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The public sector’s challenges ahead

In an age of political polarisation, facing 
a once-in-a-century pandemic that shut 
down much of the private sector in spring 
2020, millions of public servants working at 
the local, state and federal levels stepped 
up and continued their job in the face of 
unprecedented adversity. They collectively 
helped the nation fight the virus and kept 
essential services going (mostly) smoothly.

In fact, the shock of the crisis and urgent 
need for action catalysed creative solutions 
and transformation, from deploying outdoor 
mass vaccination sites to overhauling day-
to-day services for the digital age to the 
embrace of remote work capabilities. The 
pandemic caused high levels of disruption 
in the public sector, effectively pushing it to 
become more innovative, while intensifying 
competition with the private sector for talent.

That’s a major theme that emerged from 
a survey of the public sector conducted 
by The Economist Intelligence Unit and 
sponsored by Prudential as part of the 

Recovery, resilience and the road ahead 
programme. Another big takeaway from the 
survey results includes the disproportionate 
impact of the pandemic on certain groups 
including older workers and women. 

The survey assessed worker concerns, 
priorities and remote work experiences, 
as well as organisations’ digital maturity, 
technology investments, skills and 
capabilities, and outlook on the future. 
There were 1,448 respondents—1,292 
workers and 156 senior managers—working 
around the US; in local, state and federal 
governments; and across various functional 
roles, from construction to education.

As the US continues to grapple with the 
pandemic, the public sector plays a key 
role in powering its recovery. But as in so 
many other sectors, there is no return to 
an old normal in sight—both in terms of 
how many public services are delivered, 
and hopefully how Americans perceive the 
value of government services in general.
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Disparate impacts 

Women and older workers have been 
disproportionately impacted by the 
covid-19 pandemic. Public sector 
organisations should step up with 
strengthened workforce supports.

The survey revealed that generally, workers 
in the public sector experienced negative 
impacts more often than positive effects from 
the pandemic on their wellbeing. Certain 
groups at the workplace have been more 
vulnerable to disruption from covid-19. 

Specifically, the disproportionate toll the 
pandemic has taken on the wellbeing of female 
workers in the public sector has been noted 
throughout the crisis, with the study fortifying 
this reality.1 With many childcare options 
limited and female-dominated service sectors 
more likely to experience job losses, women 
have shouldered heavy mental and financial 
burdens. The public sector’s workforce is nearly 
60% female, with a large number of women of 
colour. As of 2019, the median wage of women 
among the country’s 4.6 million essential 
workers in government and community-based 
services is US$18/hour—well below the median 
wage of US$31/hour received by their male 
colleagues.2 For several reasons, in other words, 
female workers in the sector were particularly 
vulnerable to the stresses created by covid-19.

This reality came through in our survey  
results. Public sector female workers 
reported feeling less valued, respected and 
listened to in the workplace compared with 
men. Categorically, female workers also 

reported various aspects of their wellbeing 
as “very/ somewhat” negatively impacted 
by covid-19 at significantly higher rates than 
their male counterparts (Figure 1). With this 
glaring insight in mind, it is no surprise that 
diversity and inclusion is paramount among 
senior management as key to recruiting, 
and equally important, retaining talent.

Another segment of sector’s workforce 
disproportionately impacted by covid-19 
is older workers, not surprising, given the 
pandemic’s more adverse effects on this group. 
The older the generation a respondent is part of, 
the more likely they were to report being “very/
somewhat” negatively impacted by covid-19 in 
terms of physical, mental and social wellbeing.

The disproportionate toll the 
pandemic has taken on the 
wellbeing of female workers in 
the public sector has been noted 
throughout the crisis, with the 
study fortifying this reality.
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Baby Boomers/ 
Silent Generation Gen X Gen Z/

Millenials
Physical wellbeing 47 41 29
Mental wellbeing 59 42 37
Social wellbeing 54 44 33

Financial wellbeing 33 28 28

Female Male
Physical wellbeing 44 35
Mental wellbeing 53 40

Financial wellbeing 49 39
Social wellbeing 33 26

Baby Boomers/ Silent Generation

Gen X

Gen Z/Millenials

Physical wellbeing

Mental wellbeing

Social wellbeing

Financial wellbeing

Source: The Economist Intelligence Unit
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The bleak indication of where female and 
older workers see the state of their wellbeing 
is rebuffed by the waning feeling of value 
and respect that these groups feel their 
respective organisations provide them. 

For women, this seems to have been 
exacerbated by the pandemic, since 36% of 
women feel less valued over the past year, 
higher than the share among men (23%). At the 
same time, 38% of Baby Boomers feel their 
perspectives are not very/not at all considered 
in broader company planning—above the 
30% of workers overall who felt this way. 

What emerges from all these results is a 
picture of a relatively segmented public 
sector workforce that feels disconnected 
from their organisations to a significant 
extent. The implications for leaders and 
their organisational strategy is clear: there’s 
a need for efforts to improve employee 
engagement and satisfaction, especially 
targeting female workers who make up 
the majority of the sector’s workforce. 
The wellbeing and perspectives of Baby 
Boomers should also be supported—failure 
to do so could raise organisations’ risk of 
losing experienced employees and all their 
institutional knowledge. As Robert Lavigna, 
director of the CPS HR Institute for Public 
Sector Employee Engagement, surmises, 
“an organisation can have great ideas, sound 
policies, and even cutting-edge technology, but 
if it doesn’t have talented people to execute 
on those ideas and policies, and manage 
the technology, it can’t be successful.”

Figure 1. Female and older workers are more 
likely to be negatively impacted by covid-19. 
To what extent have the following been impacted by covid-19?  
(% workers choosing “very/somewhat negatively impacted”)
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Extremely/Very Somewhat

Day-to-day finances 22 27
Month-to-month planning 22 24

Earnings/ability to make a good living 25 30
Access to and/or cost of benefits 23 29

Having money to pay for an unexpected expense 29 26
Paying off debt/student loan 24 20

Long-term planning/retirement 29 33

Public sector workers appear in a 
relatively better financial situation 
compared with private sector 
workers, nonetheless significant 
financial concerns persist.

Broadly speaking, public sector workers were 
less likely to experience negative financial 
impacts from the pandemic compared with 
workers in the private sector. When lockdowns 
began last year and employment cratered 
in many private sectors, some observers 
thought the public sector would follow suit as 
tax revenue plummeted and state and local 
governments slashed budgets. To be sure, 
the public sector did lose jobs—1.1 million 
from end-2019 to end-2020.3 But those losses 
were far less than in the private sector.4 As 
the pandemic continued, anticipated tax 
shortfalls didn’t materialise to the degree 
expected in many places;5 however, the public 
sector bore the brunt of the pandemic until 
federal aid via the American Rescue Plan 
stimulus bill, passed in February, gave state 
and local governments an infusion of cash. 

The rapid expansion of remote work capabilities 
by many governments—most visibly in 
schools—likely played a role in cushioning 
the financial impacts of the pandemic on 
workers. As in other sectors (eg, financial 
services), many government jobs were able 
to be performed remotely. About 74% of 
surveyed workers reported either starting 
or increasing the amount of time working 
remotely due to a covid-19 lockdown. 

Nonetheless, roughly half of public sector 
respondents in the survey are at least 
somewhat concerned about their financial 
situation, ranging from day-to-day finances 
to the ability to pay for an unexpected 
expense (Figure 2). In particular, 62% of them 
are at least somewhat concerned about 
their long-term retirement planning. 

Weathering the storm

Figure 2. Large portions of the public 
sector are at least somewhat concerned 
about their financial situation.
How worried are you about each of the  
following today? (% respondents selecting  
either “extremely/very” or “somewhat”)
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Day-to-day finances

Month-to-month planning

Earnings/ability to make a good living

Access to and/or cost of benefits

Having money to pay for an unexpected expense

Paying off debt/student loan
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Source: The Economist Intelligence Unit
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In addition, while government workers in 
general have greater access to employee 
benefits such as healthcare, credit counselling, 
and professional development or tuition 
assistance,6,7 the sector does appear to fall short 
when it comes to providing wellness tools and 
resources, specifically for finance. Only 13% of 
workers report that they have access to such 
tools, regardless of if they use it or not. Though 
this may be more perception than reality, it 
cannot be understated that the opportunity to 
mitigate financial concerns through increasing 
access to such tools is not one to waste.

All this underscores that in a moment of true 
crisis, many organisations in the public sector 
were able to maintain operations in large part 
due to the alignment between their actions and 

worker concerns. The integration of remote 
work in accordance with the wide array of 
benefits given to workers helped prevent 
more layoffs. For workers who have made it 
through, and are able to take advantage of 
more robust employment benefits than many 
in the private sector, public sector organisations 
have proven steadier than expected during an 
unprecedented crisis. However, what remains 
to be seen is how the widespread financial 
concerns within the public sector will dictate 
long-term priorities of organisations as they look 
to retain their workforce. While organisations 
have been proactive in providing flexible 
working conditions and expansive benefits, lack 
of access to tools and resources, particularly, for 
financial wellness, is still a glaring shortfall that 
organisations must address moving forward.

What remains to be seen is 
how the widespread financial 
concerns within the public sector 
will dictate long-term priorities 
of organisations as they look 
to retain their workforce.
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Some increase Moderate increase Significant 
increase

Cybersecurity 26 23 28
Data Security and Protection 21 23 31

Cloud Technology 22 28 19
Automation/AI 24 22 21

Remote work experience 20 25 29

Cybersecurity

Data Security and Protection

Cloud Technology

Automation/AI

Remote work experience

The pandemic catalysed the sector’s 
digital transformation efforts and 
new ways of working and delivering 
public services. But multiple 
constraints could slow progress.

Many governments had been planning 
on evolving services and workflows for 
the digital-first cloud-computing age; the 
pandemic proved itself a major catalyst 
for change. But as much as public sector 
organisations prioritise the adoption of digital 
technologies, they face various constraints. 

One of them is a skills gap. When public 
sector senior management were asked which 
skills gaps would be most critical to address 
while responding to current and near-term 
business challenges, information technology/
data security was their top choice. (IT tied 
with human resources, including diversity, 
recruitment and benefits.) This tech skills gap, 
which many other sectors face as well, will 
likely be an enduring issue. Large majorities of 
senior management said their organisations 
had at least some increase in investments in 
remote work experience (82%), cybersecurity 
(74%) and data security and protection 
(67%) following the covid-19 pandemic. 

Moreover, 67% of government executives have 
reported an increase in financial commitment 
to digital transformation despite budget 
pressures brought about by the pandemic.8 
This accentuates the urgency with which 
organisations in the sector now view the 
need for change. And it appears these areas 
will remain priorities in the coming years.

Of course, the desire to make tech-related 
investments is not the same thing as making 
them. Finding adequate levels of funding to 
sustain digital transformation efforts has long 
been a challenge—American Rescue Plan 
stimulus dollars flowing to municipalities and 
states won’t change this public sector reality. 
“The first answer is always ‘Money,’” says Peter 
Wilson, a senior fellow at ICF who focuses 
on federal innovation and strategic efforts, 
describing common public sector challenges 
vis-à-vis digital transformation. “The second 
answer is always, ‘But we have a hiring freeze’.” 

Innovation constraints

Figure 3. Most public sector senior  
management expect to increase tech-related 
investments in the coming years.
How do you anticipate your organisation will increase its 
investment/resourcing in the following areas in the next 2-3 years? 
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Source: The Economist Intelligence Unit
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Another constraint to progress: legacy 
technology systems. In a recent survey of 
public sector leaders, 19% of respondents 
said that legacy systems were the most 
significant challenge to updating technology.9 
Jobless Americans saw this problem up close 
throughout the pandemic while applying for 
unemployment benefits through antiquated 
systems operated by state governments.

Yet another constraint is uncompetitive 
workplace culture and work hours.  
Many governments are not offering the  
same schedule flexibility and work 
environments as private sector organisations. 
That’s a growing liability, both in terms of the 
sector’s current workforce and ability to attract 
new talent. More than 80% of senior managers 
believe public workers expect the same 
flexibility and working options as non-public 
sector workers, according to survey results.

“If the public sector does not respond to 
the demand for remote work, it’s going to 
be at a distinct disadvantage in attracting 
and retaining talent,” says Mr Lavigna. 
“Particularly in big cities, where it is already at a 
disadvantage with respect to compensation.”

One way governments might enhance their 
competitiveness is by raising awareness 
of the array of robust benefits many 
offer employees, he adds. “Governments 
don’t do a great job of talking about all 
of the attractive features that we have, 
particularly vis-à-vis the private sector.”

Having accelerated digital transformation 
efforts to adapt to the pandemic operating 
environment, governments now face 

heightened pressure to attract and retain 
the right talent to keep momentum 
going. Given the sector’s unique legacy 
technology challenges and financial 
constraints, as well as broader digital skill 
gaps in the labour market, digitalisation 
will likely continue to be an uphill climb.

Continued investments in remote work 
capabilities should help the public sector 
boost competitiveness. But there’s a 
deeper work culture shift that may need to 
occur to adequately recruit and retain top 
talent. It’s a shift that involves managing 
results and outcomes rather than time 
attendance and activities. How workers’ 
value is defined and productivity is assessed 
for both remote government workers and 
those who remain on the frontlines will be 
a key area of focus for organisations as they 
continue their digital transformation and 
move into a new post-pandemic normal.

If the public sector does not 
respond to the demand for 
remote work, it’s going to be 
at a distinct disadvantage in 
attracting and retaining talent, 
particularly in big cities, where 
it is already at a disadvantage 
with respect to compensation.”

Robert Lavigna, director, CPS HR Institute for 
Public Sector Employee Engagement
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Conclusion: Sustaining momentum for change

In the space of months, government 
operations that had been largely static for 
decades changed rapidly. Court hearings, 
city council meetings and elementary school 
classes were held virtually. With town halls 
and city halls, civil servants reported from 
work-from-home offices. The covid-19 
pandemic accelerated far-reaching, and in 
many cases overdue, digital transformation 
in the public sector, belying the common 
stereotype of slow-moving bureaucracies.

But the extended crisis also exposed how 
far governments still have to go in their 
transformation process. The big question 

now, as the country continues to reel from the 
virus, is how much organisations will be able to 
sustain momentum for change. The billions of 
federal American Rescue Plan dollars flowing 
to state and local governments this year and 
next could act as a tailwind driving strategic 
digital change. But talent gaps could become 
stronger headwinds as private sectors compete 
for the same high-skilled workers. The good 
news is that competitiveness can likely be 
boosted through relatively low-cost solutions. 
If governments can strengthen workforce 
supports to sustain employee wellbeing and 
embrace flexible hours along with remote work, 
deeper transformation will be more achievable.

If governments can strengthen 
workforce supports to sustain 
employee wellbeing and embrace 
flexible hours along with remote 
work, deeper transformation 
will be more achievable.
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