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Introduction

OVERNMENTS from Toronto to Seoul are

in the midst of a historic (and frequently
wrenching) transformation as they abandon
analog operating models in favor of their
digital counterparts.

We surveyed more than 1,200 government
officials from over 70 countries on digital
transformation.” Overwhelmingly, they told
us that digital technologies are having a major
impact on government. Three-fourths of the
respondents said that digital technologies are
disrupting the public sector; nearly all (96 per-
cent) characterized the impact on their domain
as significant.

Another key finding of the global survey is
that governments are at very different stages
in their journey of digital transformation. A
small percentage are what we consider “matur-
ing,” but the overwhelming majority are still in
the early or developing stages of this journey
(figure 1).

Only about 30 percent of organizations
surveyed assessed their digital capabilities as
ahead of their public sector peers; nearly 70

Figure 1. Global digital maturity distribution
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DIGITAL MATURITY
MODEL EXPLAINED

Digital maturity refers to the extent

to which digital technologies have
transformed an organization’s processes,
talent engagement, and citizen service
models. The levels of maturity—"early,”
“developing,” and “maturing”—were
identified and assigned based on our
digital maturity estimation framework.'

percent said they lagged behind the private
sector (figure 2). Respondents’ overall satisfac-
tion with their organization’s current reaction
to digital trends and their confidence in its
readiness to respond to digital trends were
also low.

Cost and budget pressures and citizen
demands are far and away the two primary
drivers of digital transformation, account-
ing for 75 percent of responses, whereas only
14 percent of organizations are driven by
government directives.

Developing Maturing

We have been careful to refer to governments as “digitally maturing” rather than “digitally mature” because we are still at the early stages of
the journey to digital transformation and governments have yet to reach the end state.

Figure 2. How do you think your organization’s digital capabilities compare to:

Other public sector
organizations

Private sector
organizations

20% 7%

38% 30%

Don't know Behind W About the same M Ahead

*More than half of the survey questions were sourced from the 2015 MIT Sloan Management Review and Deloitte
digital business study. For more details, please refer to the appendix.



 http://sloanreview.mit.edu/projects/strategy-drives-digital-transformation/

The journey to government’s digital transformation: Executive summary

Characteristics of a digitally
maturing government

HAT separates digital leaders from the rest is a clear digital strategy combined with a culture
and leadership poised to drive the transformation (table 1).

Table 1. Characteristics of a digitally maturing organization

T

. . Aimed at improving customer Aimed at fundamental
Strategy Aimed at cost reduction ) - . )
experience and decision making transformation of processes
Leadership Lacks awareness and skills Digitally aware Digitally sophisticated
Workforce Insufficient investment Moderate investment Adequate investment
development
User focus Absent Gaining traction “Central” to digital transformation
. o Risk tolerant; accommodates Risk receptive; fosters innovation
Culture Risk averse; disintegrated . . . .
innovation and collaboration and collaboration

Figure 3. Strategy by maturity o ) ) .
Digitally maturing organizations

86% have a clear strategy aimed at
fundamental transformation

Organization has a clear and coherent digital strategy

An organization’s digital maturity is influ-
enced, to a great degree, by its digital strategy.
Among respondents from government orga-

51%

nizations at the early stages of maturity, only
14 percent say that their organizations have a
clear and coherent digital strategy (figure 3).
In case of more digitally mature organizations,

14%

Early Developing Maturing the number grows sixfold to 86 percent.
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FACTORS THAT INFLUENCE DIGITAL TRANSFORMATION

In addition to the survey, we conducted more than 140 interviews with public sector leaders involved in
digital transformation. From the interviews emerged five factors shaping digital transformation: strategy,
leadership, workforce skills, digital culture, and user focus (table 1). We examined how organizations
at each level of maturity behave with respect to these five factors.
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Our research also found that digital strategies at early-stage organizations have more of an
operational focus, such as increasing efficiency. Only about a third cite transforming their business
model as an objective (table 2).

Table 2. Objectives of strategy by maturity

=

Increase efficiency 64 percent 88 percent 95 percent
Improve customer/citizen experience and engagement, 55 percent 89 percent 94 percent
and transparency

Create or access valuable information or insights for innovation 33 percent 68 percent 85 percent
Cre;_slt_e or access valuable information or insights to improve 42 percent 76 percent 83 percent
decision making

Funda_me|_1tally transform our organization processes and/or 34 percent 66 percent 81 percent
organization model

Digitally savvy leadership is a game changer

Just 38 percent of survey respondents believe their leadership has sufficient skills for meeting
the challenge of digitally transforming public services. Employees in digitally maturing organiza-
tions are more confident in their leaders’ ability to navigate the digital game. Only a tiny fraction
of respondents from early-stage organizations, however, have the same level of confidence in their
leaders (table 3).

Table 3. Leadership capabilities by maturity

m

Confident about leadership’s understanding of 7 vercent 60 percent 96 percent
digital trends and emerging technologies P P P
Leade_rshl_p h’as s_ufflaent skills to lead 4 percent 42 percent 86 percent
organization’s digital strategy

Figure 4. Investment in workforce

P : : : Organization provides resources or opportunities to obtain the
Di 9 Ita | |y maturin g organ izations right skills to take advantage of digital trends (% agree)

build skills to realize 77%
their digital strategy

Maturing digital organizations invest in bridg-
ing skill gaps. More than 77 percent of respon-
dents from these organizations report that their

oo . 35%
organizations are able to build the necessary
skills to benefit from digital trends. Among less
mature organizations, the number plummets to
just 6 percent (figure 4). 6%
I
Early Developing Maturing
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Figure 5. Drivers of digital transformation by maturity Digitally maturing organizations
have gr r user f
ave greater user focus

A variety of factors may guide a public sec-

tor organization’s journey of digital transfor-

mation, but it’s clear that citizen needs become
more prominent as an agency moves up the
maturity curve. Indeed, maturing organiza-
38%

tions are nearly twice as likely as early-stage
organizations to be driven by customers’/citi-

zens' demand for digital transformation
(figure 5).
43% 39% A laser focus on using digital technologies
to improve the citizen experience helps matur-
27% ing organizations improve service delivery. Not
surprisingly, maturing organizations also say

overwhelmingly that digital trends are improv-

Early Developing Maturing
ing their citizen/customer service quality
W Cost and budget I Customer/ B Digital maturity of (figure 6).
pressures citizen demands other agencies
[ Federal/central B Other

government agencies
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Figure 6. Digital and customer/citizen service

100% 999,

94%
90% 89% -

84%

51% I55% 54% II

Early Developing Maturing

B Digital technologies and capabilities enable employees at my
organization to work beter with customers/citizens

[ Improving customer/citizen engagement/experience and transparency
is an objective of organization’s digital strategy

W Digital trends are improving customer/citizen service quality

Graphic: Deloitte University Press | DUPress.com



Digitally maturing organizations
challenge cultural norms

Digitally maturing organizations are
characterized by a culture that favors digital
transformation. They nurture innovation,
foster collaborative work environments, and
are more adept at taking risks—more willing
to experiment with agile, “fail fast, fail quickly”
approaches (figure 7).

They are nearly three times as likely as
those from early-stage organizations to report
an improvement in their innovative and col-
laborative culture owing to digital trends
(figure 8).

A Deloitte Digital global survey

Figure 7. Attitude to risk by maturity

Has the transition to digital altered the organization’s attitude to
risk to make it more willing to experiment and adopt an agile,
“fail fast, fail quickly” approach? (% yes)

56%

29%

10%

Early Developing

Maturing
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Figure 8. Culture and digital trends

Digital trends are improving my organization’s innovative
culture/collaborative culture (% agree)

9%6% 7%

Maturing

72% 72%

) 35% I I

Early Developing

B Innovative culture [ Collaborative culture
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Barriers and challenges to
digital transtformation

UR survey asked respondents to identify

the main barriers to digital transforma-
tion. The results show two barriers standing
out, with nearly 40 percent of respondents
citing them as the most significant: insufficient
funding and too many competing priorities
(figure 9).

initiatives—even though digital transformation
is widely recognized as a route to substantial
cost savings. While 82 percent of organizations
perceive digital technologies as an opportunity,
only 44 percent managed to increase invest-
ment in those initiatives over the last fiscal year
(figure 10).

Many public bodies struggle to fund core
citizen services, let alone investments in digital

Figure 9. Top barriers that impede the organization from taking advantage of digital trends
Too many competing priorities
Insufficient funding

Security concerns

Lack of an overall strategy

Lack of organizational agility

Insufficient technical skills

Lack of entrepreneurial spirit,
willingness to take risks

Lack of understanding

Lack of collaborative, sharing culture

Legislative and legal constraints

Graphic: Deloitte University Press | DUPress.com



A Deloitte Digital global survey

Most government organizations

realize its significance or importance. Only 46

lack the strategy to a chieve percent of those surveyed say their organiza-
d |g ital transformation tions have a clear digital strategy (figure 11).

Our survey of public sector leaders The lack of d |g ital workforce
finds that:

skills represents a major

« Only 46 percent of public sect i .
FY 25 Pl 07 BT sec of agencies obstacle to transformation

have a clear and coherent digital strategy.

o 71 percent of organizations with a clear and Our survey of public sector leaders
coherent digital strategy report that digital finds that:
trends are improving their agency’s ability

o 90 percent of organizations say that work-

to respond to opportunities and threats, . .
P pportt force issues are a challenging area to man-

agalnst Just .4? percent of organizations age in their agency’s digital transformation.
without a digital strategy.

« Only 34 percent say their organization has
While strategy forms the bedrock of the sufficient skills to execute its digital strategy.

transformation process, leaders may not even

Figure 10. Opportunity versus investment

My organization views digital technologies as an opportunity. 82% see digital as an . Yet ...
I 4% 9% 46% 36%
1%

[ Don’t know Strongly disagree [ Disagree M Neither disagree nor disagree [ Agree M Strongly agree

How has your organization’s investment in digital initiatives changed this fiscal year compared to last fiscal year?

17% 1% 6% 32% 34% 10%

... only 44% have investment in digital in the last year.

[ Don’t know Significantly decreased [ Decreased M Stayed the same [ Increased significantly WM Significantly increased

Figure 11. Presence of a clear and coherent digital strategy

Organization has a clear and coherent digital strategy
46% have a clear and coherent digital strategy

% 25% 21% 37% 9%

[ Don't know Strongly disagree % Disagree M Neither disagree nor disagree [ Agree B Strongly agree

Graphic: Deloitte University Press | DUPress.com



The journey to government’s digital transformation: Executive summary

Figure 12. Skills necessary for digital transformation

7D
&

Business
acumen

Necessary
skills

|
S ’
@
w

Entrepreneurial
spirit
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Figure 13. How challenging is it for your organization to
manage the transition to digital in the area of culture?

Don't know
Not challenging

Highly
challenging

Somewhat
challenging

Challenging

Graphic: Deloitte University Press | DUPress.com

o Only 33 percent say their organization pro-
vides the right resources or opportunities to
obtain the digital skills they need.

A tech-savvy workforce is integral to any
organization’s digital transformation strategy.

This isn't limited to technical skills—it
includes skills such as business acumen,
willingness to work collaboratively, and
an entrepreneurial streak (figure 12).
Respondents identify agility, entrepre-
neurial spirit, and technological literacy as
the three skills most lacking in relation to
digital transformation.

Agencies lack key elements of
a “digital mindset”—customer
focus, open functionality,

and agile development

Our survey of public sector leaders
finds that:

«More than 85 percent of the organizations
cite culture as a challenging aspect of man-
aging the transition to digital.

« Citizen demand is identified as one of the
primary drivers of digital transformation,
but only 13 percent of agencies report high
citizen involvement in the co-creation of
digital services.

o Only 23 percent report using open-source
technology to a moderate or great extent.

o Only 28 percent of government agencies
report that digital is altering their attitude
toward risk, making them more willing to
experiment with agile, iterative approaches.

Existing cultural norms often make embed-
ding the tenets of digital—user focus, open
functionality, and agile development—within
the organization challenging. Organizations
across domains and functions face cultural
barriers in digital transition (figure 13).



Customers are front of mind for
public leaders, but they are rarely
at the heart of service design

Even for agencies that say citizen demand
is the primary driver of digital transformation,
the share significantly engaging with custom-
ers and users to co-create digital services still
remains low, at 16 percent.

Less than 10 percent of front-line service
delivery respondents engaged in interaction
with citizens as part of their daily jobs report
high citizen involvement in the co-creation of
digital services. Similarly, law and justice and
health care agencies frequently interact with
citizens but have among the lowest percentage
of respondents being driven by customer/citi-
zen demands (less than 25 percent); they also
lag in engaging citizens in the co-creation of
digital services.

Digital is not yet altering risk
aversion in government

Only 28 percent of government agencies
report that digital is altering their attitude
toward risk, making them more willing to
experiment with agile, iterative approaches
(figure 14).

Surprisingly, given American business
culture’s emphasis on risk-taking, only 18
percent of US government agencies say that
digital is altering the organization’s attitude
toward risk, among the lowest percentage of
any major country.

A Deloitte Digital global survey

Procurement processes
need to get in step with
digital transformation

Our survey of public sector leaders
finds that:

« 76 percent say that procurement needs to
change to accommodate digital transforma-
tion, especially to allow for agile develop-
ment and de-restrict terms and conditions.

+ Respondents identify regulations, lack of
flexibility, and lack of procurement skillsets
as the most significant obstacles to digital-
friendly procurement.

o 73 percent of organizations use both in-
house and contracted resources to deliver
services, but only 27 percent say they are
satisfied with their vendor community.

Figure 14. Risk aversion

Is the transition to digital altering the organization's attitude
towards risk?

Yes, we have been more
willing to experiment and
adopt an agile “fail
fast, fail quickly”
approach

Don't
know

No

Graphic: Deloitte University Press | DUPress.com
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Procurement processes are muzzled
by regulations and lack of flexibility

Our research shows that there is widespread
recognition that procurement and commercial
strategies need to change fundamentally to
accommodate digital transformation, and this
frustration is seen across regions, countries,
and government sectors. Asked to specify
in what ways procurement needs to change,
respondents primarily seek support for agile
development and relaxation of control from
the center (figure 15).

Satisfaction with technology
vendors is low

While respondents see current procure-
ment rules as hampering digital transforma-
tion, vendors’ ability is also a factor. Forty
percent of respondents from the HR function
outsource the development of their digital ser-
vices (the highest percentage across functions),
but not one of these respondents reports satis-
faction with the vendor community.

Figure 15. In what ways does procurement need to change to enable digital transformation?

Agile development process

Less restrictive terms and

Less control from the center

Modular development

More open to small- and
medium-sized companies

Shorter contract periods

conditions

45%

Note: Figures represent the percentage of respondents that chose each option as one of their top two choices.
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Accelerating digital
transformation

Key questions public leaders need to consider

« No. 1: Strategy. Do we have a clear and coherent digital strategy that addresses the key elements
of digital transformation?

« No. 2: User focus. How can citizens and service users be part of our digital transformation?

« No. 3: Culture. What have we done to strengthen our organization’s innovative and
collaborative culture?

« No. 4: Workforce skills. Have we looked at our talent pool and planned where our skills will
come from?

« No. 5: Procurement. Are our organization’s existing procurement processes suitable to procure
digital solutions?

Government organizations that achieve success with digital transformation will be more flexible,
adapting to the one constant of the new digital age: change itself. They will re-imagine their services
and continually innovate the way they engage with customers. Continued digital evolution may see
some public bodies struggle as the environment changes around them; others, by taking advantage
of all that digital transformation can offer, will thrive.
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About the survey

ETWEEN January and March 2015,

Deloitte conducted the Global Digital
Transformation 2015 survey covering more
than 1,200 officials working in various govern-
ment agencies, departments, and public sector
bodies. Respondents included heads of depart-
ments, agencies, CIOs, CTOs, and CFOs across
domains at all levels of government.

Survey questions and data

» About 60 percent of the survey questions
were sourced from the 2015 MIT Sloan
Management Review and the Deloitte digital
business study. The remaining questions
were framed and added to the survey to
assess specific public sector areas such as
procurement, co-creation, and use of open-
source technology.

o The survey garnered a total of 1,205
responses globally. About 21 percent (248
responses) were from the 2015 MIT Sloan
Management Review and the Deloitte digital
business study. The rest of the responses

Figure 16. Maturity framework

¥

were from a global public sector survey
deployed between January and March 2015.

o To learn more about the 2015 MIT
Sloan Management Review and Deloitte
digital business study, please refer to the
report Strategy, not technology, drives
digital transformation.?

Digital maturity
estimation framework

We adopted a holistic approach to estimate
an organization’s digital maturity based on 20
questions from our survey. These questions
were grouped into three broad categories:
people, processes, and preparedness—areas
we identified as important determinants of an
organization’s digital maturity.

Each question was mapped to a Likert
scale of 1-5, in which 1 reflects the least and
5 the highest score on the maturity scale. We
calculated each respondent’s digital maturity as
the average score of all questions. The maturity
level cut-off scores used in the analysis were:
early (0-3), developing (3.01-4), and maturing
(4.01-5).

DIGITAL MATURITY

v v

R
o

PEOPLE PROCESSES

Digital know-how; ability of
leadership; workforce skills; avenues
to upskill; enabling talent

12

Innovation and collaboration; citizen
service; citizen involvement; open
source usage; enabling procurement

v

X X/ X
X

PREPAREDNESS
Strategy articulation; investment
reaction and response to digital
trends; capability benchmarking
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Endnotes

1. For a detailed explanation of the frame-
work, please read the full report.

2. Gerald C. Kane, Doug Palmer, Anh Nguyen
Phillips, David Kiron, and Natasha Buckley,
Strategy, not technology, drives digital transfor-
mation: Becoming a digitally mature enterprise,
MIT Sloan Business Review and Deloitte, July
14, 2015, http://sloanreview.mit.edu/projects/
strategy-drives-digital-transformation/.
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