Thriving in an
age of continuous
reinvention

As existential threats converge, many companies are
taking steps to reinvent themselves. Is it enough? And what
will it take to succeed?

.
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Twelve months ago, we reported that nearly 40% of global CEOs believed
their companies would no longer be viable in ten years’ time if they
continued on their current path. The reinvention imperative this implied
caught the attention of our clients, prompting thousands of conversations
between PwC partners and CEOs around the world. ‘Are we in the 40%

or the 60%?’ was a question many CEOs posed to themselves and their
top teams during or following these discussions. Almost invariably, as
they anticipated the magnitude of changes barrelling towards them, those
leaders concluded that they needed to be more transformative in their
approach if their organisation was to thrive in the decades ahead.

This year’s Global CEO Survey, the 27th we’ve conducted, suggests that the vast majority
of companies are already taking some steps towards reinvention. Yet even as CEOs attempt
meaningful changes to their companies’ business models, they are even more concerned
about their long-term viability. Although the 4,702 CEOs responding to this year’s survey
were more optimistic about global economic growth than last year, 45% of them are still

not confident that their companies would survive more than a decade on their current path.
Among the other key findings:

m The impetus to reinvent is intensifying. CEOs expect more pressure over the next three
years than they experienced over the previous five from technology, climate change and
nearly every other megatrend affecting global business.

m Survival-conscious CEOs among the 45% who are less confident of their company’s
viability are slightly more likely than other CEOs to have taken action aimed at reinventing
their business models. Small company chief executives are more likely than their larger
company counterparts to feel their company’s viability threatened.

m CEOs perceive enormous inefficiencies across a range of their companies’ routine
activities—everything from decision-making meetings to emails —viewing roughly 40%
of the time spent on these tasks as inefficient. A conservative estimate of the cost of that
inefficiency would be tantamount to a self-imposed US$10 trillion tax on productivity.
Generative Al, which about 60% of CEOs expect to create efficiency benefits, could help

relieve some routine burdens.
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m Four in ten CEOs report that they have accepted lower hurdle rates for climate-friendly
investments than for other investments—in the majority of cases between one and four
percentage points lower. This is clear evidence that some CEOs are willing to make
complex trade-offs as they strive to boost the sustainability of their businesses.

m Meanwhile, two-thirds of CEOs report reallocation of resources (financial and human)
of 20% or less year to year. The connections among reallocation, reinvention and
financial performance suggest that more aggressive reallocation—up to a point—is
required to succeed.

The stakes are high, but so is CEO awareness of both the urgency to change and the need
to deliver sustained outcomes for stakeholders and society. To clarify the nature of the
challenge and the opportunities associated with meaningful business reimagination, we’ve
organised this year’s report in nine sections under three themes:

The reinvention imperative: Reviewing the state of the economy and CEO anxiety
about the long-term viability of their business models

1. An enduring imperative to reinvent

2. Pressures and threats

Looming existential change: Examining the status of two megatrends—climate
change and technological disruption—which are poised to spur further reinvention

3. Planetary work in progress

4. The Al opportunity

5. The Al challenge

Your reinvention playbook: Outlining essential actions that companies can take in
order to jump-start continuous reinvention

6. Turn barriers into opportunities

7. Pinpoint your most important moves

8. Recalibrate expectations for climate priorities

9. Keep your antennae up
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The reinvention imperative

1. An enduring imperative to reinvent

Technological disruption, climate change and other accelerating global megatrends continue
to compel CEOs to adapt, as a whopping 97% of respondents to PwC’s 27th Annual Global
CEO Survey report having taken some steps to change how they create, deliver and capture
value over the past five years. During that span, 76% of CEOs took at least one action that
had a large or very large impact on their company’s business model. That finding reflects a
growing unease, as 45% of respondents doubted their company’s current trajectory would
keep them viable beyond the next decade—up from 39% just 12 months earlier.

The reinvention Imperatlve Question: If your company continues running on its
. current path, for how long do you think your business
appears to be accelerating will be economically viable?
2023 B 2024 59%

39%

10 years or less More than 10 years

Note: Percentages shown for a given year may not total 100 due to rounding.
Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.
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The intensification of CEO worries about corporate viability does not appear to reflect near-
term economic concerns. For example, CEOs are less likely than they were a year ago to
anticipate a decline in global economic growth, and much more likely to expect growth

will improve in 2024 (38% compared to 18% last year). Still, that doesn’t mean CEOs are
unalloyed optimists: slightly more CEOs expect the global economy to contract in the
coming year than expect it to improve. CEOs are also slightly less confident than last year

in their own company’s prospects for revenue growth, over both the next 12 months and
the next three years.

CEOS are tWice as ||ke|y -to Question: How do you believe global economic
growth (i.e., gross domestic product) will change,
expect the global economy to if at all, over the next 12 months?
improve this year compared to
last year
76% 7%

73%

Decline

Improve

Stay the
same

7% 7% 8%
5%

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.
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Your next move: Understand—and embrace —continuous reinvention. As the pressure
to adapt rises, more CEOs will prioritise big moves to support business model reinvention.
But although this is necessary, it’s rarely sufficient. PwC research finds that top companies
focus not only on their business model, but also on the operating and technology models
that enable it—and they do so continuously. The mindset change and management
challenges involved are huge. To win, leaders must consider a broader range of initiatives—
and apply them in combination (for example, investing in service partnerships to close
operating-model capability gaps and keep pace with technology advancements, which in
turn allows the company to focus on what it does best). The good news is the reward for

getting it right is also huge: winning companies capture a performance premium, measured

as the combined effect of profit margin and revenue growth, adjusted by industry, worth

more than 13 times that of their peers.

2. Pressures and threats

Another sign that the need to reinvent is rising is a notable increase in the pressure CEOs
expect over the next three years from factors that influence business model change.
Compared to the last five years, for example, CEOs expect changes associated with
technology, customer preferences and climate change, among others, to have a far larger
impact on the way they create, deliver and capture value. Only the impact of supply chain
instability declines in relative terms as CEOs look ahead to the next three years.
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The impetus -to reinvent Question: Please indicate the extent to which the

L. . following factors have driven/will drive changes to the
IS IﬂtenSIfyI ng way your company creates, delivers and captures

value in the last five years/next three years.

(Showing only ‘to a large extent’ and ‘to a very large extent’ responses)

Last five years . Next three years
56%
499
46% o 47%
42% 42%
38%
32% 30% 31%
27% 27%
22%
19%
Technological Change in Government Competitor Climate Supply chain Demographic
change customer preferences  regulation actions change instability shifts

Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.

The growing importance of trends like these stands in contrast to CEO perceptions

of exposure to several near-term threats, which have declined overall since last year.
Geographically, however, CEOs still see pockets of concern. Inflation remains the top
concern for CEOs in the United States, for example, despite receding in terms of expected
exposure for global CEOs overall. Similarly, geopolitical threats are still among the top
concerns for CEOs in Central and Eastern Europe, as well as the Middle East, despite
receding for global CEOs overall. This may be because companies have already been taking
measures to insulate themselves from the effects of some conflicts—and the full impact of
others is still unclear. In Western Europe, CEOs are most concerned about cyber risk over
the next 12 months—that’s especially true in France and Germany, where it’s perceived as
the top threat. US CEOs also rank exposure to cyber risk high on their list of concerns.
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Over the near term CEOS are Question: How exposed do you believe your company
. ’ will be to the following key threats in the next 12 months?
feeling less threatened

(Showing only ‘highly exposed’ and ‘extremely exposed’ responses)

2023 [l 2024
40%

31%

24% 24% 25%
Pl 21%
18%
14% 14%
12% 11%
g

Inflation Macroeconomic Cyber risks Geopolitical Climate change Health risks Social inequality
volatility conflict

Note: Exposure is defined as probability of significant financial loss.
Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.

Your next move: Understand how megatrends interconnect. By analysing the trends
that impact the region and industry in which a company operates, CEOs can start

to identify opportunities that make the most of a company’s strengths. Clustering

the trends based on commonality helps draw out their potential impact and identify
how they reinforce one another. Consider, for example, how technology and climate
change might interact with regulation and customer preferences to compel a wholesale

reconfiguration of our entire industrial system. CEOs will need to consider what

stakeholders really want and need —not just customers, but also suppliers, business
partners, investors, regulators and society at large. If you’re running an organisation
or supervising its management, the task at hand is to envision the future ecosystem
in which you intend to operate. Beyond understanding which types of companies

will perform what roles, you have to develop a clear view on how value pools are

going to shift.
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Looming existential change

3. Planetary work in progress

Among the megatrends pressuring CEOs to reinvent themselves, none is more important
than climate change. Here, CEOs report mixed success at meeting their stated objectives.
Roughly two-thirds have efforts underway to improve energy efficiency; another 10% report
completing such initiatives; and about half say they have work in progress to innovate
climate-friendly products and services. CEOs in Western Europe are more likely to have
energy efficiency and climate-oriented innovation initiatives in progress or completed. And

CEOs everywhere are accepting lower hurdle rates for climate-friendly investments, as we
will explore later.

However, too many CEOs report having no plans for a range of other climate actions. For

example, fewer than half of all respondents have incorporated climate risk into financial

planning—and nearly one-third have no plans to do so. That may be because CEOs have:

m already factored climate risk into their insurance profiles with respect to recent severe
weather events, without necessarily considering the long-term, chronic impacts of
climate change

m only looked at what’s within their own corporate boundaries without fully considering
the interdependencies in their supply chains.

Among the other climate actions that CEOs say they aren’t likely to take are two with
big societal implications. The first, upskilling or reskilling the workforce, is an important
part of ensuring a just transition to a net-zero economy. The second, investing in nature-
based climate solutions, will be vital if companies are to account for the surprisingly
high dependence they have on nature. In fact, PwC estimates that 55% of global GDP —
equivalent to about US$58 trillion—is moderately or highly dependent on nature.
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MOSt CEOS report prog ress Question: Below is a list of actions companies may

undertake related to climate change. Which of the

on decarbOﬂisation, bUt fewer following best describes your company’s level of
have p|anS for Other Cllma.te progress on each of these actions?

action

. We don’t plan to do this Planned, but not started . In progress . Completed

Innovating new, climate-friendly 19% 20% 51% 7%
products, services or technologies

Selling products, services

climate-resilience
Implementing initiatives to Cli
protect our physical assets/ 29% 21% I 5% g ;n:.ate
workforce from climate risk adaptation
Incorporating climate risk o
into financial planning 31% 21% 38% 7%
Implementing initiatives to o o o, o -
upskill or reskill our workforce 30% 23% 39% 5% Just transition
Investing in nature-based
gclimate solutions 36% 19% I 5% Nature

Note: Percentages shown may not total 100 due to rounding.
Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.

Decarbonisation

Your next move: Look to nature-based climate solutions. Although more climate
progress is required across the board, one particular blind spot may be nature-based
climate solutions. The accelerating decline of natural ecosystems, and insufficient
societal response, makes nature loss an increasingly urgent challenge that’s interrelated

with climate change. PwC estimates that the overall value of listings most exposed to

financial risk from nature dependence on 19 major stock exchanges is nearly US$45

trillion. It won’t be easy, but CEOs should look for possibilities to create nature-positive
business models that don’t just mitigate risks and strengthen financial returns but also
benefit society. Some companies may find opportunities to address climate priorities
and nature priorities at once. For example, reforestation can help capture emissions

while also enhancing biodiversity, directing capital to developing economies, and

supporting indigenous peoples and local communities.
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4. The Al opportunity

In addition to climate change, a second megatrend with systemic, existential implications is
technological disruption. Specifically, our survey looked at generative Al, which has all the
hallmarks of a technology that could significantly change how companies operate. It’s also
approaching a critical juncture, seemingly poised to transform business models, redefine
work processes and overhaul entire industries.

CEOs in this year’s survey appear to believe in both the fast pace of generative Al adoption
and its outsized potential for disruption. For example, over the next year, about half of CEOs
expect generative Al to enhance their ability to build trust with stakeholders, and about 60%
expect it to improve product or service quality. Within the next three years, nearly seven in
ten respondents also anticipate generative Al will increase competition, drive changes to their
business models and require new skills from their workforce. So far, experience apparently
buoys expectations. CEOs who say they have adopted generative Al across their company
(about one-third of our sample) are significantly more likely than others to anticipate its

transformative potential over the next 12 months, as well as over the next three years.

Although genera-tive Al adOptIOﬂ Question: To what extent do you agree or disagree
L. . with the following statements about generative Al?

and strategic integration has

been somewnhat limited, CEOs

anticipate greater impact ahead pisagree [l Agree
Last 12 months
Generative Al has been adopted across my company 51%
My company has changed its o
technology strategy because of generative Al 48% Sl
Next 12 months
Generative Al \:vill improve the qu.ality 26%
of my company’s products or services
Generative Al will enhance my company’s o
ability to build trust with stakeholders 30% 48%
Next three years
Generative Al will significantly change the way 18%
my company creates, delivers and captures value 8% 0%
Generative Al will require most of my 0
workforce to develop new skills 18% 69%
Generative Al will increase
competitive intensity in my industry 19%

Note: Disagree is the sum of ‘slightly disagree,” ‘moderately disagree’ and ‘strongly disagree’ responses;
Agree is the sum of ‘slightly agree,” ‘moderately agree’ and ‘strongly agree’ responses.
Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.
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Overall, CEOs anticipate many positive near-term business impacts from generative Al.
These include applications that increase revenues, such as through improved product quality
and customer trust, as well as those that boost efficiency. This trend is consistent with PwC’s
Global Risk Survey 2023, which found that 60% of respondents see generative Al as mostly

or fully an opportunity rather than a risk.

At a societal level, the effects of generative Al are still uncertain. Some of those efficiency
benefits appear likely to come via employee headcount reduction—at least in the short
term—with one-quarter of CEOs expecting to reduce headcount by at least 5% in 2024 due
to generative Al. Companies making early reductions to capture efficiencies in some areas
may already be offsetting them with hiring in others, as growth and revenue opportunities
become clearer. For example, although 14% of technology CEOs anticipate reducing
headcount in the next year due to generative Al, 56% of them also anticipate hiring in 2024 —
at a rate almost 20 percentage points higher than the global average in our survey. (Overall,
39% of CEOs expect their company’s headcount to increase by 5% or more in the coming
12 months.)

These findings drive home the need for CEOs to bring their people along when it comes to

generative Al. Being transparent, purpose-driven, and trusted regarding Al-related plans and
decisions can help employees who are wary of Al (and what it may mean for their jobs) feel
more comfortable experimenting—and innovating—with it. Ultimately, CEOs must embrace
this as a new facet of their role: understanding, explaining and managing the inevitable
tensions between short-term job losses and long-term job creation potential from Al.

CEOs anticipate generative Al will deliver ~ Question: Townat extent wil generative

Al increase or decrease the following in

S|gn|f|Cant tOp al’]d bOttom ||ne beﬂefItS your company in the next 12 months?

. Decrease (by 5% or more) Little to no change (within 5% change) . Increase (by 5% or more)
e T e atwor B 28%
il E %
profitabitty  [J-3% 47%
Revenve  [:2% 52%

Note: Percentages shown may not total 100 due to rounding.
Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.
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One in four antICIDa-te reducing Question: To what extent will generative Al impact
, headcount in your company in the next 12 months?

headcount by 5% or more in

2024 due to generative Al

(Showing only ‘decrease by 5% or more’ responses)

Media and entertainment 32%

Banking and capital markets 28%
Insurance 28%

Transportation and logistics
Global 2

Telecommunications

Business services

N

Chemicals 4%
Retail 24%

Asset and wealth management 24%
Forest, paper and packaging 24%

Consumer 23%

Automotive 22%

N

Power and utilities

Energy 21%

Manufacturing 21%

Pharma and life sciences 20%

Private equity

Healthcare 18%

Real estate 18%

Hospitality and liesure 18%
Metals and mining 14%

Technology 14%

—h
]
>
N
X
] N )
affafla o
> B B B

Engineering and construction 12%

Note: Question text amended for clarity.
Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.
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Your next move: Raise the stakes on your Al strategy. In these early days of generative

Al adoption, most companies are still nailing down what they’re trying to accomplish—
and why —with this powerful, general purpose technology. As well they should. Despite
the enthusiasm, generative Al is only one type of Al, and has yet to achieve anything

close to its potential.

As CEOs proceed, they must navigate the tensions between potential risks and the
desire to move quickly to seize opportunities. Leading companies are aligning their
generative Al strategy with their existing digital and Al strategies, upskilling employees,
and encouraging experimentation across their organisations with a focus on identifying
use cases that can be scaled up. As they turn to Al-enabled digital or digitally
connected products (including anything-as-a-service models), companies will need

to explore myriad opportunities to adjust how they exchange value with customers and

other stakeholders.

5. The AI challenge

Even as the momentum of generative Al surges, a range of experts in the field are voicing
concerns over the potentially significant, unintended consequences that could emerge
as its reach grows. CEOs reflected similar sentiments in their responses to the survey.
Consider, for example, that when it comes to generative Al, CEOs are most concerned
about cybersecurity risk—and over half agree that it is likely to increase the spread of
misinformation in their company. One-third of CEOs also expect generative Al to increase
bias towards specific groups of employees or customers in the next 12 months. Almost as
many disagree, suggesting bias is likely to be an area of growing attention as the scope
and complexity of generative Al’s role in business expands. Interestingly, familiarity with
generative Al does not seem to mitigate concerns about the risks among CEOs whose

companies have already broadly adopted it.

PwC’s 27th Annual Global CEO Survey
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When |t comes -to generatlve Al I’ISKS, Question: To what extent do you agree or

disagree that generative Al is likely to increase the

CEOS are mOSt COﬂCemed abOUt following in your company in the next 12 months?
cybersecurity

. Disagree Neither agree nor disagree . Agree

S d of
areado B 20%
misinformation
reputational risks 26% 23% 46%
Bias towards specific groups [PYYYA 30%
of customers or employees

Note: Disagree is the sum of ‘slightly disagree,” ‘moderately disagree’ and ‘strongly disagree’ responses; Agree is the sum of ‘slightly agree,’
‘moderately agree’ and ‘strongly agree’ responses. Percentages shown may not total 100 due to rounding.
Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.

Taken together, these findings underscore the societal obligation that CEOs have for
ensuring their organisations use Al responsibly. Indeed, given the pace of innovation and the
inevitable delay in establishing new norms and regulations, much of the onus for managing
this advancing technology falls, for now, to businesses. As Robert Playter, CEO of Boston

Dynamics (a robotics manufacturer), told us in a recent interview, ‘While there are potential

risks with [Al and large language models], we believe more in its potential and creating
boundaries to mitigate any risk. This integration, like all applications of our robots, must
adhere to...ethical principles, which strictly prohibit weaponizing the robots or using them for
purposes of harm or intimidation.’

Your next move: Move fast, move responsibly. In the rush to explore generative Al’s
potential, don’t overlook its potential pitfalls, as these too may evolve quickly. The key
is to think about all the risk dimensions of generative Al, beginning with strategy, and

consider how they will affect virtually every employee. Set clear, risk-based priorities to

focus on the biggest risks, and create rigorous internal controls around data privacy and
how Al models are trained. Pay special attention to how vendors and other third parties

manage Al risks, and monitor the regulatory landscape constantly to stay abreast of
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developments on data privacy, Al bias and how Al should be governed. And don’t forget
your cyber programme, which now needs more sophisticated approaches to cyber-

risk modelling, such as scanning for threats using formulas specific to your company’s
sector and even your strategy. Some of the most innovative approaches will—ironically

enough—enlist generative Al for cyber defence.

Your reinvention playbook

6. Turn barriers into opportunities
Armed with a better understanding of the challenges and the opportunities associated with

meaningful business reimagination, CEOs can begin turning the former into the latter.

We asked CEOs about a range of obstacles they often confront when undertaking large-
scale corporate change efforts. Their responses underscore that many constraints are
sector-specific. Infrastructure challenges, for example, inhibit reinvention (to a moderate
extent or more) in energy, power and utilities, and transportation and logistics (61%, 58%
and 56%, respectively, compared to the global average of 37%). We also saw that CEOs
who are more concerned about the viability of their companies were more likely to flag the
existence of reinvention obstacles.

Additionally, though, we were surprised to learn how few CEOs perceived some obstacles
to have much of an impact. For example, only 25% of CEOs described lack of support
from the board as even a moderate constraint on their reinvention efforts, and only 30% of
CEOs said the same of internal stakeholders. Similarly, only 26% of CEOs described a lack
of support from the board or the management team as a moderate or greater constraint on
decarbonising the company’s business model.

PwC’s 27th Annual Global CEO Survey 16



Many Of the barriers Inhlbltlﬂg Question: To what extent, if at all, are the following

factors inhibiting your company from changing the way

relﬂveﬂtIOﬂ are Wlthlﬂ the CEO’S it creates, delivers and captures value?
realm of influence

(Showing only ‘to a moderate extent,’ ‘to a large extent’ and ‘to a very large extent’ responses)

. Stronger CEO influence Weaker CEO influence

Regulatory environment 64%

Competing operational priorities

Lack of skills in my company’s workforce
Limited financial resources

Lack of technological capabilities in my company

Supply chain instability 43%

Bureaucratic processes in my company
Infrastructure challenges 37%

Lack of support from internal stakeholders

Lack of support from the board

Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.

On the other hand, many perceived constraints on reinvention fall squarely in a CEO’s realm
of influence. Bureaucratic processes, competing operational priorities, limited financial
resources, workforce skills and technological capabilities are subject to some degree of CEO
influence—as is efficiency, which was an area of concern for many CEOs. On average, CEOs
said that 40% of time spent on meetings, administrative processes and emails is inefficient.
Moreover, respondents said that 35% of time spent in decision-making meetings, an activity
over which CEOs often have direct personal control, is inefficient. Our conservative estimate
of the cost of that inefficiency would be tantamount to a self-imposed US$10 trillion tax on
productivity. That’s about 7% of global GDP at purchasing-power parity—what Harvard Law
School professor Cass Sunstein might call a ‘sludge’ tax, borne of high transaction costs.
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An Other kl nd Of barrler Question: What percentage of time spent in your

company on the following activities/processes is

looms large: CEOs estimate inefficient?
administrative inefficiency
at 40%

Emails
Procurement/contracting processes
Information-sharing meetings 4
Hiring processes
Expense-approval processes
Performance reviews
Payroll processes
Addressing technology issues 3
Business investment-approval processes 38%

Decision-making meetings 35%

W
‘OOAAA S . N
o B H H H HHE
B B B Bl BB

Global mean:
40% inefficient

Note: Question text amended for clarity; bars depict mean values.
Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.
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Your next move: Engage, empower and enable your people. CEOs and other C-suite
leaders can do much more to address inefficiencies and break through barriers, but
they can’t do everything. Therefore, it’s critical to build alignment between leaders and
employees around priorities for change, and to build a culture of trust so employees
feel safe to propose better ways of doing things. Start by identifying gaps between
the views of leaders and workers. Among CEOs whose companies have broadly
adopted generative Al, for example, 84% believe it will increase efficiency in their
employees’ time at work in 2024. Employees appear less convinced—only 31% of

workers responding to PwC’s Global Workforce Hopes and Fears Survey 2023 expected
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generative Al to increase their productivity and efficiency at work in the next five years.
To build trust, start with transparency and invite employees to play an active role in
reinvention. Consider citizen-led innovation, an approach that helps employees build

skills and apply them right away. Also: redesign career paths around skills, not jobs, so

employees have more agency and opportunity as jobs change.

7. Pinpoint your most important moves

Actual progress will come when leaders and companies undertake meaningful initiatives to
evolve the way they create, deliver and capture value. Analysis of this year’s survey data
showed a positive association between self-reported profit margins and business moves
that had a large or very large effect on respondents’ business models—such as technology
development and deployment, novel pricing models, and strategic partnerships. This was
true both of individual reinvention actions and of a composite reinvention index that we
created. The data suggests that returns are three to five percentage points higher for actions
with a very large impact on business models than those with limited impact.

Each reinvention action is
associated with higher
profit margins

Reinvention action

Developed a new technology in-house L

Formed new strategic partnerships that
enhanced our capabilities

Made acquisitions that enhanced our capabilities @

Shifted from a global supply chain model to a regional one L 4

Adopted new technologies for our firm that
enhanced our capabilities

Developed novel products/services @

Implemented novel pricing models L 2

-2 -1 0 1 2 3 4 5 6 7

Profit margin premium (percentage points)

Note: Profit margin premium is the difference in predicted profit margin between CEOs who responded ‘to a very large extent’ and CEOs who
responded ‘not at all or to a very limited extent’ to the question ‘To what extent have the following actions impacted the way your company
creates, delivers and captures value over the last five years?’; error bars represent 95% credible intervals; the dashed line indicates no profit
margin premium.

Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.
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The right moves for each company will differ, of course, depending on its strategy, operating
model, industry context and competitive landscape. Two things stand out. First is that nimble
resource reallocation—an acknowledged attribute of high-performing companies—remains a
critical area for CEO attention. Nearly two-thirds of CEOs reported reallocating 20% or less
of resources from year to year, and almost 30% of CEOs cited resource reallocation of 10%
or less. Higher levels of annual reallocation in the survey were associated with both greater

levels of reinvention and higher profit margins.

Second is the value of looking beyond a company’s walls and embracing business
ecosystems. Separate PwC research finds it’s often possible to create more value than any

firm could achieve alone by working across industry boundaries —through joint ventures or

alliances, for example—to provide what customers need. Companies in ecosystems are 1.7
times as likely to be faster to market than peers, 1.2 times as likely to be flexible and agile,

and 2.3 times as likely to be highly innovative.

Your next move: Clarify connections to value. Ultimately, CEOs and their leadership
teams need to have a clear sense of how deals, projects or other investments create
value—and be willing to make tough calls, whether that’s reallocating resources from
legacy businesses or redefining a company’s industry boundaries and ecosystem
partners. As Sun Life CEO Kevin Strain observed in a recent interview, ‘Part of the idea
behind [our] extension to health ecosystems is we can see a road to building a stronger
business.... These are also logical extensions to our group business in the US and
Canada, and to our insurance platform in Asia.” Such collaborative ecosystems offer
the best (and arguably only) way to tackle complex, far-reaching challenges such as

climate change.

It’s also worth bearing in mind that resource allocation can take place at multiple levels.

This includes, for example, strategic decisions around which assets are—or should

be—in a company’s portfolio, as well as the company’s ability to make the most of them.
Allocation also includes day-to-day, project-level decisions, which PwC’s 25th Annual

CEO Survey (published in 2022) found to be a surprisingly significant performance driver.
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8. Recalibrate expectations for climate priorities
As CEOs establish priorities, many are seeing climate change as an industry disruptor
containing distinct opportunities in addition to risks. Nearly one-third expect climate change

to alter the way they create, deliver and capture value over the next three years—compared
to less than one-quarter, who said as much regarding the past five years. This may partly
explain why 41% of CEOs, including over half of those at chemical companies, say their
companies have set lower hurdle rates for climate-friendly investments than for other
investments. Geographically, CEOs in Asia-Pacific are more likely than those elsewhere

to have accepted lower hurdle rates, even though they were no more likely than CEOs

elsewhere to report feeling highly or extremely exposed to climate change.

That’s consistent with the sentiment of investors in PwC’s Global Investor Survey 2023, two-

thirds of whom say that companies should make expenditures that address environmental,
social and governance (ESG) issues even if doing so reduces short-term profitability. Return
requirements are critical inputs to corporate resource allocation decisions, so evidence that
CEOs are flexing their expectations as they face up to the climate challenge is a hopeful
sign of potential for progress. Related PwC research finds evidence, too, of a shift in private

investor interest in green tech towards more emissions-intensive sectors.

Four in ten CEOs have accepted significantly lower
rates of return on climate-friendly investments

Question: In the last 12 months, when evaluating Question: How much lower was the acceptable rate of return for
climate-friendly investments, has your company accepted climate-friendly investments compared to other investments?
rates of return that were lower than for other investments?

Percentage points

No . Yes Less than 1
1-2

2.1-4

0,
S 4.1-6

More than 6

Note: Climate-friendly investments were defined as ‘e.g., transitioning to energy-efficient operations, developing
greener products and services, implementing emission-reducing technologies.’

Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.
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Your next move: Partner with your CFO on climate strategy. Given their traditional
focus on long-term value and performance, CFOs are natural and trusted partners for
CEOs, as they address matters such as resource allocation, long-term capital spending,

or mergers and acquisitions (M&A) to build more sustainable business models. The

CFO and the finance function also have a host of tools—for forecasting, budgeting,
resource allocation and risk management, to name a few—that they can use to bring

sustainability into the heart of strategy. That should be a boon to identifying which

interventions will have the biggest impact on decarbonisation, social sustainability or

nature. For CEOs seeking a faster-paced transformation through M&A, joint ventures

and alliances, a partnership with the CFO can be especially fruitful—both in a grounded

approach to valuation and in communicating value to investors.

9. Keep your antennae up

‘Sooner or later,” wrote the late Andy Grove, former CEO of Intel, in his 1996 memaoir, Only
the Paranoid Survive, ‘something fundamental in your business will change.” Whether that
change is in technology, intense competition or regulation, companies face forces that ‘build
up so insidiously that you may have a hard time even putting a finger on what has changed,
yet you know that something has.’

Facing inflection points that precipitate, in Grove’s words, ‘full-scale changes in the way
business is conducted,” managers must be ‘paranoid’ guardians of their businesses against
competitors ‘who will eat away at it chunk by chunk until there is nothing left.” Grove’s
emphasis on sensing inflections made an appearance in a telling data point from this year’s
survey. Those CEOs who are less confident in their company’s viability are more conscious
of the threats they face. Whether that’s because they are at greater risk from those threats
or because they’re seeing something other companies don’t probably varies by company,
industry and geography. PwC’s Global Internal Audit Study 2023 highlights how effective a

company’s risk, compliance and internal audit teams can be at putting in place the early-

warning and risk-sensing systems to help spot these hazards.
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CEOS WhO are |eSS Confideﬂ’[ Question: How exposed do you believe your company
. , . . will be to the following key threats in the next 12 months?
of their company’s viability are
slightly more conscious of
key threats

(Showing only ‘highly exposed’ and ‘extremely exposed’ responses by business model viability)
CEOs who perceive their business models to be viable for:

. 10 years or less More than 10 years
28% 28%
0, 21 0, 0,
21% 20% %o 20% 21%
16%
14% 14%
11%
0,
8% % 4%
Inflation Macroeconomic Geopolitical Cyber risks Climate change Health risks Social inequality
volatility conflict

Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.

We also see CEOs who are more concerned about the viability of their businesses doing

somewhat more to adapt than others. This was particularly true among CEOs who say their

company formed new strategic partnerships, shifted from global supply chain models to
regional ones, or implemented novel pricing models.

PwC’s 27th Annual Global CEO Survey
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CEOs who are less confident of
their company’s viability are

somewhat more likely to take

reinvention actions

captures value over the last five years?

(Showing only ‘to a large extent’ and ‘to a very large extent’ responses by business model viability)

CEOs who perceive their business models to be viable for:

. 10 years or less

43% EUTYVRREE 43%
38%

Adopted new
technologies for
our firm that
enhanced our
capabilities

Developed novel
products/
services

Source: PwC’s 27th Annual Global CEO Survey | www.ceosurvey.pwc | © 2024 PwC. All rights reserved.

More than 10 years

39%
34% 33%
e 29%
21%
Formed new Developed a Implemented
strategic new technology novel pricing
partnerships in-house models

that enhanced
our capabilities

25% WPLY

Made
acquisitions that
enhanced our
capabilities

Question: To what extent have the following actions
impacted the way your company creates, delivers and

17%

9%

Shifted from a
global supply
chain model to a
regional one

PwC’s 27th Annual Global CEO Survey

Your next move: Challenge conventional wisdom. Staying ahead as the fundamentals

of a business change requires every leader to challenge conventional wisdom. This will

held by banks that are under assault as the embedded finance revolution courses
through financial services. These include long-held notions about the competitive
advantages of established banks, their relationships with customers and the perceived
structural advantages of regulation. To thrive in this new world, banks—and other

companies—must understand how ecosystems are crystallising around customer

financial transactions and customer data.

needs. They should then define the role they want to play within the resulting value

chains, including how they will facilitate and leverage the rapidly expanding flows of

look different for different industries. Consider, for example, four prevailing assumptions
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Sustaining the change

The totality of this year’s survey results reflects an awareness among CEOs that they are
navigating critical strategic inflection points, and feel a sense of urgency and a bias towards
action. The data also suggest there’s a growing premium on leadership effectiveness

to maintain energy, challenge the status quo and increase momentum. In a recent_

strategy+business article, PwC’s Ryan Hawk, Nadia Kubis and Blair Sheppard described a

number of critical leadership priorities for reinvention-minded leaders.

For example, CEOs may need to expand their executive teams to include experts in
emerging areas that are critical for their company’s future success, such as climate regulation
or Al. Also crucial: having the whole top team own the change—as well as their systems of
governance and control—rather than putting functional or business unit leaders in charge of
discrete initiatives. In addition, many organisations will need to take account of the fact that
the answers to a great many questions don’t exist, and new mechanisms will be necessary
for solving problems together—rather than presenting solutions and seeking approval—as
well as for new ways of tracking progress and rewarding people. What’s more, CEOs need
a plan to communicate the urgency they are feeling, so that everyone understands and

can potentially own part of the solution. People who are proficient at their current jobs may
resist change because they’re concerned they may not be good at what they’ll be required
to do in the future. So CEOs who are serious about reinvention must find approaches for
acknowledging concerns, prizing curiosity and openness to learning, and encouraging
managers to help people adapt.

Some of these leadership imperatives may sound familiar, but all of them raise expectations
of CEOs to lead the voyage of strategic discovery necessary to evolve long-standing
approaches to value creation. As we enter an age of continuous reinvention, CEOs have
unparalleled opportunities to reshape their organisations, and themselves, to thrive on

disruption, and transform aspirations into realities.
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PwC’s 27th Annual Global CEO Survey
methodology, demographics and definitions

PwC surveyed 4,702 CEOs in 105 countries and territories from 2 October through 10
November 2023. The global and regional figures in this report are weighted proportionally to
country nominal GDP to ensure that CEOs’ views are representative across all major regions.
The industry- and country-level figures are based on unweighted data from the full sample of
4,702 CEOs, including 4,088 men, 521 women, and 93 who identified with another gender or
preferred not to say. Further details by region, country and industry are available on request.
All quantitative interviews were conducted on a confidential basis. Among the CEOs who

participated in the survey:

m 3% lead organisations with revenues of US$25 billion or more

® 4% lead organisations with revenues between US$10 billion and US$25 billion

® 20% lead organisations with revenues between US$1 billion and US$10 billion
m 38% lead organisations with revenues between US$100 million and US$1 billion
® 31% lead organisations with revenues of up to US$100 million
B 68% lead organisations that are privately owned.

Notes:

Not all percentages in charts add up to 100% —a result of rounding percentages; multi-
selection answer options; and the decision in certain cases to exclude the display of certain
responses, including other, none of the above and don’t know.

We also conducted in-depth interviews with CEOs from North America and Asia-Pacific. Two
of these interviews are quoted in this report; the full interviews can be found at

https://www.strategy-business.com/inside-the-mind-of-the-ceo.

The research was undertaken by PwC Research, our global centre of excellence for primary

research and evidence-based consulting services.

https://www.pwc.co.uk/pwcresearch
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About the inefficiency tax

By combining data from this year’s CEO Survey with selected data from other sources, we
calculated an overall cost of inefficiency that ranged from US$10 trillion to US$20 trillion. This
translates to 7% to 13% of global GDP based on purchasing-power parity. Our assumptions

were as follows:

m The percent of total time considered inefficient was a sum of the estimates for the average
time considered inefficient in meetings and administrative work.
To derive the estimate for meetings, we multiplied our estimate of the percentage of
scheduled meeting time considered inefficient (average: 40%) by an estimate of the
average percent of time spent on meetings in a week (15%; based on research suggesting
an average of six hours of scheduled meetings per week; Rogelberg, Scott, & Kello, 2007).

To derive the estimate for administrative work, we multiplied our estimate of the
percentage of administrative time considered inefficient (average: 38%) by an estimate
of the average percent of time spent on administrative tasks in a week (12.5 to 38%;
based on research suggesting a minimum of five hours and an average of 15 hours of
administrative work per week; West Monroe, 2018).

m Payroll expenses per employee were estimated by dividing the assumed payroll revenue for
each company (self-reported revenue times 0.15) by the self-reported number of employees
in the company.

m Statista estimates the number of total employees globally at 3.39 billion.

About the reinvention index

We asked CEOs about the extent to which various actions had impacted the way their company
creates, delivers and captures value over the past five years. These actions included forming
new strategic partnerships, implementing novel pricing models, developing novel products or
services, making acquisitions, shifting to a regional supply chain, adopting new technologies
and developing new technologies in-house. We then combined responses to this question into
an index using factor analysis, a statistical method that enables the combination of individual
responses into a factor that they all have in common. (Although we also asked CEOs about
divestments, we excluded it from our factor analysis because it was the least associated with
business model reinvention.) Finally, we calculated a number for each CEO that represents their
level of reinvention—in other words, a reinvention index score. Index score values represent

standard deviations from the mean; a higher score on the index indicates more reinvention.
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