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Understanding the forces 
transforming our world
Change has always been a constant in the business world. Yet in recent years it has hit us with an  
unprecedented speed and intensity. The forces shaping our world today are immense, complex, surprising and 
challenging. More than ever, our prosperity — as organizations, societies and individuals — depends on the  
extent to which we can adapt to these forces and deploy them to our advantage.

In the current economic climate, we may be tempted to focus our attention only on immediate, fast-changing 
events, but we cannot afford to ignore longer-term trends if we want to be positioned for market leadership in  
the future. Each year, Ernst & Young professionals take time out to explore the forces that will affect the world  
of business. We combine their deep knowledge with the insights and opinions of leading academics, business 
leaders and thinkers worldwide to produce a compendium of the best insights on the forces that are shaping  
the business world. 

To set the scene we asked Dr. Ian Pearson, a renowned futurologist, to share his personal perspectives on what  
the world of business will look in like in 2020. We then take an in-depth look at the six most influential trends  
that will redefine business success, highlighting the key questions that business leaders should be asking 
themselves right now. These trends are:

•	The increasing political and economic dominance of emerging markets will cause global companies to  
rethink and customize their corporate strategies.

•	Climate change will remain high on the agenda as companies seek to explore resource efficiency to improve  
the bottom line and drive competitive advantage.

•	The financial landscape will look vastly different as increasing regulation and government intervention drive 
restructuring and new business models.

•	Governments will play an increasingly prominent role in the private sector as demand for greater regulation and 
increasing fiscal pressures dominate the agenda.

•	 In its next evolution, technology will be driven by emerging-market innovations and a focus on instant 
communication anytime, anywhere. 

•	Leaders will need to address the needs and aspirations of an increasingly diverse 21st century workforce.

The way that business leaders plan for — and respond to — these trends over the next decade will help determine 
who the market leading companies of tomorrow will be. We hope you find the report illuminating and insightful, 
and we look forward to continuing our conversation on what’s next for business in a fast-changing world.
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Business 2020
By Dr. Ian Pearson, Futurologist 

Surviving the “Loch 
Ness Monster” recession

Recession doesn’t just bring problems —  
it is a strong driver for innovation, and 
a valuable incentive to prune back dead 
wood. But the future will be stressful for 
many years. In what may be called a “Loch 
Ness Monster” recession, the economic 
recovery may suffer several more dips 
and recoveries between now and 2020.

Government expenditure will have to 
be reduced dramatically, but this will 
be delayed for political reasons, with a 
corresponding dip in growth. The rise of 
China and India will increase demand for 
commodities, increasing prices. Some 
key materials will also be in short supply, 
delaying development. Higher costs will 
reduce money available elsewhere. Taxes 
will have to rise to pay for pension holes, 
bringing a dip in several years’ time. The 
extra employees being recruited into 
the public sector will carry a punitive 
pension liability. Rises in travel costs 
due to environmental levies will make 
it more expensive to do business, and 
undermine the tourist industry. Thus, 
against a background of economic growth, 
a series of dips will be superimposed 

on a slow underlying recovery — that 
is, a Loch Ness Monster recession.

Companies that have survived this 
recession will be well placed to survive the 
dips, as they have become battle-hardened, 
lean and efficient businesses. Companies 
emerging over the period will make use 
of the latest technologies and tools, and 
so will also be well placed. Let’s look at 
the forces driving change in more detail.

Globalization: the force  
of emerging markets
Brazil, Russia, India, Indonesia and China 
are rapidly growing in economic status. 
They are making greater demands on the 
world’s resources and increasing commodity 
prices across the board. Their populations 
are enthusiastic about their future and 
determined to milk the opportunities as far 
as possible via education and hard work.

By contrast, the old economies of Europe 
and America are being sidelined by 
educational shortcomings and economic 
problems. By 2020, the rise of formerly 
underdeveloped countries may turn out 
to have been a much-needed kick in the 
pants for the developed nations, forcing 

them to take a fresh look at the world and 
reappraise their socioeconomic strategies. In 
addition, any adverse impact of globalization 
will be moderated by new technologies 
(especially robotics and artificial intelligence 
(AI)), which need fewer staff to achieve 
the same production. Advanced materials 
and miniaturization also mean that we 
can do more with less, greatly reducing 
the impact of resource competition. 

As AI takes over information economy roles 
toward the end of the decade, we will start 
to move into the “care economy,” where 
interpersonal skills and jobs dominate. Since 
these require more face-to-face interaction, 
they are less suited to outsourcing, so 
the world of work will start to relocalize. 

The dark side of  
political power
Social networking media have already 
shown that grassroots power can be 
gathered and wielded effectively. As 
people begin using the web more, they will 
look to online resources to organize their 
actions, driven by frustration with existing 
politics. People will gather in large numbers 
around online leaders who appeal to their 
frustrations, and many will be happy to join 

Global trends 2010: viewpoint
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boycotts or cyber wars. Companies will be 
constantly scrutinized and punished if they 
behave badly. Social responsibility will be a 
key survival factor, and businesses will  
have to adapt to the new threats and 
opportunities that this presents.

This links to two other important success 
factors: brand integrity and trustworthiness. 
Companies have to ensure that they don’t 
risk brand integrity or customers’ trust 
when they try to penetrate new markets. 
Governments are both potential victims and 
leaders here. If they cultivate trust by using 
tools in the people’s interests, they may 
avoid attempts by communities to sidestep 
government involvement. Governments 
must keep people on their side. Big 
companies can similarly be bypassed by 
social collectives with huge buying power. 
The value of trust cannot be overstated.

Staying adaptable  
and agile
The two most important attributes that 
companies will need to be successful in 
the future are adaptability and agility. 
Adaptability is important because the 
operating environment is changing so 
quickly. Agility allows companies to  

pounce on new markets. As obvious as 
this seems, many companies don’t have 
these attributes and are struggling. Old 
state airlines, encyclopedia companies, 
publishers, music companies and many 
manufacturers could be included in the list.
 
Adaptability is closely linked to being diverse. 
As products become obsolescent, companies 
should diversify by organic growth into 
areas at the edge of the current capability. 
This will often require collaboration, or 
buying skills, but the rewards will be 
growth and the ability to survive.

Top-heavy compensation
Some key beneficiaries of the future 
economy will be those with high skill 
or knowledge levels, or with excellent 
contacts. They will often find it worthwhile 
to work freelance, selling their effort project 
by project, not necessarily to the highest 
bidder, but to those that best fill their 
overall reward basket.

By contrast, people with ordinary skills  
will not be valued as much. In the markets 
of the future, only the top 1% of employees 
will be highly rewarded. The market makes 
them valuable, so they can go anywhere, 
and oftentimes, they can name their price. 

What will technology 
be like in 2020?

Miniaturization will continue. With 
video visor displays, and gesture, voice 
recognition and finger-tip tracking 
for interfacing, mobile phones can be 
reduced to the size of jewelry. Smart 
dust will monitor environment and traffic 
levels, and provide data for augmented 
reality. Sensor networks will enable 
many machine-generated information 
services. Certainly, smart meters will 
drive changes in the energy industry, 
as micro power generation springs up 
and starts to compete head-on with 
centralized power stations. Miniaturization 
will reduce environmental footprints for 
information technology. By 2020, active 
contact lenses will be available and could 
replace all the displays we currently need 
with less than a gram of glass. This will 
increase markets for visual services, 
but reduce markets for large displays.

The clean energy industry will link to 
electric transport and create a cleaner 
economy, with health benefits too, but  
this won’t happen overnight. Although 
significant progress will occur by 
2020, most changes will happen later. 
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Nevertheless, an industry that exists 
today to provide parts and services 
for traditional engines will be replaced 
by one for electrical systems.

Artificial intelligence will improve 
productivity year-on-year. Simple 
administrative tasks have already been 
captured by our computers. By 2020, even 
professional knowledge and skills will be 
routinely matched by AI, with the semantic 
web enabling a range of automated 
administration. There will be less need to 
outsource call centers when AI can deal 
with queries locally and more cheaply.

Another growth sector is biotech. Already 
making rapid progress, it will accelerate 
as it converges with nanotechnology and 
IT. Chip fabrication will migrate toward 
bottom-up assembly of molecular-sized 
components, often manufactured and 
assembled using biotech. This will still 
be in its infancy in 2020, but already 
allowing a shift from traditional IT and 
medicines toward “smart” products. 

Sectors and trends  
to watch
The headline sector for the next decade 
is augmented reality, which requires 
architects and designers, IT services, 
new kinds of marketing and ways of 

blending shopping with games (just as 
stores in the 1990s started offering 
coffee shops). The opportunities here 
are endless, with several layers, from 
physical infrastructure to application 
management and duality mining.

Similarly, restructuring of the music 
industry will continue. New distribution 
methods will include wireless memory- 
stick transfers. Magazines will converge 
with other media. Some media empires  
will vanish if they can’t adapt fast enough. 

The pharmaceutical, food and cosmetics 
industries are already starting to overlap, 
and companies in each of these fields 
will need to spread and diverge into the 
others. The enabling technologies here are 
biotech, nanotech, genetics and even IT. 
Putting makeup on your face in 2020 will 
take 10 seconds instead of 10 minutes, 
as the makeup will use underlayers of 
printed circuits to control it like a display. 
Smart foods will come in smart packaging 
that tells you when the personalized food 
(enhanced to supply certain nutrients) is  
out of date.

Green technology is another headline, 
already with high visibility in 2010. It will 
take some beating due to the debate on 
climate change causes, but there will still  
be a drive toward clean energy. So solar 
farms will spring up in the Sahara and  

wind farms offshore. But even here, there 
will be casualties. Investors will need to be 
careful of making long-term commitments 
to green technologies that are obsolete 
before they are fully operational.

Other resource problems need to 
be tackled too. Recycling becomes 
increasingly feasible as materials advance. 
Nanotechnology offers greater strength, so 
needs less material for the same products, 
and of course IT miniaturization will 
replace bulky IT with tiny bits of jewelry. 
The key to success here is not to invest 
too far ahead, because technology will 
keep changing. The phrase “technology 
agnostic” will become more commonplace.

The rise of the 
care economy
Increasing workplace automation will shift 
the focus from information work toward 
interpersonal work. In the care economy, 
the emphasis will be on human well-being 
as much as on profit. This should be no 
big surprise, as the developed world has 
been heading in this direction for some 
years, but the longer-term impact will 
be to humanize society and work.

Care economy companies are likely to 
resemble cooperatives, in which staff 
and customers are both stakeholders 

Global trends 2010: viewpoint

What’s  next?
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sharing a common interest. If business 
doesn’t serve a local community’s interests 
adequately, local entrepreneurs will tap 
their wider social buying power to source 
those products and services instead. The 
most unresponsive companies will be wiped 
out, while those who work synergistically 
with the community will thrive.

Financing may also follow this model. Small 
businesses may be able to access local 
capital on a shared profit model, provided 
that they directly meet local needs. The 
degree of localization in the care economy 
is highly debatable, and will undoubtedly 
vary among sectors. Local food production 
may be appropriate, but car manufacturing 
is not. What we will see, though, is a 
general shift across industry toward local 
responsiveness and local manufacturing, 
financing and provision of services.

Freelancing and  
virtual companies
One of the biggest effects e-commerce 
has had on business is in forcing global 
standardization of tools and procedures. 
An entrepreneur can create a company 
easier and faster than before, and grow 
it faster too. A thriving international 
consultancy sector can link companies 
into virtual enterprises with others 
they have never heard of, even in 

other countries. Outsourcing firms can 
also provide most standard business 
functions, allowing entrepreneurs to 
concentrate on their core strengths.

Business isn’t just more globalized, but 
more open to newcomers, albeit for a 
percentage of the takings. We are well 
used to seeing new web enterprises 
spring up, the Facebooks and the Twitters, 
capitalizing on niches in human nature 
that can now be tapped thanks to new 
technology advances. But the low-hanging 
fruit will soon be gone. By 2020, this 
trend will have run to completion, with 
a near-perfect net linking people with 
new ideas to people that can make them 
happen, dividing the spoils appropriately. 
Since many ideas by then will be machine-
made, using data mines and AI analysis to 
spot opportunities, the “doers” will keep 
almost all the rewards, and the “thinkers” 
much less. This is a natural consequence 
of the decline of the information 
economy — the value of information will 
decline, and ideas will be two a penny.

Logistics companies will dominate the 
information domain, for a while at 
least. The other big winners will be the 
funding and resource holders. Advanced 
materials will be of high value, but their 
development is often expensive, requiring 
large R&D establishments and often the 
use of exotic raw materials. Some of the 

new industries will lend themselves to 
local enterprises, but most won’t. Local 
enterprise will be best suited to market 
niches, where small-volume manufacturing 
or niche talent and skills pay off. For global 
industry and services, global resources 
will be needed — the huge server farms, 
big factories, mines and shipping fleets.

But whether business goes local or  
global, virtual companies will have a  
major role. Some markets will require 
skills across a broad range, and no single 
company may possess them. Short-term 
alliances will often be essential, and we may 
find that most products require consortiums 
of large and small companies and a few 
freelance specialists. As technology 
progress will still be accelerating in 2020, 
we should expect product life-cycles to get 
even shorter. Virtual companies will be set 
up and dismantled with high frequency,  
and their staff will be well used to working 
that way.  

Ian Pearson is a futurologist whose inventions 
include text messaging and the active contact 
lens. He was BT Group’s (formerly British 
Telecom) full-time futurologist from 1991 to 
2007 and now works for Futurizon, a futures 
institute based in Büttikon, Switzerland. He is a 
Chartered Fellow of the British Computer Society, 
the World Academy of Art and Science, the Royal 
Society of Arts, the Institute of Nanotechnology 
and the World Innovation Foundation. 

What’s  next?
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It would not be an exaggeration to say that the 21st century will 
be marked by the dominance of emerging markets. Already a 
force to reckon with, emerging markets will in the next few years 
become equal competitors with mature markets and command 
more economic and political power. As trade and investment occur 
across emerging markets, newly emerging markets will flourish. An 
explosive combination of large, young, increasingly educated and 
urban populations with greater levels of disposable income (e.g., in 
Indonesia) and (or) natural resources (e.g., in Nigeria) is propelling 
newly emerging markets forward. The latter have provided the 
more established emerging markets with investment opportunities.

The numbers say it all: emerging markets are expected to grow 
5.1% in 2010, compared to just 1.3% for mature markets, of which 
the European Union (EU) will contribute only 0.5%. This economic 
strength is being bolstered by Chinese and Indian business, as well 
as Middle Eastern sovereign wealth funds, buying up undervalued 
Western assets. “We are actively using this downturn to acquire 
assets that will catalyze various supply chains for us and help us 
build leadership positions in the agricultural products that we deal 
in,” says Sunny Verghese, Group Managing Director and CEO of 
Olam International, a Singapore-based supply chain manager of 
agricultural products and food ingredients. “We don’t buy them 
because they are cheap or just because they are distressed, but 
only if there’s a clear strategic fit with our core business and if the 
asset brings us the competencies that we need or catalyzes the 
supply chain for us.”

Multinational companies in emerging markets are well positioned 
to deal with the new business environment. Their agility, born of 
recent experience in adapting to meet rapidly changing market 
conditions, gives them a considerable competitive advantage over 
many of their mature market competitors. And they’re poised to 
take advantage of another dominant trend: growth in domestic 
consumption, which is likely to be the largest, most significant 
development in China and many other developing markets in the 
coming years. Narayana Murthy, Founder and Chairman of India-
based Infosys, notes: “While the US and the European markets 
continue to be important for us, the Indian market is growing 
rapidly. The base is small right now, but the growth rates are 
huge. There are many large software project opportunities in India. 

Much of it comes from the Government and public sectors — it’s 
the same in China and Brazil. As we move forward we will have a 
more balanced portfolio between the developed markets and the 
developing market.”

One size won’t fit all
While emerging markets offer great promise, they are not 
homogeneous entities. Each emerging market has unique features 
and needs that mature-market companies must understand and 
prepare to meet. For example, China relies heavily on (low-margin) 
manufacturing, India on (higher-margin) technology services, 
Russia on energy and Brazil on agriculture. China and India are 
people-rich; Brazil, Russia (and the Middle East) are resource-rich. 
Consumption patterns are also very different. The average earnings 
of the “middle class” in China and India range from US$1,300 to 
US$15,000 a year. Tastes differ too. The Chinese and Russian 
automobile markets are awash with SUVs; the Brazilians and Indians 
prefer small cars. Indian consumers’ love for ultra-low-cost products 
has even driven an entire industry of “frugal engineering,” with the 
bare-bones Tata Nano vehicle being the most recognized output. 
Governance systems also vary considerably. Western businesses will 
likely continue to be nervous of how far state control extends. Brazil 
may be a solid investment proposition, but other Latin American 
states (e.g., Venezuela, Ecuador) still suffer ratings that are below 
investment-grade. Africa poses even greater challenges.

In addition, rapid economic expansion, along with the resulting 
urban development, brings a number of challenges that could 
reach a crisis point across the emerging markets. Infrastructure, 
particularly in “second-tier” cities, is struggling to cope, affecting 
business and domestic users. For example, Indian companies 
lose 7% of the value of their sales due to power outages. Social 
infrastructure is also under pressure: the ability to educate and 
provide adequate housing and healthcare for the vast populations 
in the emerging markets is a considerable challenge.

Businesses operating in the emerging markets need to be mindful 
of these issues and obstacles. As emerging markets make up an 
increasing proportion of the global revenues of corporations, a 

“one-size-fits all” strategy will be insufficient.  

The rise and rise of 
emerging markets

1Global trend
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Key questions for  
global companies:
 •Does your business have a clear view of the global competitive 
landscape — including “non-traditional” challengers (e.g., from 
other markets, other sectors or companies moving up the 
value chain) — and an appropriate strategy to respond to it?

 •Have you considered what changes you can make to your 
business to take advantage of globalization (adapting your 
supply chain, outsourcing back office functions) to compete 
more effectively with emerging-market multinationals?

 •Are the products and services your business sells or provides 
appropriate for other markets, whether mature or emerging? 
Do you need to adapt these to meet the specific demands 
(such as pricing) of particular markets? Would partnerships 
with local firms assist you?

 •How is your business managing the higher risk associated with 
some emerging market?

 • Is your business capitalizing on the opportunities available in 
emerging markets?
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1 Global trends 2010: the rise and rise of emerging markets

Globalization: a game 
everyone can play
In today’s “flat” world, guess 
who the new power brokers are? 
All of us, declares Nizan Guanaes, 
Chairman of the Board of Brazil’s 
ABC Communications Group. 
Below, he tells us why.

Ernst & Young: Has the economic crisis 
changed the balance of power in the 
business world?
Nizan Guanaes: We must remember the 
strength that still exists in the Western 
economies. I think America is an 
extraordinary country and market. China 
is obviously the most probable next big 
market, but I can’t see clearly how it can 
surpass the United States very easily 
in terms of intellectual resource or the 
production of entertainment, art and 
knowledge. I don’t think the power of the 
Western nations will go away, but it will 
change and evolve. 

How has globalization affected your 
business?
In the beginning it was terrible for us — it 
wasn’t really globalization but colonization. 
In the old days there was only one truth, 
only one way of doing things. Everything 
would come down from the top, based on 
the Washington consensus, or whatever the 
thinking was at the International Monetary 
Fund on how developing economies needed 
to behave. There was a belief that nothing 
local could survive and that’s not true. 
Globalization is this: It means that there’s 
not only one way to do things. No single 
country or region can own the whole truth 
or provide the single perspective. Brazil has 
the biggest meat company in the world; 
the second mining company in the world 
is Brazilian. We have many big companies 
that are now considered players on a world 
stage. And that is globalization — when 
everyone can play. It is not a game that six 
play and the others watch.

Is globalization changing the way that 
you innovate in your business? 
Yes, because now I can have the help of 

American and Asian technology. I have 
international tools — worldwide tools — and 
local judgment. Too often, people have 
international tools but are foolish on a 
local level. The new globalization is having 
international tools, international knowledge 
and international networking to make  
local decisions. 

What do you see as the future role  
of government? 
I think you need to find a third way between 
the two extremes of the market and the 
state. Countries like Brazil are looking to 
that third way as social democracy. This 
means that the state cannot be fat and lazy 
but also that the market should not be left 
to act alone and unregulated. 

Are business leaders going to require a 
different set of skills to operate in an 
increasingly globalized world? 
Absolutely. In order to succeed today you 
must have an international network and 
vision to source the best from around  
the world. 

Point of view: spotlight on China
By Albert Ng, Managing Partner, Ernst & Young, Greater China

China is a great success story. To realize its full potential, however, it 
has challenges to overcome. There has been tremendous economic 
progress over the past few decades, but when you look at indicators 
such as GDP per capita, cars per family, things like that — they still 
lag behind the developed markets. 

One big issue is the widening gap in income between rich and poor. 
China should continue to develop its middle class and ensure that 
the entire population achieves a basic standard of living. China 
has increased its domestic investment but also has to increase its 
internal demand and consumption; an increasingly prosperous 
middle class will help achieve this objective.

Many observers have wondered when a truly global Chinese  
brand — on the order of a Samsung or a Sony — will emerge. For  
this to happen, China needs to develop its own technology. For the 
past 20 years, it has been the world’s factory, making goods that 
were then sold under international brands. We’re seeing progress in 

this area. For example, China today is a leading player in high- 
speed rail. Ten years ago, it had to import the crucial parts and 
systems from abroad. Today, China has developed its high-speed  
rail technology to the point where it can be exported to the world. 
It is true that most Chinese companies do not yet have the scale 
needed to succeed overseas, as well as experience dealing with 
buyers in foreign markets. But as they begin to grow and tackle 
overseas markets, some global Chinese brands will emerge.

Entrepreneurship is one of the keys to continued economic  
growth and innovation in China, and the country should do what  
it can to support entrepreneurs. Ernst & Young is playing a small 
role, having launched its Entrepreneur Of The Year® program 
in China four years ago. Many entrepreneurs have been quite 
successful in China, even though the country’s state-owned 
enterprises have a big advantage in that they’re able to secure 
bank credit much more easily. Nevertheless, the Government has 
been fair in trying to protect and encourage entrepreneurs. The 
Chinese Government may not have specific policies encouraging 
entrepreneurship, but it is definitely aware that this is important  
for China’s continued economic development. 
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“The popularity of any given country as a target 
for foreign investment will depend not just on  
pro-globalization policies, but also on how 
successfully these countries diversify their 
globalization strategies.”

   C. Fred Bergsten, Director, Peterson Institute for International Economics

Viewpoint 

Nizan Guanaes           Albert Ng          Narayana Murthy

Thinking big — right from  
the start
Small was never beautiful for Narayana Murthy, 
who founded the Indian software giant Infosys  
with just US$250 — and a vision of a global 
marketplace — in 1981. Nearly three decades  
later, as chairman of the US$4b company, Murthy 
still thinks big, and encourages entrepreneurs to 
do the same.

Ernst & Young: Like you, should entrepreneurs today begin life 
with a global mindset?  
Narayana Murthy: I define globalization as sourcing capital from 
where it is cheapest, sourcing talent from where it is best available, 
producing where it is most cost-effective, and selling where the 
markets are — without being constrained by national boundaries. 

Today’s entrepreneurs, by definition, have to look at the entire 
globe as their arena. They will compete with countries that produce 
cheaper products and services, they’ll have to get talent from 
wherever it is available, and they’ll have to go to stock exchanges 
where they can best raise their money. They may not do well in the 
beginning in such a globally competitive world. But they must  
persevere, with a mindset that says: “I will compete with the 
best global company.” That is the only mantra for success in 
entrepreneurship today.

Your company is now well established. Do you expect new 
competition from the emerging markets? 
Absolutely. I keep telling my colleagues that it’s not the big beasts 
that eat the small players. It is the nimble ones that eat the slow. As 
long as a company focuses on openness to new ideas, meritocracy, 
speed, innovation and excellence in execution, then it will have a 
fair chance of catching up with bigger companies and beating them.
 

Should we be looking at greater government regulation of 
business? And will it be global? 
I think it’s inevitable. Laissez-faire capitalism put some of the 
developed nations into serious financial crises. So, it is inevitable 
that governments will become bigger players because it is the 
taxpayers’ money that has gone into bailing out a lot of these 
companies. What happens in the financial sector will have 
implications for other sectors. I do expect the government to 
become much more enthusiastic regulators. In some sense  
that is good for all of us. It prevents any one of us from going 
berserk and hurting everyone else. So in that sense, yes, we  
need more regulation. But it is not easy for a nation to enforce  
its regulations on companies operating in another territory. The  
US Government will implement whatever regulations it desires  
for the US, but it cannot dictate how the subsidiary of a US 
company should operate in India. What we need is for all the  
nations to come together and establish minimum standards for 
worldwide regulation. And we need them in every field, not just  
in the financial sector.

What advice would you give an entrepreneur with aspirations to 
build a global business?
First I would say that he or she should look for an idea whose 
value to the market can be expressed in a simple sentence. Not 
a complex sentence, not a compound sentence. No ifs, no buts, 
no neverthelesses. Second, the market should be ready for the 
idea. The entrepreneur must make that assessment. Third, the 
entrepreneur should put together a team which brings together 
people with complementary strengths — people who know finance, 
people who know human resources, people who know technology 
and people who know marketing and sales. These people must 
work according to an enduring value system. Entrepreneurship is a 
marathon, not a sprint. Without such an enduring value system, the 
entrepreneur will not be able to run the marathon. 
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2Global trend

Key questions for  
global companies:
 •Climate change brings opportunities and risks for almost  
all industries. Is your business aware of — and actively 
monitoring — the far-reaching effects this trend is likely  
to have?

 •Do you understand the effect that adopting a cleantech 
strategy will have on your operational efficiency and your 
ability to reduce costs?

 •Do you understand the impact that impending regulatory 
changes is likely to have on your business?

 •Will resource scarcity directly affect your business or others 
in your supply chain? What are you doing to mitigate potential 
cost pressures in this area?

 •A number of jurisdictions have focused stimulus spending on 
cleantech, and this is likely to be a significant growth sector  
in the future. What opportunities are there in your industry  
to capitalize on the growth?

 •While CEOs and government leaders alike will be affected 
by the global forces of a growing world population, rising 
consumption and a dwindling supply of natural resources,  
how do you navigate this transformation to ensure that  
you’re one of the winners and not one of the losers?
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In a global marketplace, “green” may well become the new global language. Worldwide, 
the pace of legislation and policy initiatives focused on green issues is clearly picking up. 
Between July 2008 and February 2009, for example, 250 climate-change regulations 
were enacted globally as governments, both emerging and developed, hastened the 
implementation of policies to support clean technologies (cleantech). Mandatory standards 
on efficient energy consumption, biofuels, vehicle emissions and eco-labeling are going  
into effect in greater numbers than in previous years.

The public sector’s resource efficiency initiatives are not solely aimed at helping the 
environment: they have strategic goals as well, such as national security, job creation, 
and the positioning of domestic markets as the leaders of the “industries of tomorrow.” 
Similarly, leading corporations are recognizing that sustainability efforts are not just  
good citizenship — on the contrary, they are critical drivers of competitive advantage.  
In their efforts to decrease dependency on fossil fuels and reduce environmental damage, 
companies are reviewing their supply chains, reducing carbon footprints and developing 
green products. Increasingly, organizational responses to resource efficiency and 
sustainability efforts are becoming a deciding factor in business performance. A recent 
study by A.T. Kearney (“Green” Winners — The Performance of sustainability-focused 
companies during the financial crisis, 2009) reports that the stock prices of companies 
committed to sustainability outperformed their industry averages by 15%. 

Companies will spend more on cleantech
Corporations view cleantech as one of the key enablers of the resource efficiency and 
sustainable growth agenda. In a 2009 Forbes/Ernst & Young survey of 308 corporate 
executives worldwide, nearly 55% of the respondents indicated that recovering from  
the current crisis would speed the implementation of their company’s cleantech  
strategy. The majority of respondents expect their firms to spend at least US$10m  
on cleantech investments by 2010, with 22% predicting a cleantech spend of at least 
US$100m. The largest corporations are leading this wave of activity, with spending  
on cleantech climbing as high as 5% of annual revenues. Indeed, consumer products  
and other industries with high energy consumption are setting the pace for  
cleantech spending.

Increasing focus on 
resource efficiency 
and climate change
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Legislative complexities abound
Countries are evolving at different rates in terms of their climate-
change agendas. Given the differences across jurisdictions, it is 
important to understand the regulations in each of the jurisdictions 
in which a business may have operations. It is equally important 
to recognize the complexity of the regulations not only in different 
countries but within a single country. For example, in the US and 
Canada, in the absence of a comprehensive national strategy, 
several states and provinces have introduced their own legislation 
to combat climate change. As a result, organizations with multiple 
locations in a single country need to do their homework at both 
national and local levels.

Similarly, organizations doing business in an EU country like 
Germany or France will need to keep track of country-specific 
regulations as well as the broader regulations of the EU. All these 
differences will have implications for customers, supply chains and 
business models. In some cases, legislation has already had a  
direct financial impact on some organizations. 

Pouring oil on troubled waters
The depletion of natural resources, coupled with the significant 
scale and speed of growth in the developing world, is expected 
to have a critical long-term impact on global markets. Resource 
shortages have real, tangible and wide-ranging impacts. To take 
just one example, the growing scarcity of fresh water has driven 
government studies in New Zealand, Australia and Canada, and  
has become a matter of great concern in the Middle East and  
other regions. Water scarcity is driven by rapid urbanization, 
population growth, climate change, energy production, agriculture 
and contamination, and is a huge source of tension among  
Israel, Palestine, Jordan, Syria and Lebanon, exacerbating existing 
political tensions in the region. The United Nations has warned  
that nations need to work together to avoid a global water crisis, 
saying that the water sector has been plagued by a chronic lack  
of political support, poor governance and underinvestment.  
Russia has 20% of the world’s fresh water resources, making it 
second only to Brazil. In 2009, Prime Minister Vladimir Putin 
announced plans to invest over US$20b in managing its  
water resources and infrastructure upgrades. Worldwide, the 
US$500b water market is emerging as the major new cleantech 
opportunity as scarcity drives demand for treatment  
and desalination solutions.

Another example is oil. Not unexpectedly, fierce competition  
for oil supply will result in the emergence of new power brokers  
over time. The U.S. Energy Information Administration expects  
that non-OPEC petroleum supply growth will surpass that of  
recent years because of the large number of new oil projects 
expected. In fact, the largest contributions to non-OPEC supply 
growth over the next two years are expected to come from Brazil, 
the US, Azerbaijan, Russia, Canada and Kazakhstan. Over time, 
emerging oil-producing countries will greatly decrease reliance  
on OPEC.

Governmental actions today anticipate serious resource  
scarcity down the road. There is increasing investment in energy 
and non-energy commodities driven by the unpredictability of 
securing resources for the future. Much of this activity is predicated 
on the view that “scarcities of strategic resources, including 
energy, food, and water already exist, and some experts predict 
that demand will start to exceed supply in 10 years” (Global 
Trends 2025: A Transformed World, National Intelligence Council, 
November 2008). Although domestic governments have made 
vigorous efforts to tackle resource efficiency, it is widely agreed 
that global coordination is a fundamental element to address it 
effectively. Such coordination, however, will continue to  
be challenging. 

2 Global trends 2010: increasing focus on resource efficiency and climate change 

Source: Cleantech matters, Ernst & Young, 2009-2010
Note: Based on a survey of 308 corporate executives worldwide

Estimated corporate spending on cleantech in 2010

US$10m to $49.9m  
32%

US$5m to 
$9.9m

17%

Less than  
US$5m

10%

More than US$500m
6%

US$250m to  
$499.9m

6%

US$100m to 
$249.9m

11%

US$50m to 
$99.9m

19%
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If ever there was a megatrend, 
it is the global move toward 
resource efficiency and a low-
carbon economy. But adopting 
clean technologies requires far-
reaching changes in business 
and consumer behavior, 
as well as major business 
model innovations, notes Gil 
Forer, Ernst & Young’s Global 
Cleantech Leader. Below, he 
offers his insights on some  
key issues:
The forces driving cleantech: The move 
toward a more resource-efficient and low-
carbon economy is tied to six long-term 
trends that have been in place for a while 
now: world population growth; increasing 
consumption among the middle-class 
population in emerging markets; scarcity 
of natural resources; energy security 
concerns; rising energy and commodity 
prices; and the complexity of climate 
change. These forces are transforming  
how the world’s natural resources — 
especially energy and water — are being 
produced, distributed, stored, managed 
and consumed. Cleantech is the technology 
and business model innovation that 
enables this massive transformation.

The flashpoint: We don’t know if there will 
be a single “Netscape moment” — a point 
in time that we can all, in hindsight, agree 
was the point at which everything changed. 
More likely, this will be a gradual process. 
But it is nevertheless real. For example, 
some experts indicate that if the world 
does not change the way it generates and 
consumes energy, we will reach peak oil 
within 10 to 15 years. Remember that 
middle-class people in China, India and 
other large developing countries want 
plasma TVs, cars and every other luxury 
that consumers in the developed world 
expect — including the same quality and 
quantity of food. This simply is not feasible 
unless the global resource issue  
is addressed.

Challenges of implementing cleantech: 
From the standpoint of adopting clean 
technologies, companies must understand 
the technologies that are available today 
and their potential impact on the business. 
What are the costs vs. the benefits? How 
can these new technologies be integrated 
into existing systems? And, perhaps most 
important, how will a company’s cleantech 
strategy fit with its overall response to the 
transformation to a more efficient and low-
carbon economy, including the business 
response to climate change? 

The role of governments: The various 
stimulus plans that were introduced in 
the US, China, South Korea and other 
countries had significant allocations for 
cleantech. We have also seen much new 
cleantech-related legislation around the 
globe in the least two years. Policies are 
usually a combination of a carrot and a 
stick. The stick is what people often refer 
to as a carbon price, which will emerge 
when governments introduce taxes and 
other mechanisms that put an economic 
price on carbon. The main point is that  
we have to change consumer and business 
behavior, and governments are the only 
entities that can do this to the degree  
that is needed.

Likelihood of global coordination:  
I think it is likely. In the past, admittedly, 
politics has gotten in the way. But the  
fact is that no single government or 
country or company will be able to tackle 
this problem alone. Many argue that the 
more resource-efficient and low-carbon 
economy will have an impact that is 
between four to six times greater than that 
of the internet. Managing a transformation 
of that scope is just too big a job for 
one country to do by itself. Remember, 
competitive advantage is not a zero-sum 
game. We can’t retreat into our standard 
geopolitical silos. The challenges we face 
do not recognize borders, which makes 
them the ultimate global challenge. 

Viewpoint 

Gil Forer

“The unprecedented transformation to a more 
resource-efficient and low-carbon economy 
requires the global cooperation of governments, 
corporations and entrepreneurs.”
Gil Forer, Global Cleantech Leader, Ernst & Young

The ultimate global challenge
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The storm that battered the financial industry over the past two years has blown over, but its 
legacy will be heightened regulation and restructuring of the sector. Lower capital availability 
will change the emphasis of private equity and raise the cost of borrowing for companies.

A number of banks and other financial institutions have already been forced to restructure. 
Goldman Sachs and Morgan Stanley have become commercial bank holding companies in 
order to take deposits. Some banks and insurance companies in the US and UK have been 
nationalized; others, such as UBS, have divested significant overseas assets to strengthen 
their balance sheets. There has been significantly less structural turmoil in Asia as 
government ownership was already well established.

Expect new rules from governments and regulators
Governments now own significant stakes in a number of financial services institutions 
and, while exits may be on the long-term agenda, they are unlikely in the next few years. 
The consensus is that legislators in the US and Europe will converge around a form of 
institutional “living will” proposal. This requires large institutions to draw up plans for their 
own dissolution in the case of difficulties.

Political attention has focused on bankers’ pay, and limits have been imposed. The US, UK, 
France, Germany, Australia and Sweden have taken certain measures to limit executive pay 
at firms receiving government bailouts. The UK has recently unveiled an increased marginal 
tax rate of 50% on bankers’ bonuses over £25,000.

Key questions for  
global companies:
 • Credit is likely to remain limited for some time as financial institutions adapt to tighter 
regulation and governments begin to reduce their stimulus packages. More broadly, 
uncertainty remains about the pace and shape of the recovery. Is your business prepared 
for a slow recovery with limited access to credit?

 • Are there any strong, cash-rich players in your industry for whom you may be an 
acquisition target? Or are you in a position to make any opportunistic acquisitions?

 • Has your business fully understood the implications of the restructuring, collapse or 
consolidation of certain financial institutions?  

 • For businesses in the financial sector: is your business strategy still relevant in the  
new landscape? 

The transformed 
financial landscape
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3 Global trends 2010: the transformed financial landscape 

The post-crisis world will impose greater regulatory reporting requirements, stricter  
capital requirements and changing tax structures on financial institutions, including  
non-banking operations such as private equity firms and hedge funds. The EU has  
drafted a Directive on Alternative Investment Fund Managers, aimed at hedge funds and 
private equity firms. There is likely to be a flow of talent away from banks and toward 
alternative investment companies that escape the most severe regulations. Similarly, 
bankers are likely to move toward territories such as Singapore or Geneva that have a 
lighter-touch regulatory approach.

Changes will affect both Wall Street and Main Street
In the run-up to the financial crisis, the ready availability of money in the Western 
economies led to a systematic increase in leverage. Leveraged buyouts became the  
norm in mergers and acquisitions, consumer debt soared and corporate balance sheets 
shifted emphasis away from equity and toward debt. Following the crisis, leveraged  
buyouts multiples will shrink from the highs of 18 x EBITDA to comparable historical  
levels of 6-8 x EBITDA.

Reduced trade imbalances, slower cross-border capital flows and higher banking capital 
requirements will increase the cost of capital on both Wall Street and Main Street. Higher 
capital costs will reduce investment and GDP growth. Businesses will need to focus more 
sharply on rightsizing their operational and capital base and on being more innovative in 
finding sources of financing and structuring deals. Cash-rich emerging market companies 
may step up their acquisitions in developed markets.

Private equity (PE) firms will undergo fundamental changes. For the last 10 years, these 
firms have engaged in a financial arbitrage between debt and equity costs by increasing  
the amount of leverage in their acquisitions. The reduction in capital availability will  
remove this option from PE firms and reduce their appetite for mega-buyouts.

Hedge funds have suffered from both investor withdrawal, which reduced assets under 
management from US$1.8-1.9t in 2007 to US$1.3-1.4t in 2008, and a reduction in 
leverage, which reduced total investable assets by 66%, to US$2.4t. The hedge fund model 
has not been discredited by the crisis, and there is still significant interest in the higher 
returns and lower volatility that hedge funds promise, so a fundamental restructuring of 
the hedge fund industry remains unlikely. 

The post-crisis world will impose greater 
regulatory reporting requirements, stricter 
capital requirements and changing tax structures 
on financial institutions, including non-banking 
operations such as private equity firms and  
hedge funds.

Looking outward:  
the future of 
financial	services
In times of crisis, it’s tempting  
to focus inward. But according  
to Tom McGrath, Financial 
Services Leader, Europe,  
Middle East, India and Africa, 
Ernst & Young, there’s a better 
way — developing globally 
consistent regulation. Below, he 
shares his perspectives on how 
to keep the big picture in mind.

How would you characterize the 
environment for financial services today?
Tom McGrath: A long era of easy access to 
cheap credit and liquidity has come to an 
end. We have witnessed unprecedented 
intervention by central banks and 
significant efforts by policy-makers to inject 
liquidity and capital into the banking system 
through such programs as the Troubled 
Asset Recovery Program (TARP) in the US 
and the Asset Protection Schemes (APS) in 
the EU.
 
At the same time, bodies such as the G-20, 
the Financial Stability Board and the Senior 
Supervisory Group continue to address 
improved risk management practices 
for financial institutions. Also, various 
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Tom McGrath

initiatives are under discussion at national 
and international levels on restricting 
such practices as proprietary trading and 
dealing in complex derivatives. Banks are 
no longer deemed trustworthy and are a 
frequent target of the media and the public. 
The question emerges, how do banks 
drive an appropriate level of return in an 
environment that is no longer “business  
as usual”? 

What role can institutional boards play 
in enabling change that responds to the 
current environment?  
Boards can help in many ways, but risk 
governance is probably the most prominent 
issue on the their agenda. Since the early 
days of the financial crisis, executives 
both within and outside the industry have 
highlighted the need for boards to improve 
in this area. At Ernst & Young’s Financial 
Directors Summit held in the fall of 2009, 
participants identified four imperatives 
for boards to tackle as they addressed risk 
governance. First, board leaders need to 
actively challenge management on whether 
the institution has the necessary resources, 
including financial and human capital, to 
successfully execute the firm’s strategy. 
Second, bank boards need to be more 
involved in their firms’ decisions around 
risk appetite. Third, boards need to redefine 
the parameters of their risk governance 
responsibilities — in areas such as capital 
allocation and risk-adjusted compensation. 
Fourth, directors need high-quality 
information to build their knowledge of risk.

Innovation has been criticized in some 
circles as contributing to the financial 
crisis. What is your view?
While some innovation is not good — 
Collateralized Debt Obligation Squared, for 
example — not all innovation is bad. Most 
innovation – for example, securitization, 
individual retirement accounts and world-
class payment facilities — are forces for 

good. Do companies and boards need 
better screening mechanisms to vet 
innovations before they go to market? 
Absolutely. As we look to a new era in 
industry supervision, we need to keep in 
mind that regulation, at its best, provides 
safeguards, but at the same time promotes 
innovation. At its worst, when it’s heavy-
handed or introspective, regulation risks 
hampering economic growth – by stifling 
entrepreneurship or promoting short- 
term national interests in place of the  
greater good.

There is widespread agreement that the 
market landscape for financial services  
is being reshaped as an after-effect of 
the credit crisis. What market trends do 
you see? 
Consolidation activity will increase. Already, 
those institutions that emerged relatively 
unscathed from the turmoil are considering 
whether the time is right to go on the 
offensive through acquisitions. Ironically, 
these entities, which were criticized before 
the credit crisis for being too conservative, 
have come out as winners with greater 
reserves of liquidity and capital.  

As institutions seek to reshape their 
business models, there will be many carve-
outs and divestitures. One factor is the 
broadening scope of regulation, which will 
propel institutions to make decisions about 
whether they want to continue certain 
businesses. For example, many banks are 
selling their asset management businesses, 
and because of the restrictions on bonuses, 
how will banks deal with the ability to 
attract and retain talent, in particular in 
their investment banking operations?  
Before the crisis, the financial services 
industry was seen as a worldwide growth 
business. Significant growth in the future 
will be concentrated in the emerging 
markets. In dynamic economies such as 
China and India, double-digit growth and 

increased consumer spending power will 
drive a critical need for expansion in the 
financial services sector. 

What are the most important lessons to 
emerge from the financial crisis?
The worldwide fallout of the credit crunch 
was the most dramatic proof of the 
interconnected nature of the market, and of 
course, market risk. The potential  
for worldwide systemic risk demands 
a more integrated approach to risk 
management by both public and private 
sectors. In addition, we’ve learned that  
the biggest risks facing the world today  
may be from “slow failures” or “creeping 
risks,” where the long-term implications  
of major shifts — such as demographic  
and geopolitical changes — have been  
vastly underestimated.

Although we live and work in a global 
economy, regulation is still largely  
legislated at a national level. Consequently, 
in the future there will be higher levels of 
liquidity and capital trapped within national 
borders increasing the cost of credit. 
Despite their disadvantages, old habits die 
hard; there’s a temptation to look inward 
and lose sight of the global picture. Today, 
we have a huge opportunity to use the  
crisis to develop globally consistent 
regulation. We must recognize that global 
problems require global answers. 
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The worldwide financial collapse has brought a longstanding debate 
to the forefront: to what extent should governments intervene 
in the private sector? Clearly, the “efficient market” theory — the 
belief that loosely regulated markets always make correct decisions 
and that governments should stay out of the way — has been 
tarnished. But that doesn’t mean that the public sector has become 
the villain. Rather, its relationship with private industry will continue 
to be close, but with greater and more nuanced variations.

In the developed economies, the extraordinary fiscal and monetary 
measures taken over the past 18 months were specifically designed 
to repair the financial system, and governments’ intent has been 
to return to basic free-market operations as soon as possible. Yet 
political and philosophical differences concerning the specific role 
that government should play in the economy will continue to exist and 
will be reflected in policy decisions. Likewise, the future of emerging 
market economies is not a monolithic one. In general, emerging 
market economies have not been moving toward a position of even 
greater state control (even during the current crisis). Significant 
renationalization of industry has not taken place. Some emerging 
markets will likely take a mixed economic approach, keeping certain 
features of state capitalism intact while at the same time making 
liberalization efforts necessary for growth and globalization.

Timing of exit remains uncertain
Governments took an unprecedented number of emergency 
measures in the wake of the financial crisis. Monetary policy was 
deployed as a first line of defense, driving policy interest rates in 
many countries, including the US, UK and Japan, close to the zero 

Increased role of 
government in the 
private sector

4Global trend

Key questions for  
global companies:
 • What impact will the changing regulatory environment in each 
of your markets have on your business? For instance, some 
jurisdictions may favor domestic players, creating additional 
challenges for international firms.

 • Is your industry sector affected by state stimulus spending? Has 
your business taken advantage of any opportunities that stimulus 
spending presents?

 • Have you evaluated your company’s tax positions in light of 
changing legislation and the renewed focus in many jurisdictions 
on compliance?

 • Have you forged the necessary relationships with government 
leaders and regulators — particularly in emerging markets where 
state involvement in business is high? 

 • Does the increasing global presence of cash-rich, emerging 
market state-owned enterprises (SOEs) change the competitive 
landscape for your business? How will you respond? 

nominal interest rate floor. Massive fiscal spending took place, 
although the size, composition and timing of spending varied 
considerably. Stimulus plans across the G-20 also targeted specific 
sectors; for example, US stimulus spending favored infrastructure, 
health care and education, whereas China targeted major 
infrastructure, housing, technology and the environment. 





20 Business redefined

4 Global trends 2010: increased role of government in the private sector
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Survey question: Are people better off in a 
free-market economy?
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Source: Pew Global Attitudes Project Survey, 2009
Note: Survey of more than 200,000 respondents in 55 countries

“Agree” combines “completely agree” and “mostly agree” responses.

In the developed countries, these extraordinary measures show the potential to have  
long-term negative consequences — for example, large stimulus packages have contributed 
to significant budget deficits in some nations. As economic recovery begins, debate over 
the nature and timing of governments’ exit from these emergency measures is heating  
up. A premature departure from accommodative monetary and fiscal policies could stall  
or derail recovery. On the other hand, prolonged use of accommodative policies could  
lead to inflation and (or) another asset bubble (as excessive liquidity finds its way into 
speculative activity).

The G-20 agreed upon a set of exit strategy principles in November 2009. The pace of  
policy adjustment and removal of financial support will need to be based on the strength of 
recovery in private demand in each country, as well as financial system stability. The G-20 
has concurred that the timing of exits should be country-specific, but that coordination 
on some fronts (e.g., taxation, removal of bank guarantees) is desirable. Full government 
extrication from emergency fiscal and monetary support will take several years. 

State-owned firms dominate some sectors
While the long-term trend has been toward liberalization of the economy in key emerging 
markets like Brazil, Russia, India and China an enormous amount of wealth remains 

concentrated under state control. This is 
not likely to change any time soon. In fact, 
SOEs, as well as state-directed and state-
favored companies, are becoming both 
larger and more globally competitive.

Important industry sectors continue to be 
dominated by state actors. The 13 largest 
oil companies (as measured by reserves) 
are owned and operated by emerging 
market governments and together control 
more than 75% of the world’s oil reserves 
and production capacity.

But free markets are  
still favored
While state capitalism has shown the  
ability to create quick economic growth, 
questions remain about its utility as a 
model for long-term, sustainable growth. 
Fundamentally, the politicization of credit 
decisions has a propensity to lead to 
a misallocation of capital and tends to 
crush entrepreneurship, which has always 
been the engine of growth in free-market 
economies. 

Moreover, positive attitudes toward free 
markets continue to run high in countries 
with state capitalist economies. The 
percentage of people in leading emerging 
markets who believe that people are better 
off in a free-market economy is higher (and 
increasing at a faster rate) than in many 
Western democratic countries. The 2009 
Pew Global Attitudes Project Survey reveals 
that, even taking into account negative 
outcomes from the global recession, 
positive views of the free market have been 
steadily rising in both China and India, and 
surpassed those of the US and UK in 2009 
(see chart).  
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“Governments have to be careful that in
trying to provide some cover for their domestic 
constituents, they don’t lapse into protectionism 
that could actually squelch economic growth.”

   Beth Brooke, Global Vice Chair, Public Policy, Sustainability and Stakeholder Engagement, Ernst & Young

The worldwide economic crisis has pushed 
governments to become more involved in the 
private sector. But as the recovery continues, 
the public sector itself will undergo significant 
transformation, according to Beth Brooke,  
Global Vice Chair, Public Policy, Sustainability  
and Stakeholder Engagement, Ernst & Young.

“Rising fiscal pressure will push governments to raise revenues 
and become more efficient,” Brooke points out. “The level of 
public debt in many countries is rising quickly, while revenues 
are falling. Governments are looking to raise revenues through 
new tax initiatives and better enforcement, with a particular 
emphasis on international cooperation. Governments also need to 
improve their bottom lines while meeting the rising expectations 
of taxpayers for improved services. For those reasons, we expect 
to see massive public sector reform initiatives, many of which are 
already under way.”

Brooke observes that the public sector also will make efforts 
to balance the need for global cooperation with the need to 
support domestic economies. Many financial initiatives may 
have repercussions both locally and internationally. “Several 
national governments, including the UK, France, the Netherlands 
and Austria, have set domestic lending targets for banks that 
received public funds,” Brooke says. “This has depressed cross-
border lending. National governments are also directing credit 
to priority sectors, setting up the potential for overcapacity once 
the economy recovers. Some governments also have imposed 
capital restrictions and higher capital requirements and capital 
charges for foreign banks, and these measures have led some 
multinational corporations to move their assets back home.”

For many governments, juggling various priorities will prove 
challenging, she adds. “Governments have to be careful that in 
trying to provide some cover for their domestic constituents, 
they don’t lapse into protectionism that could actually squelch 
economic growth.”  

Governments face conflicting priorities

Viewpoint 

Beth Brooke
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In the information economy of the 21st century, accurate decision-
making will depend on instant access to relevant data — and 
advanced technology is rapidly making that possible. Sophisticated 
analytics tools, increased connectivity and new digital platforms 
will give businesses unprecedented opportunities to boost their 
competitive advantage.

Emerging markets will begin to dominate this sector, leapfrogging 
legacy technologies and gaining an edge in technological 
innovation. At the same time, businesses worldwide will have  
more freedom in choosing and using technology, with the ability  
to outsource more of their technology needs and purchase 
technology services as needed.

Analyze this
In the financial reporting and analysis arena, eXtensible Business 
Reporting Language (XBRL), a standard format for communicating 
business and financial information electronically, is creating a 
wealth of financial data that is portable and analyzable. XBRL is an 
important part of the growing focus on transparency in financial 
reporting. Open-source programs, along with simple “cube” 
analysis (multi-dimensional analysis) and new professional-grade 
tools, are dramatically increasing the ability of businesses to 
leverage data.

As databases grow and tools improve, there is an increasing 
recognition of the value of analytics in creating competitive 
advantage beyond traditional market research. Organizations are 
looking at ways to apply analytics to new areas of their business. 
Analytics is finding applications even outside the world of pure 
data: video surveillance is moving from forensic-only capability to 
exception-based event monitoring, enabled by video analytics.  

The next evolution 
of technology 

5Global trend

Key questions for  
global companies:
 • Does your business understand the best way to use the 
information and metrics it has (such as data about customers  
or performance)? Are you or your competitors considering using 
analytics to provide a competitive advantage in this area?

 • Are there ways in which your business could use technology  
to reduce cost? Have you looked at options such as using  
video conferencing to reduce travel costs or cloud-computing  
and remote access to reduce in-house data storage and  
facility requirements, thereby increasing workforce mobility  
and flexibility?

 • As new technology hubs develop in the emerging markets,  
are there opportunities for your business?

This technology can have productivity or security applications,  
such as monitoring traffic, equipment usage or suspicious behavior. 
For example, data analytics can provide real-time reports on traffic 
patterns and points of congestion.

Fast forward to digital platforms
New digital platforms will reshape entire industries. Although 
the technology for video conferencing has been adopted at 
the consumer level, vendor inroads into businesses have been 
modest so far. But improving data compression algorithms and 
network infrastructure, along with the cost benefits associated 
with telepresence will increase adoption of digital platforms, over 
time. Free services like Skype and the availability of computers 
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5 Global trends 2010: the next evolution of technology

Join the crowd
By Christopher L. Tucci
A digitally networked world offers the unique ability to broadcast a problem to a  
large group of people or community (called the “crowd”) and call for solutions.  

“Crowdsourcing”  — the term was coined by Wired magazine writer Jeff Howe in 
2006 — has produced some interesting results already and will undoubtedly get bigger 
with time. For example, Facebook, which was entirely in English at first, recruited its  
own users to translate its pages into different languages. The process was highly  
efficient: Facebook launched a complete Spanish site in just a few weeks, and repeated 
the process with many other languages as well. It also incorporated an automated  
quality-control element by asking users to vote on which translations were the best, 
raising the overall translation quality.

Another great crowdsourcing example is the Netflix prize. Netflix offered US$1m to 
anyone who could create a computer algorithm that improved the accuracy of its movie 
recommendations by 10%. Within a year the company had received more than 20,000 
submissions and seen an improvement of more than 8.5%; within three years, a team 
of technology experts had met the target and won the prize. Netflix makes better 
recommendations now than it did before, so it reaped a clear commercial benefit. This 
kind of large-scale crowdsourcing initiative is in its infancy, but it’s a trend that is really 
going to take off. 

Companies can also do “internal crowdsourcing,” which means tapping the knowledge 
base of their own employees. This can be done using traditional techniques, such as 
ratings and feedback on R&D projects or a virtual suggestion box, or it can take a  
radically different approach, such as creating an “idea exchange” or ”market for 
innovation.” The latter is a technique for evaluating the quality of ideas and predicting 
which are most likely to work and therefore deserve backing. It resembles a stock market 
(or a prediction market used to predict election outcomes), except that instead of stocks, 
people trade in ideas, using virtual currency. Popular ideas rise in price; unpopular ones 
drop. The price forms a kind of forecast about whether an idea is strong enough to merit 
continued investment. Again, this trend is in its infancy, but expect to see many varieties 
of crowdsourcing in the years ahead. 

Christopher L. Tucci is Professor of Management of Technology at the Ecole Polytechnique Fédérale de Lausanne 
(EPFL) in Switzerland. He has a doctorate from the Massachusetts Institute of Technology and was previously  
an industrial computer scientist at Ford Aerospace. He specializes in how firms manage technology to gain 
competitive advantage. 

with built-in video-conferencing capabilities 
will become widespread. The result will be 
that location will matter even less than it 
does today, potentially opening the door 
to increased global competition from firms 
that don’t have the resources to set up shop 
in lower-wage countries.

Companies can anticipate the debut of 
Digital Delivery 2.0 — as the first wave of 
media content digitization comes to an  
end, the scene is set for an explosion of  
new products, services and business 
models. Stay tuned for the growth of 
features like the next generation of video-
on-demand, technological convergence 
(offered by multifunction TVs, phones, 
tablets, computers and game consoles), 
digital music downloads and e-books.

New innovators, new 
business models
By leapfrogging technologies like telephone 
and cable landlines, emerging markets will 
be able to access productivity-enhancing 
technologies for a tiny fraction of the 
cost. Increasingly, more technological 
innovations — such as affordable mobile 
phones and laptops — will happen with 
emerging-markets consumers in mind. And 
the innovations themselves will increasingly 
come from emerging markets, including 
India, China and Russia, which aspire to 
become leaders in the global information 
technology market.

Technology outsourcing options and 
services will expand, allowing more 
businesses to take advantage of the 
flexibility they provide. Many of these 
options have become possible because of 
the growing popularity of cloud computing, 
which uses the internet and central 
servers to maintain data and applications, 
without users having to install or maintain 
a technology infrastructure. The cloud 
has propelled the growth of software as a 
service (SaaS) and thin clients (supported 
by virtual servers). SaaS started in the 

1990s, but only in the last few years has it become a meaningful option for businesses as 
vendors began providing online data access and application support at the enterprise level. 
SaaS continues the transition of IT services to a utility, reducing infrastructure involvement 
and cost and allowing companies to pay for only what they use.

Thin clients, of which netbooks could be viewed as a hybrid example, are also poised for 
growth. Their advantages include simplified software upgrades and increased security,  
and if cheap enough, they could speed up the move to SaaS. Virtualization is also 
supporting the thin client model by allowing a single machine to provide virtual desktops  
to several thin clients.  
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How will technology innovation drive 
growth over the next five years?
Patrick A. Hyek: The technology industry 
continues to innovate in overlapping 
waves that make connectivity, storage 
and information access “faster, smaller, 
cheaper” — and these waves have the power 
to transform business models and generate 
economic growth. More specifically, we see 
growth fueled by IT infrastructure options 
that lower barriers to market entry, create 
new distribution channels to open up new 
markets, and accelerate and expand the 
wired and wireless broadband networks 
connecting everything. Growth will also be 
fueled by web platforms that tap the power 
of social media. In short, over the next five 
years, the biggest changes from what we 
see today will be the implications of faster 
wired and wireless broadband networks and 
the availability of more digitized content 
(data, voice and video), resulting in the true 
anytime, anywhere access to communication  
and information.

Which demographic shifts are affecting 
the business of technology? 
The two big ones are greater consumption in 
emerging economies and the generational 
shift to a technologically savvy workforce 
and customer base. With respect to 
emerging markets, the key trend is the 
creation of an increasingly affluent middle 
class in the BRIC countries. The really good 
technology companies, even the start-ups, 
think of themselves in more global terms 
than they did 10 years ago, and have a 
higher awareness of what customers  
want worldwide. 

How will technologies change business 
and lifestyles? 
One general observation is that 
technologies that allow better access to 

information are transforming business 
and personal life — a trend that will 
continue. Voice-to-text capabilities have 
become increasingly more accurate and 
have the opportunity to significantly 
alter how we interact with the world 
around us, whether through our personal 
computers or our communication devices.  

Also, the internet employs several business 
models based on attracting one set of 
customers with free goods, and making 
money from another group through 
advertising. Facebook, Mint.com, Google 
and Skype are examples of this. This model 
is not new, but it will continue to evolve and 
potentially reshape other legacy businesses.

Innovation around information is 
transforming the technology industry and 
influencing non-technology industries as 
well. Large retailers are using customer 
data to assess customers’ needs through 
rapid experimentation and adjustment; 
healthcare providers have a single clinician 
overseeing units in different hospitals via 
remote video; sensors in your car help tell 
you where you are, sensors in your shoes tell 
you how far and fast you’ve run, and sensors 
in your washing machine tell you how much 
water is needed to clean the clothes. These 
trends all will deepen in the coming years. 

How will social networking change the way 
we live and work?
Social networking supports the creation of 
new kinds of information and collaboration 
via crowd sourcing. We see everything 
from chronically ill patients sharing coping 
strategies to peer groups that are evolving 
into arbiters of pop culture. Businesses will 
require systems and processes to make 
sense of this emerging information and act 
on it for purposes of product development, 

customer service and branding. One 
factor that’s driving the crowd-sourcing 
phenomenon is the generational divide. 
The younger, tech-savvy generation has 
embraced a more transparent lifestyle than 
older generations, and seems to have a 
different notion of privacy. There’s a dark 
side, though, because identify theft is 
growing fastest among the young.
 
Looking back five years from now, how 
will technology have changed the way 
business is conducted? 
The primary changes will stem from 
innovation related to information 
accessibility, and the creation of new forms 
of information driven by faster broadband 
and mobile “always on” connectivity. When 
new information mined from social networks 
meets inexpensive business-analytics 
software, companies in all industries will 
begin using the new knowledge created by 
these tools to increase the efficiency and 
flexibility of their operations and to adapt 
more rapidly to changing customer needs. 

The downside is that companies will face 
more difficulty protecting their proprietary 
information when ubiquitous business 
analytics software can reconstruct their 
secrets using information they are required 
to disclose — or information sourced 
innocently from crowds. This increasing 
access to information will intensify 
competition, and the global nature of 
broadband networks will give businesses  
the ability to compete in any region. 
Together, these factors will create 
a relentless march toward greater 
competition and will rapidly commoditize 
new products, services and even business 
models. In the resulting hyper-competitive 
environment, the key to prosperity will 
be the ability to make information usable 
quickly and to secure “A-level” talent 
capable of operating in a culture that not 
only identifies and reacts well to change, 
but also anticipates and creates it.  

Viewpoint 

Patrick A. Hyek    Christopher L. Tucci

Riding the wave of technological innovation
Innovation is the lifeblood of the technology industry. Patrick A. 
Hyek, Global Technology Industry Leader, Ernst & Young, discusses 
the impact of technology innovation on business and society. 
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Fostering a global 
workforce in  
dynamic times
There’s no doubt that a global and diverse workforce offers 
employers access to a vast range of talent, expertise and 
experience. At the same time, it poses unique challenges,  
including major demographic and geographic shifts. And the 
economic downturn has created something even more arduous: 
urgent social problems for which companies must swiftly deliver  
short-term responses.

Economic crisis slams retirement plans
One of the most pressing dilemmas for business is how to  
handle a burgeoning crisis in retirement plans, which have  
been under pressure in many countries from long-term 
demographic and economic trends such as population aging  
and shrinking labor markets. The economic slowdown has  
worsened pressures on the “three pillars” of retirement  
systems — government-sponsored social security plans, employer-
supported plans and personal savings/family support. This may 
cause many workers to delay retirement, straining  
already tight labor markets. Research in the past year has shown 
that older workers intend to remain in the labor force longer  
than originally planned: a multi-country study revealed that  
large numbers of prospective retirees plan to delay retirement  
in Australia (44%), the US (40%), Mexico (36%), France (28%)  
and the UK (23%).

Many government-sponsored social security systems have taken  
a beating, and repairing the damage will be difficult with tight  
public finances and aging populations. State support for  
individuals’ retirement incomes will shrink — and private  
employers are unlikely to fill the gap. Employer-supported 
retirement plans have lost trillions during the downturn.  
It is estimated that even with the upturn in markets in 2009,  
private pension systems in OECD countries have lost around 
US$3.9t since the beginning of the downturn. In the US alone, 
employers will need to contribute US$88b to their defined benefit 
pension plans in 2010 and a further US$145b in 2011. This will  
not only hurt companies’ bottom lines during the recovery, but  
it is also likely to accelerate a long-term trend of companies 
replacing defined benefit pension plans with defined contribution 
plans. When companies switch from defined benefit to defined 
contribution plans, they shift greater responsibility (and risk) to 
their employees to secure adequate retirement funding. The need 
to shore up funding levels will place a burden on already weakened 
businesses, accelerating a trend away from company-sponsored 
retirement plans.

Personal wealth won’t help either, weakened as it is by the twin 
downturns in the financial and housing markets. Individuals are 
increasingly responsible for planning and funding their retirements, 
and are increasingly unprepared for this burden.

6Global trend
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Key questions for  
global companies:
 • Does your business have a talent management plan that takes 
into account long-term trends such as globalization, inclusiveness 
and demographic changes? Are there cost savings or strategic 
advantages you could access through people management?

 • How significant an impact will the current economic environment 
have on your people management? Do you have a plan to manage 
these issues?

 • Is your business affected by any regulatory changes concerning 
executive compensation?

 • Has your business been able to balance short-term pressures 
(e.g., to reduce capacity) with the longer-term need to have 
a sustainable people model (such as recruiting into graduate 
positions and investing in succession planning)? 

Youth, minorities and migrants are 
hardest hit
The most vulnerable segments of the labor market have been 
disproportionally hurt by the recession. Youth unemployment 
levels have dramatically increased in the past year. For example, 
between September 2008 and September 2009, the increase in 
youth unemployment rates was at least twice as high as that for 
adults in 15 of the 23 countries in the Euro area. This has profound 
implications for the long-term labor outlook. Young workers 
locked out of the labor market may face damage to their future 
career prospects, while those who get jobs are likely to have fewer 
opportunities for advancement because of reduced turnover.
 
Minorities have also been affected by the recession in some 
countries. Minority unemployment has grown faster and is 
significantly higher than the norm, threatening to reinforce  
existing disparities between ethnic groups.

Migrant workers have been hurt, as the global recession has 
affected both host countries and home countries. The movement 
of new economic migrants has slowed; in many countries, there is a 
perception that immigrants are competing for scarce jobs, and this 
is leading to calls to tighten access to national labor markets. As a 
result, many nations have implemented policy changes that make 

it more difficult to recruit foreign workers, reduced the numbers of 
foreign workers that can enter, strengthened labor market tests and 
(or) have limited the ability of workers to change status or renew 
work permits.
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Transferring knowledge across generations
As the population ages in the developed countries and the so-called 
baby boomers begin to retire, companies stand to lose a wealth 
of accumulated business knowledge. To compound the problem, 
the younger workers who may replace the retirees tend to job-
hop — again jeopardizing business continuity. How can companies 
tackle this challenge? We asked Daniel W. Rasmus, an independent 
strategy consultant and author of the book Listening to the Future, 
to share his views on the subject.

“One option is to construct databases with pools of knowledge that can be accessed by 
employees,” says Rasmus. “But we’ll have to improve on the knowledge management 
model of the 1990s, where people were asked to put their ‘learnings’ into a database.  
That didn’t work because knowledge remains a form of power, and most people aren’t 
altruistic — and besides, even if they are altruistic, they don’t have time. Instead, we may 
reach a point where computers can passively watch what people are doing and record 
it. A lot of information is contained in unstructured data such as emails, chats and so on. 
Programs that monitor those communications may soon allow us to say, ‘People seem to 
be talking a lot about Topic X and exchanging documents related to it. We should codify 
this information to make it accessible to others in the future.’ In that way, unstructured 
data will become structured and more usable.”

Rasmus points out that mentoring provides another approach to knowledge transfer — 
especially what he calls “reciprocal” mentoring, which exploits the fact that what older 
employees know and what younger ones know is often complementary. Thus, Rasmus 
explains, millennials [workers under 25, also called Generation Y] can teach boomers how 
to create pages on Facebook or upload photographs to Flickr; in return, boomers can teach 
millennials what they have learned about how organizations work, how to navigate office 
politics and other knowledge that might be hard to communicate through a database. 
Reciprocal mentoring has the added benefit of giving millennials the feeling that they 
are learning something new, thereby increasing the likelihood that they will stay at the 
company for a while instead of moving quickly to another organization.

The odds that they will make a swift exit are still high, however, adds Rasmus. “One 
question businesses should ask is, ‘How can we retain younger employees? How do 
we rebuild the trust and loyalty that will keep them from going elsewhere?’ Loyalty is 
a huge issue with the millennials. They’ve seen their parents lose jobs through layoffs 
and outsourcing, and they don’t trust businesses not to do the same thing to them. But 
remember that job-hopping by millennials is a prediction; it hasn’t happened yet. If 
companies act in a way that rebuilds trust, they might be able to change how millennials 
will behave in the future.”  

Social inequality fuels 
furor over executive pay
The negative impact that the recession has 
had upon youths, minorities and migrants 
is deepening long-standing labor market 
disparities within many societies, and 
threatens to increase inequality levels that 
have been growing in many countries over 
the past few decades. In recent years, the 
gap has widened between the top strata of 
society and the lower levels, culminating 
in a public outcry against the stratospheric 
levels of executive pay. The economic crisis 
has highlighted the urgency of addressing 
this issue. 

There is evidence that companies 
themselves are beginning to look more 
critically at executive pay. A survey of US 
executive pay practices shows that 56% of 
companies have frozen or are considering 
freezing executive salaries, and that 40% 
have changed long-term incentive vehicles, 
with a majority adding in performance-
based components. Another survey of pay 
practices shows that 40% of companies 
surveyed in Asia had reduced executive 
bonuses and that most had adjusted the 
mix between fixed and variable pay to make 
pay more sensitive to risk outcomes. A 
survey of Canadian companies shows that 
70% have taken some action regarding base 
salaries, bonuses or long-term incentive 
plans to keep their executive pay in line with 
the current conditions. More important, 
white-hot public outrage on this issue has 
spurred many governments — such as those 
of the US, UK, France, Germany and Hong 
Kong — to adopt policies to restrict some 
pay practices.  
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Viewpoint 

Sam Fouad           Daniel W. Rasmus

Point of view: your workforce is  
a strategic asset
By Sam Fouad, Global Managing Partner, People, Ernst & Young

The key thing companies should be doing now is to view their 
workforce as a strategic asset and engage with their people  
so they feel they have a stake in what’s happening with the  
business — not just in the end results, but in the process. There will 
then be a ripple effect beyond the workforce because customers 
will feel that employees are engaged. Companies can’t hope to 
achieve this until they realize that they are operating in a dynamic 
and global environment. 

Businesses are naturally preoccupied with the aftermath of the 
economic crisis, but there are many longer-term issues that they 
should be looking at. Two major shifts are taking place. First, there 
is a geographic shift of wealth, power and influence from West to 
East and North to South. As the workforce grows faster in emerging 
markets, educational systems and leadership development 
programs are being challenged to support that growth. We hear 
statistics about the number of students who graduate from Chinese 
and Indian universities each year, but the CEOs in those markets 
often have to review numerous résumés to identify a few qualified 
people with the desired mix of academic and technical ability and 
practical experience. To cope, companies in those markets often 
import experienced talent to supply managerial and technical 
experience that’s still developing locally. The role of the expatriates 
is to transfer knowledge and accelerate the readiness of the next 
generation of locally developed talent.

Second, there are generational shifts. In developed markets, the 
workforce is shrinking and senior people are being asked to stay 
on longer. In both developed and emerging markets, the younger 
generation has different expectations about how, when and where 
they work. Furthermore, they’re more comfortable with technology, 

and they expect to be allowed to use it on the job — for example, 
social networking for both work and personal purposes. These 
generational differences are as important as the geographic shifts 
of power and influence.

Cultivate diversity, flexibility and innovation

Another strong trend in workforce management will be to leverage 
differing voices and viewpoints to steer insight and innovation.  
In the evolution of leadership, diversity is not defined just by race  
or gender. Instead, it encompasses the whole human experience — 
age, culture, education, personality, skills and life experiences.  
Each organization must develop diverse leaders and teams that 
reflect larger global trends and client practices, to maximize 
creative potential and create competitive edge.

Whenever potential disruptions affect businesses on a local, 
regional or even global scale, there are workforce issues involved. 
The ability of companies to respond to these events gives a new 
dimension to the idea of flexibility. It’s important to recognize that 
flexibility is no longer solely about letting employees work how  
and when they like. It’s also about the employer saying to the 
employee, “We’re going to need you to be flexible in the way you 
work because we may ask you to change how you work in response 
to these disruptions.”

Managed effectively, cultural diversity offers the flexibility and 
creativity we need to confront forces challenging us: economic 
and social upheavals; major demographic shifts; globalization; an 
urgent need to innovate to renew economic growth; and increasing 
demands for diversity from a broad range of stakeholders. Leading 
companies have shown that visible benefits to the bottom line 
result from leveraging inclusive ways of thinking. We need to adopt 
a dynamic new approach to leadership, one that uses diversity as 
an essential tool to innovate and as a key element to achieve a 
cultural shift within organizations.  

“One possible scenario could be the emergence of ‘citizen 
regulators.’ Bloggers are already exposing more of companies’ 
internal workings, and their voices have been amplified by the 
ability of social media to communicate to audiences with an 
interest in the organization. You may start to see employees 
using these media to lobby for change in a way that they have  
not done before.”   

   Daniel W. Rasmus, Strategy Consultant and Author, Listening to the Future
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