or unemployment)
and society at large, such as natural disasters,
cyber attacks on critical infrastructures or climate
change. By 2050, climate change will strain
healthcare systems, at a cost of US$12.5trn, and
lead to an estimated 14.5 million deaths. Floods
and droughts are predicted to cause 8.5 million
deaths and 3.2 million deaths, respectively.'®

The ability to predict and plan for risks is one of

the most appealing use cases of Al given its power
at simulating scenarios. The state government for
Victoria in Australia has used its repository of data
on transporting and managing of hazardous waste
to create a model that predicts where infrastructure
will be needed.”

Figure 3. Predictive analytics is a widely explored Al use case across all surveyed countries, except Mexico

Share of respondents mentioning that their organisation is currently exploring predictive analytics with Al technologies, by country
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This allows them to accurately and quickly
determine the cost, development and infrastructure
requirements. The Indonesian government uses

a super-app for assessing multiple government
services to predict and monitor areas at risk of
flooding, deploying predictive analysis to identify
where to activate water pumps to prepare areas for
potential floods.?

It can improve predictive powers at the micro
level too. “Singapore General Hospital (SGH)
uses Al to improve the quality of patient care. For
example, an Al tool that we use predicts patients
at risk of postoperative complications, and applies
machine learning to anticipate a patient’s care
needs, optimal pre-surgical preparations and

flag potential post-surgical complications. The
hospital is always exploring tech solutions to
address clinical needs and improve patient care,
with the aim of shortening the average length of
stay for patients. This is a win-win, as it benefits
patients and helps reduce costs for the hospital,”
explained clinical associate professor Tan Hiang
Khoon, CEO at SGH.

of survey respondents
selected cybersecurity
and fraud prevention

as a second prominent
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Monitor threats

A second prominent use case, our survey found, is
cybersecurity and fraud prevention, selected by 54%
of respondents. A rise in cyber-attacks on critical
infrastructure indicates a pressing need for more
efficient threat monitoring and response aided by
Al. Outdated software and poor password security
are two contributory factors to the vulnerability of
critical US infrastructure, where 36 attacks were
reported between November 2023 and April 2024.
Attacks were reported on water pumps, dairy
systems, wastewater systems and other industrial
control systems.? Infrastructure isn't the only
target, however. In France, social security fraud has
been estimated to cost between €6 billion and

€8 billion annually.?

In the field of fraud, the complexity of financial
crime and money laundering is forcing relevant
public bodies to amplify the use of technology. The
UK government uses Al to detect financial fraud,
using public sector data to analyse funding claims
like contracts, grants and loans and identify patterns
that point to bad actors like sanctioned companies
or groups deemed ineligible by the World Bank.?*

The US Department of the Treasury is using

a programme called the Financial Crimes
Enforcement Network Al System to investigate
activities linked to money laundering, resulting in
numerous investigations and significant recovery of
funds from fraud? while the US Internal Revenue
Service is reportedly harnessing Al to improve the
targeting of unscrupulous tax avoiders.?

°
a
o
®
—
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Tap the innovation ecosystem

Almost half of survey respondents (49%)

cited outsourcing to external suppliers as one
of the most effective strategies to improve
productivity—notably, this figure is 56% among
respondents at organisations that have invested
in digital transformation, and only 45% at
organisations that have not done so, suggesting
that digital capabilities can facilitate the
procurement process.

External partners can bring fresh ideas and
specialised skills, enabling the public sector to
quickly adopt novel solutions and stimulating
the local technology ecosystem. “I've seen a lot
of the smaller companies enter the scene with
niche products, especially the application of
Al to healthcare in areas like diagnostics and
patient communication,” said Vanessa Lista,
head of govtech and partnerships at Digital Hub
Denmark. It speaks to the potential for private
sector innovators to accelerate productivity in
government agencies.

One challenge for governments is decision-

making capacity, since procurement departments

N
<
@

often manage multiple domains and

may struggle to assess the quality of new
technologies. For their part, companies

might be deterred from pursuing government
opportunities by complex processes and
lengthy decision-making timelines. Mr
Sutherland at the OECD suggested that start-
ups and tech companies are struggling because
they do not know the standard they need to
meet, and despite national guidelines, local
institutions may have their own interpretation.
“From a procurement approach, consistency

is your friend to determine expectations that |
need these organisations to follow and adhere
to, and the terminology needed in contractual
agreements.”

The procurement model may need rethinking,
as providing Al services, for example, requires
customisation and ongoing updates, as opposed
to traditional procurement models focused on

a single off-the-shelf product or project. Public
sector hesitancy to adopt technologies has been
further driven by unfamiliarity with software-
as-a-service models and the complexity of
managing data-intensive technologies.?”

Procurement innovators: experiences from the Denmark

The Danish government has pursued ambitious procurement reforms to improve access to digital and
data services opportunities. Denmark’s public-private partnership model is a leading case study, fosters
close collaboration between the government and both large and small companies.

Transparent, competitive tendering processes ensure no company is favoured, keeping the system

a merit-based. Public procurement has a tendency to favour established providers, creating barriers for
smaller, innovative firms. Recent regulatory reforms, introduced by former minister Simone Cardwell,
aim to simplify and digitise the process, lower entry barriers, and reduce requirements, making it more

*kkkk

= accessible for startups and fostering a more competitive ecosystem.
] According to Vanessa Lista, head of govtech and partnerships at Digital Hub Denmark, further
adjustments could be beneficial, such as easing restrictions of outsourcing and code reuse. Denmark’s

\ strong industry clusters, like Health Tech Copenhagen and Copenhagen FinTech, support start-ups by
connecting them with public sector partners and helping them mature early to attract investors.
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Given growing demands and limited financial
resources, it is understandable that governments
look to technology to ‘do more with less’. But
technology alone is not enough. The majority

of respondents in our survey said that both
restructuring to an adaptive organisational
design (60%) and digital transformation (58%)
are among the most effective strategies to

Organisational redesign

increase productivity. Respondents whose
organisations have already widely invested in
digital transformation are more likely to say
these two strategies are effective. “It is never
just a tech change; you need organisational
transformation,” said Eddie Copeland, director
at the London Office of Technology and
Innovation.

Figure 4. Digital transformation and organisational redesign are equally critical to productivity reform

Share of total respondents mentioning the following strategies as being among the three most effective for their organisation to become
more productive

Adaptive organisational design

Investing in digital transformation

Outsourcing to external suppliers

Upskilling existing personnel

Flexible working arrangements
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Collaboration with other public sector actors
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Encouraging experimentation
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Hiring staff
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Source: Economist Impact
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Our survey also found that governments struggle
to implement organisational reforms, with
roughly a third (33%) saying that restructuring
for adaptive organisational design was widely
implemented. This rose to 52% among
respondents who report that their organisation
has widely implemented digital transformation.
Organisational change is thus a key ingredient for
success.

“The fundamental issue is not the absence of
ideas or technology. In some cases, it is not

even the lack of financial resources. It is about
implementation and adoption,” said Professor
Tan. Our survey also found that a culture of risk
aversion and budgetary constraints were two of
the top three challenges to technology adoption.

Breaking down silos

Governments comprise hundreds or even
thousands of entities, leading to high levels of
fragmentation. In Mexico, for instance, there

are 32 different policing entities with significant
disparities in equipment, working conditions and
benefits.?® In our survey, 20% of respondents
from Mexico (nearly twice the average) reported
that siloed functions and departments were
among the most significant internal barriers

to productivity, suggesting that this may be a
broader concern across the public sector.

Mr Snow described the US as having “on the scale
of 100,000 governments”, including federal, state,
county and municipal. Meanwhile, Canadian
healthcare is spread over “14, 15, 16 or 17
systems, depending on how you count, that differ
between provinces and territories,” according

to Mr Sutherland at the OECD. A pan-Canadian
health data charter has sought to create a
nationally unified data management agreement to
put patients first.

Governments also face pressure to respond to
complex social needs that go beyond single-
department ministries. By improving data-sharing
and co-ordination across agencies, they can

14

Figure 5. Roughly half of survey respondents
mentioned departmental silos as a significant
or critical challenge to their organisation’s
digital transformation

Share of total respondents mentioning the extent to which

departments working in silos present a challenge to their
organisation with respect to successfully adopting technology

M Minor/not a challenge at all
M Moderate challenge
W Critical/significant challenge

Source: Economist Impact

dramatically improve the quality and timeliness of
services. In South Wales, for instance, linking data
sets between the police and health services improved
the chances of preventing domestic violence.?

A‘once only’ principle has been entrenched in
Estonian law and refers to the concept of a citizen
providing their information to the government
once. It is then the responsibility of the
government to re-use the information internally,
ensuring various departments share information.*°
“We need to fundamentally reimagine the public
sector. We cannot solve our contemporary
challenges within traditional service siloes,” said
Mr Copeland. This can also happen at the regional
level through cross-border data harmonisation
and collaboration to boost productivity in areas
like public health and digital identity (see box).
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Better together: regional data collaborations for public
health productivity reform

In April 2024, the European Parliament approved the creation of the
European Health Data Space (EHDS), a common EU framework allowing
the use of health data.3' Once approved by the EU Council, the agreement
will be implemented two years later barring certain exceptions. The

data space will connect health data across member states, with a special
permit required for use. This will allow clinicians to improve continuity of
care, reduce the administrative burden, and mean that researchers can
access data efficiently and affordably. Regulators and policymakers will
also benefit from easier access to data, allowing them to create effective
evidence-based policies.®

“Itis about creating an environment where data are used more effectively
for the publicinterest and good across the European region,” said Eric
Sutherland, senior health economist at the OECD. EHDS is expected to
save €5.5 billion over ten years through efficiencies and create €5.4 billion
owing to research and development gains.3*3*

The US recently established a Trusted Exchange Framework and
Common Agreement (TEFCA), designed to simplify connecting multiple
networks through data-sharing arrangements between organisations.
TEFCA's goal is to establish healthcare information technology
interoperability across the country and improve patient care while
reducing healthcare costs and enhancing healthcare quality. A key
benefit is simplifying the connectivity of multiple public health reporting
channels. “By creating a network, when you add a node in a network,
you add incremental value to every node that exists in the network and
massive value for the node that you're adding,” explained Mr Sutherland
at the OECD.

Collaboration and co-design

At their best, productivity tools reduce cognitive
load and repetitive work, freeing up staff to focus
on more rewarding and impactful tasks. But
new technologies and systems that are imposed
without engagement can worsen employee
experience, making workforce engagement

a critical part of organisational reform.*®3” In
India, some government workers have resisted
and protested against new digital tools, which
were clunky, time-consuming and led to some
feeling surveilled, notes Ms Kapoor of the Aapti
Institute.®® About a third of respondents to our
survey (36%) said that they “‘don’t trust the
technology with confidential data”

Despite the importance of collaboration, only

a minority of our survey respondents believe
employees and managers are primarily involved
in determining needs (15%), selecting the type
of technology (14%) and implementing the
technology (36%). However, these numbers are
higher in organisations that encourage their
employees to explore digital technologies such
as generative Al: 23% of respondents in these
organisations said employees and managers
are primarily involved in determining needs,
and 42% in implementing the technology. This
suggests that generative Al might be improving
technological participation.

Experts recommend engaging public

sector workers in technology design and
implementation—directly showing them the
value. Involving employees can foster buy-in and
reveal potential shortcomings. “Two clicks here
and three clicks there leads to resistance. It all
adds up when you have multiple applications
coming up. You need to be laser-focused on
making it easy for staff,” argued Professor Tan.
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Figure 6. Employees and managers are not the primary stakeholder involved across various stages
of Al implementation, except for technology evaluation

Share of total respondents mentioning who is primarily involved in the following stages of Al implementation

M Employees and managers M IT department Executives

0%

20%

Determining the need

Selecting the
technology type

Final approval to
purchase technology

Implementing

Assessing and evaluting

Source: Economist Impact

Training may also be necessary for unavoidable
new skills and competencies, but only 26% of
respondents mentioned that upskilling existing
personnel was widely adopted within their
organisation to improve productivity. “Capacity
and skills are there for the people building the
apps but for those who are using them, the
actual backbone of India’s digital state, they are
suffering,” said Ms Kapoor.

Data skills and literacy gaps are present in high-
income countries too. “We have a whole swathe
of people already in government positions who
do not have technical skill sets but are also
mission-driven,” notes Lynn Overmann, executive
director of Georgetown University’s Beeck Centre
and a former senior adviser to the United States
Digital Service. "As part of change management
governments should get better at recognising they
have a lot of talent that might not be currently
technical, and figuring out how to help them
understand this new way of doing business.”

100%

9%

13%

A second recommendation by experts is framing
productivity improvement to employees as a

means to improve outcomes for citizens rather than
primarily to lower costs. Most survey respondents
said employee satisfaction (58%) is a metric used
within their organisation to measure productivity,
followed by citizen satisfaction (56%). Enhancing
services via faster response times, streamlined
communications and improved processes all improve
satisfaction among both employees and citizens.

These improvements have a material impact on
employee satisfaction by reducing backlogs and
burnout, and on citizens who are able to access
the services they need quickly and easily. In
Spain, 54% of survey respondents mentioned the
elimination of documentation backlog as being
among top three areas with greatest potential
for digital technologies to improve productivity,
compared with a global average of 21%,
suggesting the problem is more prevalent there.
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Speed of delivery is especially important in the
medical field: respondents working in healthcare
were more likely than those working in government
(36% versus 27%) to say that speed of service
delivery to citizens is a metric for measuring
productivity. In fact, innovations to reduce
administrative load allow health providers to
spend more time interacting with patients. “With
our ambient Al documentation system that

saves my time by transcribing and summarising
clinical notes in real-time during physician-patient
conversations, | can be more present in providing
care for patients, enhancing the human touch in
care delivery,” said Professor Tan.

Another means of framing productivity reforms
as part of a larger mission-driven ethos is to

put agencies in the driving seat, supported by
technology units. “Rather than have digital teams
come in and push cost savings, one of the things
we often say to organisations is to put the savings

17

target on the service area and then see what ideas
the digital team has for how technology and more
modern methods might enable you to achieve
that,” said Mr Copeland.

Incremental change—and focusing
on fundamentals

Unlike the private sector, governments cannot
afford for projects to fail or take services offline to
any significant extent. In some contexts, they may
also lack the capacity to take up a significant new
system. “In many developing countries, the digital
skills in the public sector are limited. The technology
is there, but despite the availability of grant money
and substantial technical assistance, it takes time to
shift to a data driven culture and ensure effective
use of existing systems,” argued Cem Dener, chair
of financial management information systems
community of practice at the World Bank.

Figure 7. Employee and citizen satisfaction are the top productivity metrics among healthcare and government organisations
Share of total respondents mentioning the various ways in which their organisation measures productivity

M Healthcare M Government

61%

Service
personalisation

Individual-level
performance

Citizen
satisfaction
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satisfaction

Budgetary
savings

Time saving for
employees

Speed of service
delivery

Expansion of
programs

Source: Economist Impact
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The constraints, combined with financial
limitations, has led to a consensus view among
experts in favour of proven technologies. Seventy
percent of survey respondents agreed that their
organisation is adopting new technologies only
after they have been proven effective in other
organisations. This sentiment is strongest in
government entities with under 500 employees
(46% strongly agree compared with 39% across
all organisations), suggesting smaller entities
with more limited funds, skills and resources are
less willing to take risks. “It would be great if we
could do big IT projects, but there are very few
examples where that has worked. It is better

to aim for simplification and devolution,” said
Professor Bart van Ark, managing director at The
Productivity Institute.

Incrementalism can deliver meaningful near-term
gains. “What sometimes goes wrong with big
government transformation projects is they aim
to build massive, multi-million-pound systems
that take years to deliver. The problem is the
world moves on and the user needs to change
during that time, but that gets missed,” notes Mr
Copeland. “Instead, we encourage behaviours

of build, test, learn, working incrementally and
getting constant feedback... Google launched
the search engine in 1998, but it didn't wait for
three years before launching a big modernisation
initiative. They changed the code every day to
adapt to changing needs”

In an era when so many impressive digital tools
and point solutions are emerging, experts also
advise governments not to lose sight of the
fundamentals: inadequate equipment, skills and
data to deliver on digital transformation plans.
“We can talk about Al, but if they don’t have their
laptops and their computers don’t have decent
memory, there is no point,” argued Professor van
Ark. “Do they [public employees] have a laptop or
workstation to access a core government system

18

daily? Do they have a government email address
and use it regularly, or do they still communicate
on paper?”, asks Mr Dener.

A focus on fundamentals also extends to end
users in any shift to digital government services,
given significant inequalities in access to digital
tools. India’s Aadhaar system, a unique 12-digit
identification number used as proof of address
and identity for Indian residents, is used by over
a billion people, but some citizens are excluded
for reasons such as poor connectivity. “If you
are in any way an anomaly, if your name is spelt
wrong, you are excluded from Aadhaar. There
are very real consequences for your Aadhaar not
working, which is that you won't get your food
entitlements,” said Ms Kapoor.

Figure 8. A consensus in favour of proven
technologies emerges
Share of respondents who agree or disagree that their organisation

is adopting new technologies only after they have proven effective
in other organisations

W Agree M Neutral

M Disagree

Source: Economist Impact
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That is also true in advanced economies: “97% of
the Danish population have access to the internet,
91% use MitlD, a national identification portal.
That 3% and 9% are harder to reach, requiring the
government to provide non-digital alternatives or
support tools. Indeed, many public services offer
in-person support and there are physical tools
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for those citizens who are unable to use digital
services due to physical impairment,” said Jakob
Lindmark Frier, chief operating officer at Digital
Hub Denmark. Some users have also opted out
of the system, according to Ms Lista, showing the
need for governments to anticipate and design
services to account for actual digital practices.

Figure 9. Globally, one third of the population remains offline
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Conclusion

Governments worldwide are making impressive
strides in using digital technologies to drive
greater productivity, reflected in streamlined
operations, enhanced public services, and
improved satisfaction among both employees
and citizens. When the demands on governments
continue to climb due to factors like ageing
populations, climate change and economic
uncertainty, they must go beyond technology
adoption alone.

Our survey shows that public sector employees
perceive digital transformation and organisational
redesign as essential to drive productivity
improvements. By creating adaptive, collaborative
structures and promoting data sharing across
agencies, governments can better meet citizens’
needs while enhancing service quality. Our research
has also found that to fully harness the benefits of

By creating adaptive,
collaborative structures
and promoting data
sharing across agencies,
governments can better
meet citizens’ needs while

enhancing service quality.

technology-driven productivity, governments can
take the following strategic actions to foster a more
inclusive and agile digital ecosystem:

+ Unlocking data’s hidden value through
Al. Governments are repositories of vast and
valuable data sets that have historically been
locked in silos and ‘data canyons’. By linking data
responsibly across departments and functions,
and even across borders, and applying the latest
Al techniques, they can dramatically improve
the quality, responsiveness and precision of
services. Al's ability to spot patterns and model
differing future scenarios make it a particularly
powerful aid for predicting threats and
identifying emerging public service needs.

« Empowering public servants to deliver their
mission. Public sector employees are motivated
by a desire to help their country and its citizens.
Higher productivity can improve employee
experience within government—and by extension
help them achieve their goal of supporting the
health and vitality of their populations and the
economy at large. Since productivity reform
requires short-term changes to working practices,
leaders can best secure engagement from their
employees by demonstrating the improvements
to their working lives and their ability to best
serve their citizens.
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» Make haste slowly. Large-scale IT overhauls
have a mixed record and are unlikely in a
constrained fiscal environment. Governments
should not underestimate the power of
incremental reform, which proves what works
successfully and builds momentum. This
approach allows for sustainable gains, reduces
project risks and better adapts to evolving
needs. It can also provide an opportunity for
greater employee involvement in system design
and upskilling initiatives, ultimately fostering
trust and building competence.

« Power a productivity revolution through
partnerships. Given the speed at which
capabilities like Al are evolving, governments
are courting outside partners for best-in-
class ‘govtech’, from deepening their ties
with trusted long-term allies to engaging
newer companies. Making procurement
more accessible, and forging closer ties with
industry through accelerators and forums
for exchange, can strengthen public-private
collaboration for mutual benefit. Vendors, for
their part, can offer greater value to the public
sector by working as a long-term partner
and understanding the unique dynamics and
challenges of government services.
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