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Executive summary

The public sector is in a time of transformation.

Expectations of organisations in the sector are growing.

And financial constraints and regulatory burdens are
creating a challenging operating environment.

To understand some of the challenges leaders in this
sector face, and the steps they are taking to tackle
them, Mazars surveyed more than 100 public sector
executives in five countries.

Encouragingly, despite the challenges of 2022,
including ongoing inflation and economic instability,
our research found that 92% of leaders had reported
anincrease in budget for 2022 vs 2021 and 85%
expected their organisation’s budget to increase in
the next financial year. The C-suite are also relatively
confident their organisation is prepared for the
trends in the coming year. Leaders are particularly
confident in managing public health challenges,
new models of work and new technologies, although
confidence is lower when it comes to economic
uncertainty and energy prices.

Technology is a key focus, with respondents
identifying transforming their company’s IT as their
number one strategic priority for the coming three to
five years. Our research shows leaders plan to invest
time, money and resources to achieve this: digitising
internal operations and improving efficiency are the
top two areas of planned investment growth in the
coming 12 months. Leaders need to fully understand
how they can implement technology effectively to
really transform services and increase efficiency in
their organisations. Reassuringly, almost all public
sector executives surveyed are confident they can
manage the emergence of new technologies, with
over half feeling very confident.

Transforming services is also high on agendas, with
a third of leaders saying entering a new product or
service category is a key strategic priority. Leaders
seem to recognise the need to continually evolve
and transform for their organisation to thrive: nearly
three quarters say they plan to increase investment
of time, money and resources in new products,
services or markets in the year ahead.

Talentis another area attracting leaders’ attention.

In a sector where candidates often need an intrinsic
motivation, such as contributing to society or helping
citizens, to apply, having the right talent is vital.
People are undeniably at the heart of the public and
social sector. This is reinforced by our research, which
shows a third of leaders consider a new or revised
talent attraction and retention strategy a strategic
priority. They want the best people and believe career
progression and training, as well as leaning on their
organisational prestige, are the main factors to
attract them.

There will certainly be obstacles for public sector
leaders to overcome in the years to come. But they
appear confident to take on the tasks ahead, especially
those they consider most important, including
technology, new services and talent. With leaders
striving for enhanced efficiency, focusing resources
on new technology and services and ensuring their
organisation can attract the best talent, the public
sector is now in a time of transformation.

Peter Cudlip
Head of Public and Social Sector
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Outlook forthe sector

Despite the financial constraints and regulatory burdens many organisations in the sector face, a strong majority
(92%) of public sector leaders experienced budget growth in 2022 and are confident this will continue in 2023.

Perhaps unsurprisingly, economic trends such as inflation/cost of living are expected to have the biggest
impact this year, followed by the emergence of new technology and energy prices/shortages.

Top external trends expected to impact public sector organisations in 2023

Percent of public sector respondents

Economic trends including inflation/higher cost of living
Emergence of new technologies

Energy prices and/or shortages

New or higher regulatory requirements

New models of work such as flexible and remote working
Social unrest in a country or countries where you operate
Increased competition in your industry

ESG expectations from regulators and society

Climate change and other environmental impacts
Scarcity of talent

Geopolitical tension/instability

Public health challenges

The majority (59%) expect energy costs to return to their pre-2022 level during 2023: 23% say this will
happen in the first half of the year; 36% anticipate it will be the second half. Still, leaders are acting now
to tackle energy costs: some 40% have already introduced a company-wide energy efficiency plan.

Actions taken on cost of energy
Percent of public sector respondents

Introduced a company-wide energy efficiency plan
Switched some employees to remote working
Switched energy supply to renewable sources

Switched to lower-energy production/manufacturing processes

Changed energy supplier 33
Closed buildings/sites/facilities 29
Applied for government support on energy costs 27

Il Have done | Will do in next 12 months May do in more than 12 months [l Not relevant/Don't know
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Outlook forthe sector

Looking ahead, transforming company technology, entering new services and attracting talent top the
strategic agenda.

Top 5 strategic priorities for the next three to five years
Percent of public sector respondents

Transforming company IT/Technology _ 34

Entering a new product or service category
A new or revised talent attraction/retention strategy

A new or revised sustainability strategy

International expansion

92%

Majority experienced budget growth in Leaders have introduced company-wide energy
2022 vs 2021 efficiency plans to tackle energy costs, and a
further 38% plan to in the coming year
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Transforming technology

Entering a new product or service category is

the joint-top strategic priority with transforming
company technology. This, combined with the
planned increase of investment (time, money and
resources) in new products, services or markets
in the year ahead, shows the sector is seeking to
transform its services and embrace technology.

In a sector often burdened by old legacy systems and
business processes, leaders show a desire to invest
to improve efficiency. Digitising internal operations is
the top area for increased investment in the coming
year (75%), with improving efficiency a close second.

34%

Transforming company IT/ technology (34%)
and entering a new product or service category
(84%) are the top priorities for public sector
leaders in the next three to five years

75%

Three quarters expect to increase investment

in digitising internal operations

37%

More than a third expect the emergence
of technology to have a big impact on their
organisation in 2023

A time of transformation: Public and social sector study 2023

The emergence of new technologies is expected to
have a big impact on organisations in the coming year
and leaders appreciate the role technology can play in
helping to transform their business. Overall, leaders
are relatively familiar with a range of new technologies,
especially artificial intelligence (Al), automation and
big data and to a lesser extent the Metaverse and Web
3.0 concepts. Web 3.0 technologies are considered
important, alongside big data, so should be explored
further. Encouragingly, almost all respondents said
they were confident their organisation can deal with
the emergence of new technologies, with more than
half (57%) very confident.
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Talent

The battle for talent is a challenge everywhere.
Public sector leaders agree having the right people is
crucial: a third say a new or revised talent attraction/
retention strategy is a key strategic priority in the
next three to five years.

Executives believe the most important factors in
attracting talent to their organisation are opportunities
for career progression (80%), training/development
(79%) and organisational prestige (77%).

Majority have a dedicated programme on
gender equality and sexism

Over half of those organisations surveyed

have less than 30% women in strategic

leadership positions (meaning 47% have
T above 30% female leadership)
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Gender diversity in leadership positions is still
lacking in most organisations, including those

in the public sector. More than half of our survey
respondents say their company has a programme
in place to tackle gender equality and sexism and
80% of those confirm their executive committee is
financially incentivised to achieve gender equality
targets in the leadership team. Yet, most strategic
decision-making roles are held by men: 53% of the
organisations surveyed, report that fewer than 30%
of their organisation’s top strategic decision-makers
are female.
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Top three roles responsible for sustainability
reporting, now and in the future

. I 2 Bl Now
I B Future
CRO 19
I 15
_ 13
_ 21

Most organisations already produce
a sustainability report
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Conclusion

With expectations of organisations in the public
sector growing, now is the time for organisations
to transform themselves. By investing in improving
technology and efficiency, attracting the right
talent and diversifying their product or service
offering, organisations can ensure they are ready
to tackle the challenges ahead and make the
most of opportunities to meet the needs of their
stakeholders now and in the future.
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Contacts

Peter Cudlip
Head of Public and Social Sector
peter.cudlip@mazars.co.uk

Mazars is an internationally integrated partnership,
specialising in audit, accountancy, advisory, tax and
legal services* Operating in over 95 countries and
territories around the world, we draw on the expertise
of more than 47,000 professionals — 30,000+ in
Mazars’ integrated partnership and 17,000+ via the
Mazars North America Alliance - to assist clients of all
sizes at every stage in their development.

*Where permitted under applicable country laws

© June 2023

www.mazars.com

m



	Executive summary
	Outlook for the sector
	Transforming technology
	Talent
	Sustainability
	Conclusion


