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Future State 2030:
The global megatrends shaping governments

ajor global forces taking shape today will

significantly impact the business landscape for the

public and private sector through to 2030. While
global megatrends have been documented on a macro
scale, KPMG International wanted to delve more deeply
into the implications for national governments and public
sector policy makers and thus engaged the Mowat Centre
at the School of Public Policy and Governance, University of
Toronto, to conduct targeted research. \What we found will
help guide important conversations over the next few years.

The findings identify nine global megatrends that are most salient to

the future of governments and their core responsibilities of economic
prosperity, security, social cohesion and environmental sustainability.
While their individual impacts will be farreaching, the trends are highly
interrelated. Therefore, governments will need to consider and evaluate
theirimpacts both in isolation and in combination. \We present possible
options for governments to consider using the core tools available —
policy, regulation and programs — as well as the strategies, structures and
skills that future governments will need to have in place to achieve the
characteristics of a ‘leading practice’ government in the future.

Our report suggests that appropriate strategies for future success will
include greater cooperation in the international arena, promoting behavioral
change in citizens and an increased focus on proactive measures to mitigate
the worst of the impacts. Governments will be characterized by a shift
towards becoming more integrated, outward focused and making better
and greater use of technology. Concerted capacity development in evidence-
based policy development and stakeholder management will be essential to
making the most of opportunities and managing risk in a changing world.

There is not a unique path that all governments should follow. While this
report is global in nature, the impact of each megatrend at the local level,
coupled with the needs of countries of varying sizes, different stages of
economic development, governance models and a host of other factors,
will invariably demand different approaches.

Future State 2030 is the first in a series of important conversations that
we want to have with government organizations over the next few years.
Ultimately, the report serves as an evidence-based summary designed
to stimulate thinking about the future. We are excited about the many
benefits that Future State provides and encourage you to contact your
local KPMG member firm to discuss how the global megatrends will play
out in your jurisdiction.

Nick Chism
Global Chair
Government & Infrastructure

Throughout this document, “KPMG" [“we," “our” and “us"] refers to KPMG International, a Swiss entity
that serves as a coordinating entity for a network of independent member firms operating under the
KPMG name, and/or to any one or more of such firms. KPMG International provides no client services.
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EXBCULVE summary

The global megatrends impacting governments and

citizens alike into 2030

Demographics

Higher life expectancy and falling birth rates are
increasing the proportion of elderly people across
the world, challenging the solvency of social welfare
systems, including pensions and healthcare. Some
regions are also facing the challenge of integrating
large youth populations into saturated labor markets.

Citizen questions to government:

Will | have a pension when | am old and will it be
sufficient for me to live on?

How will we ever find enough jobs for our youth?

Public debt

Public debt is expected to operate as a significant

constraint on fiscal and policy options through to 2030 and
beyond. Governments' ability to bring debt under control and
find new ways of delivering public services will affect

their capacity to respond to major social, economic and
environmental challenges.

Citizen questions to government:

How will government (in developed countries) restore budgets
and ultimately pay down debt in times of slow growth?

How is government balancing the need to reduce debt
against the need to stimulate growth?

Why am | paying for previous generations’ excesses?

Future State 2030: 3
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@ Economic power shift

Emerging economies are lifting millions out of poverty
while also exerting more influence in the global
economy. With a rebalancing of global power, both
international institutions and national governments will
need a greater focus on maintaining their transparency
and inclusiveness.

Citizen questions to government:
How is government adjusting to a new economic world
order?

How will government manage foreign ownership of
corporations to ensure all benefits are received?

Rise of the individual

Advances in global education, health and technology
have helped empower individuals like never before,
leading to increased demands for transparency and
participation in government and public decision-
making. These changes will continue, and are ushering
in a new erain human history in which, by 2022, more
people will be middle class than poor.’

Enabling technology

Information and communications technology (ICT)
has transformed society over the last 30 years. A new
wave of technological advances is now creating novel
opportunities, while testing governments’ ability to
harness their benefits and provide prudent oversight.

Citizen questions to government:
What is government doing to improve services for me?
And how will they keep me better informed?

How will government protect my privacy and security
in the information age?

Citizen questions to government:
What work will my children be doing by 20307

How do | keep evolving my skills to ensure that they
are relevant?

Economic interconnectedness

The interconnected global economy will see a
continued increase in the levels of international trade
and capital flows, but unless international conventions
can be strengthened, progress and optimum
economic benefits may not be realized.

Citizen questions to government:
How will governments help us compete?

What is government doing to ensure that my bank

is safe?

Climate change

Rising greenhouse gas emissions (GHGs) are

causing climate change and driving a complex mix

of unpredictable changes to the environment while
further taxing the resilience of natural and built
systems. Achieving the right combination of adaptation
and mitigation policies will be difficult for most

governments.

Citizen questions to government:
Is government doing enough to reduce carbon dioxide

(CO,) emissions in our country?

How will government help maintain affordable
insurances and asset protection for my home and
business as weather gets more extreme?

) Resources stress

The combined pressures of population growth,
economic growth and climate change will place
increased stress on essential natural resources
(including water, food, arable land and energy). These
issues will place sustainable resource management at
the center of government agendas.

Citizen questions to government:
How will government ensure that we have sufficient
water for our future needs as demand exceeds supply?

What is government doing to guarantee that my
children have sufficient food, water and energy?

Almost two-thirds of the world's population will
reside in cities by 2030.2 Urbanization is creating
significant opportunities for social and economic
development and more sustainable living, but is also
exerting pressure on infrastructure and resources,
particularly energy.

Citizen questions to government:
How can government plan for infrastructure better
so that it is timely, effective and sustainable?

What is government doing to get rid of poverty in
my city?



4 Future State 2030: Future State 2030:
The global megatrends shaping governments The global megatrends shaping governments

The key changes indicated by the megatrends How governments need to change?
. . . Strategy changes include greater focus on and use of: ‘Q_a_-
egatrend pressures will necessitate numerous and varied changes. 9 9 9 [i;‘]
Looking across the individual implications of the nine megatrends, both * long-term planning and scenario exercises including long-term economic forecasts and critical
in terms of whatand how governments may need to change, key themes infrastructure renewal assessments
emerge as summarized below. While these hold true globally, inevitably each e behavioral insights to encourage people to act in ways that will reduce pressures on social

support systems
e outcomes and metrics to help ensure that funds are allocated to cost-effective programs

e flexibility and ‘paradigm’ thinking as part of policy and planning capacity to address unexpected
challenges and opportunities

country will need to determine the relevance of these changes at a local level. For
more information, please refer to the detailed analysis starting on page 52.

Figure 1: Summary of potential key changes arising from the megatrends

e technology adoption that is flexible, affordable and timely.

What governments need to change?

Policy, including the expansion of:

* national governments’ engagement in international, regional and jurisdictional forums to address * internationally integrated through active engagement with international partners or increased
interconnected issues cooperation with international institutions

e the quantity and quality of evidence-based policy which uses high-quality data assisted by strong data * highly integrated through more connected-up policy arrangements within and across relevant
analytics. policy domains

¢ |ocally empowered with greater funds and authority given to cities to meet their responsibilities
¢ networked through meaningful collaboration with citizens, other levels of government, neighboring
countries, the private and non-profit sectors to sustain key areas of government service delivery

- ENCRNITEDE behavioral change among citizens to mitigatq and manage downstream megatrend e flexible and adaptive in planning to facilitate greater risk taking and more timely responses to
impacts (where policy and program changes have been ineffective) unanticipated situations.

Regulation, including shifts that seek to:

e enforce market practices to align with government policy priorities and choices, including
controls over the extent and form of any foreign investment.
Skills needed include greater capabilities and capacity in:

Programs, including shifts that seek to: # e international awareness, including knowledge of global trends and their impacts, to factor into

— : : ) : : . decision-making processes
* minimize costs to governments by reducing unit costs/prices, reducing unit demand and/or capping _ ) T _ _ _ ) } )
total demand for government services ¢ financial sophistication with a deep knowledge of highly integrated international capital markets

e systems thinking to understand the potential benefits and risks of technology developments and
undertake effective technology road-mapping

e take a more holistic long-term view of infrastructure systems, encompassing both hard and soft

infrastructure. _ _ _ -
e effective stakeholder engagement, including the use of new communication channels such as

social media
e risk assessment and change management to address complex risk issues.
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While they are highly interrelated, the megatrends can broadly be grouped into trends
reflecting changes in the status and expectations of individuals, changes in the global
economy and changes in the physical environment.

Individuals
Demographics
Rise of the individual
Enabling technology

Global
Economy

Climate change Economic
interconnectedness

Public debt
Economic power shift

Resource stress
Urbanization
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The good news

No government can succeed in its core functions without thoughtfully planning for, and responding to,
these trends. However, it is important to note that, as will be evident in the forthcoming sections, in
certain megatrend areas it is not just a question of the risks posed to governments but also the potential
for increased opportunities.

In fact, we believe that all governments will benefit from the explosion in available information and data
around the world. This growth in knowledge capital, coupled with advances in technology that enable
its rapid dissemination, has the potential to create unforeseeable changes in areas such as medicine,
engineering, transportation and agriculture. What's more, these changes are likely to occur at a far
more rapid pace than changes in the past several decades. Governments, therefore, need to be equally
prepared to take advantage of these opportunities and not focus solely on managing risk.

Understanding interconnectedness

As the research shows, the nine global megatrends are highly interrelated. While the individual
trends won't play out to the same degree in each country, the resulting consequences are inevitably
interconnected and reinforce each other in terms of impact.

This relationship is evident when considering, for example, the nexus of issues around changing
demographics, resource stress and climate change. Already many of the world’s natural resources,
such as water, energy and food, are under stress. With expected increases in the general population
and a growing middle class, a 50 percent jump in food production will likely be necessary to meet this
demand,® requiring additional water and energy consumption. Climate change, in turn, may further
exacerbate these resource pressures given its potentially devastating and irreversible effects which
include the potential for droughts and extreme weather events. Climate change may also impact the
global megatrend of urbanization, as the number of people displaced by climate change increases.

Considering the interconnectedness of the megatrend causes and effects, governments will need to
undertake a variety of responses to properly address the issues.

=z ok: |
For example, with world food stress increasing — through both supply side stress (e.g. climate Case StL]'dy | 2
change) and demand side factors (e.qg. rising world population) — net importing nations will need
to seek greater certainty over their food supply security through mechanisms like the introduction
of stronger regulation. Moreover, with stress events for both energy and food likely to be more
prevalent over coming decades — inclusive of their attendant price and volume shocks for national
governments to absorb, manage and, in many instances, fund via subsidy arrangements — these
resource stress issues will require expanded international engagements to secure the food supply.

The interplay between
air conditioning, energy and climate change

With almost 90 percent of American households equipped with air conditioners,* the US
currently uses more energy for cooling than any other country. As the middle class continues
to grow and incomes rise, several developing countries in some of the hottest areas of

Similarly, at both the regional and sub-national government levels where common water resources
are shared by multiple governments or multiple jurisdictions, the need for water supply security will
also require a combination (_)f respo.nses.The.se may inclu;le multi—national governance of shared the world are poised to substantially increase their energy demand for cooling. As climate
resources (e.g. the International Joint Commission’s role in managing fresh water in the US-Canada change continues to put pressure on worldwide energy demand for air conditioning — causing
Great Lakes), including agreements for resource sharing in times of duress, programs to build much a 72 percent increase by 2100 according to the Netherlands Environmental Assessment
needed infrastructure and investments in technology to improve efficiency. Agency?® — this increase, in turn, will exacerbate climate change issues as air conditioners are

L L h j i f GHGs.
In short, the above demonstrates why it is critical that all governments adopt a holistic approach when ' | —_— e melor eanirisuios oF Gl it
assessing the implications and subsequent responses most relevant to their jurisdiction. I } ‘1 g E‘i |
A e

o | B | :
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What about security?

In developing this report, increased security concerns through to 2030 were considered as a potential
10th megatrend, given its prevalence in the media and importance to governments as one of their core
responsibilities.

However, in keeping with the principles previously identified, security was excluded as one of the global
megatrends on the basis that it is evergreen, a constant force that governments must contend with. Still, we
believe that world security concerns will continue to play out as a significant influence in world affairs, although
it is equally clear that the nature of the threat is changing. For more information, please refer to the Appendix
on page 62.

Analyzing impact: Our approach

In assessing the impacts of the nine megatrends on the future state of government, we believe it is
important to look at two important dimensions — what governments may need to change, as well as how
they may need to change.

Of course, it is understood that any well-considered changes to government activity should be evidence-
based and aligned to the policy priorities of the government of the day. However, for the purposes of our
assessment of megatrend-driven consequences, KPMG has adopted the following taxonomies:

Future State 2030: 1
The global megatrends shaping governments

What governments need to change?

Policy: Government policy objectives and service delivery aspirations achieved through the capacity to
deliver high-quality, evidence-based policy advice and/or to facilitate (non-regulatory) changes to national
and state laws (i.e. including tax law). For national governments, policy also includes any sovereign
commitments/alignments to international memoranda, treaties, agreements, etc.

Regulation: Government policy objectives and service delivery aspirations achieved through regulatory
means. This includes self-regulatory arrangements (e.g. as might be applied to certain industries or
professions) or licensing arrangements (e.g. electrical) through to more formal regulatory arrangements for
key markets (e.g. equity and bond markets) or key industry sectors (e.g. financial and insurance sectors).

Programs: Government policy objectives and service delivery aspirations achieved through the specific

and purposed provision of program resources both recurrent operational expenditure and capital (capital
expenditure). This includes the diverse spectrum of government service delivery activities including borders,
defense, education, foreign affairs, healthcare, housing, human services, trade, immigration, infrastructure,
transportation, policing, etc.

How governments need to change?
Strategies: The shifts in leadership, vision and planning required to drive strategic change.

Structures: The shifts in organizational and delivery arrangements required to enable strategic change.

Skills: The shifts in capabilities and capacity to facilitate strategic change.
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KPMG has adopted the following taxonomies for our assessment of
megatrend-driven consequences:

What governments need to change?

Policy Regulation Programs

How governments need to change?

Strategies Structures Skills
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_Global megatrend #1
Jemodgrapnics

igher life expectancy and falling birth rates are increasing the proportion
of elderly people across the world, and challenging the solvency of social
welfare systems including pensions and healthcare. Some regions are
also facing the challenge of integrating large youth populations into saturated
labor markets.
By 2030, the number of people aged 65 and older will double to 1 billion globally,® causing concerns with
overall labor market productivity and the ability of existing fiscal systems to withstand the pressures
of aging. In contrast, many developing countries are simultaneously experiencing a youth explosion,

creating opportunities for ‘"demographic dividends'’ for governments that can overcome the challenges of
successfully integrating younger citizens into the workforce.

The evidence of change

By 2030, the world's population of people aged 65+ will double to 1 billion,’ raising the overall
proportion of those 65 and over.

@1 B
Today 2030

We are all - individually and
collectively - responsible for

the inclusion of older persons in
society, whether through developing

Ve =

0 . (1) . accessible transportation and

8 /0 of the population is 65+ 13 /0 of the population is 65+ it ) P o
communities,ensuring theavailability
of age-appropriate healthcare and
A key contributing factor in population aging is From 2011-30, pension spending is forecast to grow social services or prOViding an
declining birth rates, as measured by the crude an additional: adequate social protection ﬂOOI".13

1990-95 24.3
1.3% of GDP
ww 1 in developed
) countries.

0 |
2.2% crcopin The consequences of demographics

developing countries.®

birth rate per 1000 people.? .
’ i Ban Ki-moon,
ETEE | e,

1 million young people in India will enter the labor force .

every month for the next 20 years." H .

|
|
| ®
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|
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. U _ .
900/0SLT/I;TO?)I&ZEI(':ZEE:::S?EUlatlon resides in | w*‘n‘*w*w*w * 10 million An aging world Public pension systems Healthcare spending Youth bulges

under pressure increases

Globally, 15-24-year-olds

make up 40% of the total
unemployed population.™
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Implications for government

What governments need to change?

Aging world

Governments may need to:

@"

Monitor and further adjust policy settings to accommodate the impacts of aging populations,
taking into account health, aged care, social and community-based care, pensions and accessible
infrastructure.

Institute pension reforms that address the burden of intergenerational equity, for instance,
raising the age of retirement, changing eligibility or changing the tax or service level profile.

Pay greater attention to instituting, changing or expanding social security and pension reforms
so that the burden of aging is both better funded and generationally shared as the situation
arises, for instance, adjusting national pension entitlement ages or increasing provision in
pension investments.

Youth bulges

Governments may need to:

o °

N S
n

Develop and implement policies that encourage investment from employers, which leads to
job creation.

Focus on youth development through human capital investments that improve long-term
employability, for instance: vocational education, apprenticeships, training programs and

Future State 2030: 17
The global megatrends shaping governments

Old-age dependency ratio in 2030

] 10-19.99
] 20-29.99

B 30-39.99 B 500 more

B 20-49.99

D No data
- Less than 10

Ratio of population aged 65+
per 100 population aged 15-64

=

ﬁf;.:i;'

One ofthe biggestissuesfacinggovernmentsinthefirsthalfofthe 21st centuryis
intergenerationalaging.ltsmanagementwill require continuous monitoringand

policy adjustment.ltsimpact will placean enormous pressure on the pursuit of economic
productivity. Its neglect will destine a nation’s economic growth to years of duress.

Mick Allworth,
KPMG Partner

support for private sector firms to invest in staff training and development (e.g. tax incentives
for training expenditure).

¢ Increasingly develop strategies to address and support youth employment. For instance,
increased investment in programs that get youth into employment (e.g. welfare-to-work,
programs that encourage job sharing and/or entrepreneurialism, etc.) in key economic sectors
that are generating employment opportunities.

How governments need to change?

Governments may need to:

s °

Lt

Use reliable labor market information (including future demands of the forecast of skills by industry
and region) to implement evidence-based policies and programs to better align the demand and
supply of skills to meet the needs of employers.

Develop long-term plans based on robust evidence to balance the needs of current and future
generations, for instance, mandatory school leaving age or retirement age.

Engage in closer collaboration with the private and not-forprofit sectors to better provide or
bridge the gaps in social security and service delivery and develop innovative education, training
and employment opportunities for youth.

Increase effective collaboration across multiple government agencies to meet the challenges
posed by new demographic realities, for instance, co-location and integration of health and
social services to meet the needs of aging populations.

Ensure access to increased financial and actuarial higher-order policy skills.

Improve communication skills, including through social media channels, to garner buy-in from
citizens.

Ensure effective management of third parties (e.g. private sector and voluntary sector
engagement) to bring additional capabilities while ensuring that they consider the cost of
delivery and the quality of the outcome with an appropriate transfer of risk.

Youth unemploymentin South Africa

South Africa’s youth population holds the key to the country’s development prospects over the next 20 years. The government'’s
National Youth Policy articulates a vision through which the country’s “democracy and its social development approach to public policy
creates an enabling environment in which the lives, work and prosperity of young people are placed at the center of the country’s
growth and development.”"® Yet, with between 500,000 and 700,000 new labor force entrants each year for the past 10 years (in a labor
market of 16 million),'® the government has struggled to capitalize on its ‘demographic dividend. Today, South Africa leads the world in
youth unemployment, with an estimated 60 percent of people aged 15-35" who are jobless.'®

The South African government is implementing a number of initiatives across policy domains and sectors to counter this trend. For example,
government-funded public works initiatives have targeted youth participation by setting quotas (e.g. 40 percent for the Expanded Public
Works Programme, a funding initiative to increase the amount of service jobs across all sectors of government).”® To produce incentives for
the private sector, South Africa’s Finance Ministry recently proposed a subsidy that would encourage businesses to employ young people.

The government is also committed to providing youth with sufficient education and skills training. Currently, around half of all college
graduates remain jobless for at least two years after graduation.?® In addition to increased funding for improving schools throughout

the country and creating more vocational education programs, the government is encouraging work training programs for skill
development. For example, the Western Cape Work and Skills Programmme connects youth with private companies such as supermarket
chains, hotels and food producers for practical trainee opportunities.?'

Moving forward, continued investments in education and skills training and scaling up of successful policy and program interventions to
promote economic growth will determine whether and to what extent South Africa will capitalize upon its demographic dividend.
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__Global megatrend #2
RISE 0f the Individual
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dvances in global education and technology have helped empower

individuals like never before, leading to increased demands for transparency

and participation in government and public decision-making. These changes
will continue, and are ushering in a new era in human history in which, by 2022,
more people will be middle class than poor.?? Middle class is defined as earning
between 10 United States dollars (USD) to USD100 a day.

Today, the global literacy rate is 84 percent,?® the status of women is improving, millions are being lifted
out of poverty and the internet provides a platform to anyone with a connection to be heard and to
mobilize. Still, concerns around stable employment, quality and cost of education and access to quality
healthcare remain. Inequality is also an issue for governments to carefully monitor. Overall, a focus on
investing in girls’ and women'’s education is also critical for eliminating poverty, lessening inequality
and driving economic and social development. For example, women’s wages, agricultural income

and productivity — which are all critical for reducing poverty — are higher where women involved in

agriculture receive a better education.?* Consequently, growing individual empowerment will present
numerous challenges to government structures and processes, but if harnessed, could unleash
significant economic development and social advancement.

The evidence of change

of the world's population will
be middle class.

Up from 27% in 2009.%
2009 . 27%
2030 I 60%

According to the International Monetary Fund
(IMF), just having as many women in the labor
force as men could boost economic growth by:?

in the US
in Japan

of the global middle class will
reside in developing regions.

Up from 58% in 2010.%

2010 P 58%
2030 I 30%

While inequality in education and health are declining,
income inequality is on the rise and

1%

of the world resides in nations where income inequality is
increasing.®

15%

of the global population has access to
a mobhile phone.

34%

In some countries, more people have
access to a mobile phone than to a bank
account, electricity or clean water.?

2012 2030

% ORGANIZING PROTESTS
Social media has accelerated recent uprisings in

the developing world, playing a role in three main --
dynamics:*

s SHAPING THE NARRATIVE

[ S

& PUTTING PRESSURE ON THE

INTERNATIONAL COMMUNITY

The consequences of the rise of the individual

% <= ¥ ¥ X X
Rising incomes, Rising income inequality ~ Education enabling Increasingly Faster dissemination

rising expectations  within countries leading
to potential for greater

social unrest

Citizens are not just demanding tech

empowerment

of information
through social media
accelerates action

connected populations

nologically advanced interactions

with government, but also asking for a new voice.

John Herhalt,
Former KPMG Partner
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Implications for government Middle class growth to 2030™

Size of the global middle class as measured in millions of people

Share of global [ ] 26% [ 22-36% 3,228

middle class
D6 [ 54-66%

What governments need to change?

Developing country governments may need to:

[:. e Address rising expectations for services from a more demanding, more vocal and more
@m  connected middle class through more transparent communications and mechanisms such
as tax increases or adjusted service eligibility in order to meet demand.

¢ Re-evaluate income inequality to ensure that all strata of society partake in the benefits of
rising economic prosperity.

Developed country governments may need to:

[:. e Shift their trade policy orientations and industry assistance programs to better align with
@m  emerging growth opportunities such as increasing focus on new emerging middle class markets
(e.g. Indonesia and Myanmar).

How governments need to change?

Governments may need to:
_Q‘_ ¢ Develop a plan that addresses rising demands of the middle class, including increased demand
@\-'-"‘:-Q for services, transparency and two-way communication.

e Consider or reconsider progressive tax systems to better balance income inequality.

= o = * Establish or update new and/or enhanced structures that reflect middle class demands for
(T new and revised service delivery arrangements.

It |
It

¢ |ntegrate internal structures to focus on the efficient delivery of multiple services.

@ ¢ |mprove stakeholder management skills, particularly in the area of social media
communications, to better manage an engaged and demanding citizenry.

Case study pp

A virtual middle class in India

Rising alongside India’s growing middle class of 300 million people is a ‘virtual middle class’ of another 300 million who, though still very
poor, are increasingly demanding rights, services and good governance.®*\What's different about this new version of the middle class is that
its empowerment is not driven by a rise in income — historically the enabler of middle class expectations — but rather through widespread
access to affordable computing and telecommunications technology, which is facilitating connectivity, learning and political engagement.

The ubiquitous spread of mobile phones has been a key factor in this shift. Mobile phones arrived in India in the late 1990s, but were
unavailable outside major cities where waiting lists for landlines were still several years long.*® In a span of just 10 years to 2012,
however, the number of mobile phones jumped from 45 million to nearly 1 billion®® — yet only about a third of the Indian population
(366 million people) has access to a toilet.®” As mobile phone usage grew, so too did its functions. From healthcare text message
services to dissemination of best practices in agriculture and other fields, mobile phones are used to improve all aspects of daily life.

Cheap computing technologies are also being leveraged to deliver electricity to remote communities, where nearly 600 million Indians have
little or no access to power. For example, Gram Power Inc. provides shops, homes and telecom towers with Gram Power's smart meters.
Together these meters form a network that eliminates power theft and payment defaults, while optimizing supply and demand of power. As a
result, for less than 20 cents a day, the system offers rural Indians power to operate lights, fans, mobile phones and other home appliances.*®

As basic needs are increasingly met with the help of technology, lowerincome Indians have turned their attention to seeking social

justice, equality and a voice. The highly publicized tragic rape and death of a student in New Delhi in 2012 immediately ignited outrage

and demands for better governance across income levels in India, fueled by social media, which helped to draw national and international
attention. As a result of the protests catalyzed by social media, stricter laws have been enacted, rape cases have been accelerated through
a notoriously backlogged justice system, and promises to increase the number of women police officers have been made.
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J'QMLmﬂgaILQﬂdﬂ Inthe developingworld, manythingswerejustnotpossible before modern
E Dl [ n | technology - it is often about providing services that were lacking rather
na |ng BC no Ugy than improving the quality of services which were already available.
Trevor Davies,
nformation and communications technology (ICT) has transformed society KPMG Partner
over the last 30 years. ICT not only ushered in the information age, but ICT-
based technologies have also been instrumental in enabling the research,
development and growth of technologies in many other fields such as applied
science, engineering, health and transport. Consequently, we have chosen to The consequences of enabling technology

focus solely on ICT for the purposes of this report, as a new wave of technological
advances is now creating novel opportunities, while testing governments’ ability

to harness their benefits and provide prudent oversight. 010110 1 1 |

110011 [ § ] 0}
The exponential growth in the volume and speed of access to information and communication has numerous 101000 B B .
effects. It can generate new markets and challenge existing institutions. Unlike some other trends, there are [ § J 0}
no clear indications of enabling technologies shaping the future of government more so in one region than
another. While developed countries may have greater access to many of these technologies at present, many ) ) ) )
technological innovations provide ‘leapfrog’ opportunities for less developed countries to capitalize on new Transformation of Big data The boundary between what is Change of security and
and changing markets. For example, regions with no previous dense telecommunications networks, such as communication considered public and what is - policing to focus on dealing
Africa, have benefited more than those countries which already had fixed-line telecommunications. considered private is blurring with cyber crime

The evidence of change
Global internet I
users in 2000; - 360 million
Global int t —

oo I 2.4 bittion

service models for manufacturing transformations

The global value of the ‘app economy’ is projected to be

USD151 BILLION ElkC

BY 2017.%

of the digital data in
the world today was
created in the last
two years."

Case study pp

Hon Hai/Foxconn (a major Chinese electronics manufacturer) plans to introduce 1 million robots # —100.000
into its manufacturing processes in just three years.” - '

o g

Cyber security:
An emerging threat

The digitization of so many aspects of people’s lives and businesses presents an enormous opportunity for improved efficiency and
productivity, but it also presents a significant new type of risk in the form of cyber security challenges. Governments will face pressure
to protect their citizens, their own operations and the security of their nations from threats not seen before.

The European Union Institute for Security Studies predicts that “over the next two decades, the cyber sphere is likely to become an

Survival is less certain in a technologically-enabled Already, cyber attacks account for USD300 billion to . , o . ) o

d. creating maior challenaes for qovernments in USD1 trillion in alobal losses. * arena of conflict and tension between states of all political stripes, not least among those for which cyber security is a key component
world, g maj g g g ) of intelligence and military strategy, and also between individuals or private companies.”*® This trend also exposes critical infrastructure
the areas of economy and employment.

to threats from both enemy states and non-state actors in a new manner.#6 Cyber actions can infiltrate nuclear plants or disrupt financial
systems.*’” As the security dimensions of global internet connectivity become increasingly salient, the traditional neutrality and
stakeholder governance model of internet governance will need to change.*®

75 YEARS

Average number of years a
company spends in the
S&P 500 index*

15 YEARS

- 5 YEARS

|
1937 2011 2025 USD300bn| USD1tn!
(KPMG PROJECTION)

Implications and responses

* As threats easily transcend national borders, emerging cyber security threats call for international cooperation and information
sharing, especially during a crisis.*

Most countries that have established cyber security as a priority have created some form of coordinating body to manage
responses, though the departmental responsibility varies.*
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Implications for governments Global heatmap by year of mobile 4G (LTE) deployment”
What governments need to change? 2009 2016

Governments may need to:

[:' ¢ Think, plan and assess more rigorously the impact that enabling technology will have on a nation’s
[ economy, industries and markets, including the risks arising from an increased rate of economic,
industry or market obsolescence.

2~ o |everage advancements in technology to develop evolved channels of service delivery that are
N~ integrated, quicker and more scalable.

e Address higher cycle rates of skills obsolescence with employment and workforce dislocation
consequences through re-skilling training programs.

Developing country governments may need to:

, 2=~ * Consider how enabling technology can provide ‘leapfrog’ opportunities that can bypass
= intermediate technologies and/or legacy systems.

[

How governments need to change?

Governments may need to:

Q e Plan for new and emerging technology impacts:
aes

— positive impacts require a plan for skill development in new and emerging areas such as the
‘app economy’

— negative impacts require a plan for employment skills obsolescence and workforce dislocation. ) . . L .
9 P 9 P Pioy Note: LTE is Long Term Evolution, a 4G mobile communications standard (source: Oxford dictionary).

e Use big data to extract value out of existing data assets to better inform and target decision-
making, service delivery, etc.

e Use new and emerging technology, including social media, to commmunicate both to and from the
citizenry.

e Position themselves as an early adopter of technology rather than a follower, thus requiring a
commensurate shift in risk appetite.

)..

Consider structures that facilitate the early adoption of proven technology as a priority.
For instance, making the Head of Technology a senior post. Aad haa r

L
2
H1

@ e Emphasize training for government executives to increase their awareness of new technologies
and innovations.

Unique Identification Authority of India

e Ensure access to leading thinking on new and emerging technologies, technology trends and
the relevance to governments, for instance, investing in research institutes attached to leading
universities.

In India, the Unique Identification Authority is leading a significant effort to use biometric information to create unique and secure
government records for its citizens. The goal is to create a 12-digit secure identification for at least 600 million Indians within five years.*
The impetus for the effort is the tens of millions of Indians without any formal registration document or birth certificate who can use the

new Aadhaar unigue identifier to access government services or other core services like mobile phones and bank accounts.*

However, during its next phase, the Aadhaar program may also be able to act as the foundation for a deeper modernization of Indian
public services, if the public sector chooses to embrace the opportunity. For example, Aadhaar numbers are being used as the basis for
managing direct cash transfers to the poor,5 and removing administrative barriers to access a range of other social and private services
(such as telecommunications and banking).®®

If the Indian government is successful in integrating Aadhaar with a wide array of government programs, the benefits to government
and society would be substantial. A 2012 study found that the internal rate of return to government on its investments in the scheme
would be just over 50 percent in real terms.%®
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lobal meqgatrend #4 Implications for government

What governments need to change?

Fconomicinterconnectedness overmentomay need o

C“. ¢ Manage the interconnected risk (contagion) related to the financial sector and market failures
while continuing to encourage growth in trade relationships.

he interconnected global economy will see a continued increase in the

levels of international trade and capital flows, but unless international

conventions can be strengthened, progress and optimum economic
benefits may not be realized.

\.\\ ¢ Align their national regulatory regimes and systems with international regulatory regimes.

e Be more fully aware of the economic impacts arising from interconnectedness, such as tax
regime ‘arbitrage’ and the increasingly global markets for:

. . N . — high-end skills and labor
For governments, the trend toward further economic interconnectedness brings significant potential and a

major push toward global free trade could shift 650 million people out of poverty over a 10-20-year period.®’ — research, innovation and new technologies
However, there are also new challenges as economies are increasingly connected to risks beyond national
borders. These risks not only move quickly, they also defy the scope of national regulation, demanding
international cooperation. As the trend toward increased economic interconnectedness is expected to
continue, governments throughout the world will need to ensure that they have the policy frameworks in How governments need to cha nge?
place to capture the benefits of trade and manage the risks.

— capital investment flows.

Governments may need to:
The evidence of change

Global trade as a share of GDP
increased from:®

( e Implement strategies to enable better, broader and quicker alignment of national regulatory
Global Foreign Direct Investment stocks have ] regimes to international regulatory regimes, and national market supervisory norms to

QU I NTU P LE D international market supervisory norms.

|
|
~ 63% — |
Global growth in tradeis | Developing country governments may need to:
projected to continue at I asa share of GDP,
~ 0, i
~40% approximately : from approximately 6% to 30%.% == * Update their structures such that they are consistent with internationally professional regulatory
o I EmEEEE  rggimes.
|
| @ ¢ Develop increased skills for aligning national policy based on international agreements.
0 .
|
|
ANNUALLY |
1980 2011 through to 2030.% | m
1980 2011

Asia’s share of global

exports is expected to 0
NEARLY DOUBLE TO 0

of reciprocal trade agreements currently in force
by 2030." have been introduced since 1990.% -

The consequences of economic interconnectedness

B o - d.i.
= S b mﬂlm
== * L

Trade and investment Increasingly complex Declining barriers Greater risk for international : Q =
continue to trade and investment to trade (economic/financial) '

increase growth relationships contagion events
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Participation in regional trade agreements (RTAs)”

World Trade Organization (WTO) Deeper integration:

Participation in goods and services RTAs TheTrans-Pacific Pa rtnership
0 1 - 0

The Trans-Pacific Partnership (TPP) is a trade agreement currently under negotiation between 11 countries on both sides of the Pacific
(Australia, Brunei, Chile, Canada, Malaysia, Mexico, New Zealand, Peru, Singapore, the United States and Vietnam are currently
members, with Japan having recently received approval to join negotiations). The TPP represents the largest ‘regional’ trade agreement
currently under negotiation, though it is not the only one currently in progress — member countries are also involved in the Pacific
Regional Comprehensive Economic Partnership, the Pacific Alliance and agreements with the European Union.% If Japan and South
Korea were to join, as some predict, member countries would represent 40 percent of world GDP and about 27 percent of current
world exports.®® It is a demographically and economically diverse group of countries, with GDP per capita at purchasing power parity
ranging from USD3,000 in Vietnam to USD60,000 in Singapore.®’

The 29 chapters under the TPP negotiation would liberalize trade and goods and services as well as investment well beyond what
has been achieved in other previous trade agreements.® In addition to tariffs on goods, the agreement would cover services and
investment, and traditionally domestic policy areas such as government procurement, intellectual property, agriculture, environmental
issues and telecommunications.®® Regulation of patent protection for pharmaceuticals, for example, see interests in stronger patent

protection balanced against interests in access to more affordable generic pharmaceuticals to manage healthcare costs.”

TheTPP is an ambitious agreement whose impact could have even larger influences on the shape of economic interconnectedness
over time. It involves a clear effort to expand the international trade rulebook, and it is open-ended with a goal of expanding membership
over time.”" If, as expected, the TPP launches further growth to a larger trade agreement with broader coverage through the region, it is
expected to increase world trade by 12 percent by 2025.72 The results could be more significant if the groundwork leads to a renewed
investment in the WTO framework.

“ No part of our interconnected
world isimmune. The crisis is
global, and the way out must also be
global. By working together, we can
make the whole of our policy actions
more than the sum of their parts.®*

Christine Lagarde,
IMF Managing Director
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Global megatrend #5
PUDIIC dent

ublic debt is expected to operate as a significant constraint on fiscal and
policy options through to 2030 and beyond. Governments’ ability to bring
debt under control and find new ways of delivering public services will affect
their capacity to respond to major social, economic and environmental challenges.
As KPMG International research has shown, contrary to widespread belief, today's public debt problems
did not simply emerge out of the global financial crisis and the stimulus spending that followed. Most major

economies had already amassed sizable debts before 2008 and were posting budget deficits in the five+
years preceding the global financial crisis.” This position made the road back to prosperity a much longer one.

The evidence of change

Public debt in developed
countries has ballooned
over the past half decade.”

If current trends
continue, global
levels of net public

Net debt-to-GDP ratios
(% of GDP) have increased:

98%

of GDP by 2035.7

2007 2013

|
|
|
|
|
|
|
|
|
|
|
|
|
(Estimated) I

Status quo projections for 2035 would
see net debtrise to an average of:’®

_133% of GDP in the Eurozone
213% of GDP in the US

386% of GDP in Japan

By 2030, population aging will drive up health
and pension spending by a projected:

4.4%
n 0 of GDP in developed countries

o
3.2 /0 of GDP in developing countries.”

The consequences of public debt

I N A

J)

debt are setto reach.

Implications for government
What governments need to change?

Governments may need to:

@. e Particularly in the developed world, focus on restoring government balance sheet health
P through surplus or balanced budget settings and improved fiscal sustainability settings once
world economic growth levels have stabilized. This will inevitably involve both a revenue and
expenditure-side assessment.

® Have tighter and greater control over expenses.

¢ |Improve fiscal measurement so that separate structural budget settings are readily identifiable
from other budget measures. For instance, budgets that are required for nation-building
infrastructure or debt retirement.

e Putin place independent mechanisms for fiscal policy settings that balance the sovereignty term
of elected government against the balance of prudent medium to long-term fiscal planning. For
instance, the ‘Fiscal Compact’ requires Eurozone member states to place key fiscal restraining
limits into their national constitutions in order to better ensure balanced budgets and the
adherence to debt ceiling protocols.

How governments need to change?

Governments may need to:

e

=g

¢ Implement intergenerational cycle fiscal sustainability initiatives, including:

— the preparation of periodic intergenerational reports
— the preparation of periodic national infrastructure priority plans
— the establishment of an insurer-of-last-resort provision.

—= _ e Establish independent fiscal advisory bodies that advise political leaders and focus on the

miEEEE  quantum of spending, thus enabling governments to focus on the quality of spending.

@ * Ensure sufficient financial understanding and awareness for political leaders.

vernments need to demonstrate a greater commitment and capacity to control
nfinances and to live within their means. It is not about the size of government

spending or the extent of social welfare or the level of entitlement spending that a

Increasingly Increased Reduced capacity Population aging Limited potential nation’s citizenry wishes to embrace. It's about the affordability of that embrace.

important exposure to to address future exacerbating to meet growing .
international and global market international public debt demand for new Nick Baker,
intergovernmental risks economic/fiscal services KPMG Partner

fiscal relationships financial shocks
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General government gross debt in 2013™

Percent of GDP
[] Nodata B 50-75%
[ Lessthan25% [ 75-100%
= 25-50% [l 100% or more

Note: While net debt was used previously in this chapter, many governments do not post these figures.

As such, we have used gross debt here.

“ It will take decades to lower
public debt to where it was
before the crisis or, in any case, to
levels that do not expose countries to
risk. But the task is not impossible and

good shortcuts are not available.”

Carlo Cottarelli,
Director of the IMF’s Fiscal Affairs Department

Future State 2030:
The global megatrends shaping governments

Case study pp

Public debt
in the United Kingdom

By the time the global financial crisis began in late 2008, the UK had already posted seven consecutive annual budget deficits. Public
finances quickly deteriorated further. Net public debt soared from 38 percent of GDP in 2008 to an estimated 86.1 percent in 2013.

Like so many advanced economies, stimulus measures and financial sector support “prevented the worst case scenario, but ... also
extended the time frame over which imbalances would be unwound.”&

Significant challenges remain. Net-debt-to-GDP ratios are not set to peak until 2016 when they will reach 93.2 percent of GDR according
to IMF estimates.®! Debt interest payments will continue to squeeze program expenditure. Between 2011/12 and 2017/18, the share of
spending devoted to servicing central government debt is forecast to rise from 74 to 10 percent.®?

Until now, the UK has benefitted from low borrowing costs. However, interest rates remain sensitive to the reversal of quantitative easing
and reduced investor confidence. Even a 1 percentage point rise in interest rates in 2013/14 would, by 2017/18, have added an extra
8.1 billion Great Britain pounds (GBP) to yearly debt servicing costs (see Figure 2).% Fiscal consolidation is needed while rates are still low.

Figure 2: The projected impact of rising interest rates on debt servicing costs
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Yet important steps have been taken towards achieving fiscal sustainability. Recognition of growing pension liabilities caused by
population aging has seen a number of reforms. Mandatory retirement ages have been abolished. The eligibility age for state pensions
has been raised.

The creation in 2010 of the Office for Budget Responsibility (OBR) signals a greater commitment to improved fiscal planning. The OBR
is charged with producing independent economic forecasts and long-term assessments of the health of public finances. It has already
been credited with depoliticizing the economic analysis used in the budgetary planning process.
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__Global megatrend #6
FCONOMIC power Shift

merging economies are lifting millions out of poverty while also exerting

more influence in the global economy. With a rebalancing of global power,

both international institutions and national governments will need a greater
focus on maintaining their transparency and inclusiveness.

Driven by trade liberalization, economic reforms and freer movement of capital and technology from

the developed to the developing world, emerging market economies (which include China, India, Brazil,
Russia, South Africa, Mexico, Indonesia and others) are becoming increasingly important players in
international finance.?* This shift in economic power has not been without its challenges. As nations have
acquired more wealth, many have also experienced growing inequality within their borders.

The evidence of change

Developing countries
will be home to 440 of
the world’s fastest
growing cities,
generating

47%

of global GDP growth
through 2025.%

d250/ 0

of global GDP.¥’

Developing countries
will account
for an estimated

57%

of global GDP by 2030.%

By 2030, China and India will account for v

MMMMM

Over the next five years, acquisitions of foreign
companies by Chinese firms are setto

370/0 ; double,

Today, developing
countries account for

of global trade.
by 2020 they could

89
| |
quadruple
‘South-South’ flows make up roughly half of that total.® _
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organizations.”

Pascal Lamy,
Director-General, WTO

The consequences of economic power shift
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as the engine multi-polar source of base driving economic
for growth world order sustaining growth opportunities
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Implications for government
What governments need to change?

Governments may need to:
@. e Foster a greater understanding of a nation’s economic comparative advantage in a
post-power shift world.

[
\.\\ e Adopt a different approach to regulating financial capital flows and investments to reflect
= the shift:

— from publicly owned multi-national corporations investing in foreign countries to
government-owned corporations undertaking direct investments in another foreign state.

¢ Develop clear policies supported by regulation related to foreign-government ownership of
key national assets and resources.

Developed country governments may need to:

& * Focusonnew and emerging markets and market access, including possible trade agreements,

= trade visits and the establishment and/or expansion of trade offices in a range of new countries.

How governments need to change?

Governments may need to:

‘Q - ¢ Review how to manage direct foreign investment of their national assets.

====e Consider how to assist in adjusting the national economy in a post-power shift world.

e Implement strategies to attract inward investment, including favorable tax and business
policies and education for key skills.

HL
I}I}l
HL

trade agreements.

@ e Build up skills in medium to long-term economic modeling and scenario analysis of
comparative economic advantage in a post-power shift world.

Some developing country governments may need to:

__= e Setup foreign investment review boards.

‘ ‘I’m convinced that the essence of globalization today provides the

world with many more opportunities than risks ... However, if these
positive forces of globalization are to benefiteveryone, we have to createanew
balance of power:inworldtrade,inthe consumptionofresources,ineducation,
in the fight against AIDS and in state finances.To putitin a nutshell, we need a
globaleconomywhich complies with the rules of afair requlatory framework.’"

Angela Merkel,
Chancellor of Germany

e Broaden their participation in international trade agreements, including bilateral and multilateral

Future State 2030:
The global megatrends shaping governments

Economic growth of BRIC countries in 2030

Developed countries: BRIC countries:
@ Real GDP 2010 @ Rcal GDP 2010
Real GDP 2030 @ Real GDP 2030

‘ RUSSIA

us

, JAPAN

i)

Casestudy pp

China in Africa

Between 2000 and 2011, trade between China and Africa has grown in value from USD10.5 billion to USD 166 billion.* As a result,
China has now overtaken the US as Africa’s largest trading partner.®* In the same period, China has also substantially increased its aid
to the continent, committing roughly USD75 billion and equaling nearly a fifth of the total flows reported by Western governments.®®
Finally, while a large part of this foreign investment has been directed to natural resource extraction, in the last decade there has been a
broadening towards more investments in telecommunications, construction and banking.%

The expansion of China into Africa has served its political and economic interests — namely securing energy and other resources for its
booming population — but has also been essential to providing Africa with much-needed technology and financial resources.®” However,
some have criticized China for importing oil and raw materials while flooding Africa with inexpensive textiles and clothing that are
endangering the survival of African manufacturers.%®

The Forum for China and Africa Cooperation (FOCAC) has helped promote a more trusting and mutually beneficial relationship between
the regions. Through FOCAC negotiations, China has allowed Africa an increasing amount of products into China duty-free, especially from
least developed countries.*® The 2013-15 FOCAC action plan also includes agricultural cooperation and technology transfer initiatives.'®

A report on Sino-African relations from the Centre for Global Development (CGD) explains that China’s actions in Africa have been
shaped by its own experiences of development.'® For example, Special Economic Zones, which have been used successfully in
China, are an approach the Chinese are now helping to replicate in Africa. CGD asserts the importance of such South-South learning
experiences cannot be overestimated.'?

As the relationship between China and Africa intensifies, a key issue in many countries will be improving governance. For instance, in
some countries with weaker institutions, infrastructure projects financed by the Chinese are not always subject to competitive bidding
and specifics on the nature and terms of financial assistance are frequently opaque at time of signing.’® Enhancing transparency in
China'’s African operations will be necessary to maintain goodwill and promote stronger ties in a continent of rising economic strength
and opportunity, and one which will be increasingly courted by other emerging powers in the coming decades.
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Global megatrend #7

blimate change

ising greenhouse gas emissions are causing climate change and driving a

complex mix of unpredictable changes to the environment while further taxing

the resilience of natural and built systems. Achieving the right combination of
adaptation and mitigation policies will be difficult for most governments.

The complexity and uncertainty associated with climate change often paralyzes government action at the
national and international levels. However, combating climate change will require unprecedented levels
of multilateral cooperation to prevent the worst effects of rising CO, levels in the next century. This will
also require immediate efforts to ‘climate-proof’ communities for the effects of climate change that are
already locked-in.

The evidence of change

I By 2050, costs of extreme weather | Adapting to a 2°C warmer world by
already 14% higher than the | could reach up to 1% of world GDP | 2050 will require investments of

estimated emission levels I per annum.'®
required to meet the 2020 goal.™® !

With a warming of 2-3°C:

20-50% of species
would be at risk of
extinction.'”

Emission levels are too high—

CURRENT
== CO, LEVELS

TO MEET
2020 GOAL

usp7oB! usD100B !

|
|
USD720 BILLION, i
|
|

[
[
[
[
[
[
L CO, LEVELS :
[
[
[
[
1

With a warming of 3-4°C, up to
200 MILLION PEOPLE
could become permanently
displaced due to rising sea levels,

flooding and droughts.!®

' =50 million

The Amazon rainforest  Irreversible melting of
could dry up. the Greenland ice
sheet could occur.

THE DEVELOPING WORLD WILL SHOULDER

75-80%

of adaptation costs, with East
Asia and Pacific regions
carrying the highest costs.'®

LOCAL MITIGATION EFFORTS ARE
INCREASINGLY IMPORTANT

Cities account for

60-80%

of energy consumption and are
responsible for the same portion
of global CO, emissions."

|
USD70-USD100 BILLION PER YEAR."®

Qs 13
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Allacross the world, in every kind of environment
andregionknowntoman,increasinglydangerous
weather patterns and devastating storms are abruptly
nend to ong-running debate over whether

sreal. Notonlyis itreal, it's here, ==
vingrise to afrighteninglynewglobal
ph‘é‘ﬁ'oménog'fhe man- made natural disaster."!
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The consequences of climate change

* HF

The challenge of global
cooperation

Unpredictable, dramatic
ecosystem impacts

Pressure to adapt to
‘locked-in’ effects of
global warming

A greater role
for cities
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Implications for government Projected CO, emissions in 2030™

What governments need to change? Millions of metric tons of [ 250 MtCO, orless [ 4000.1 to 5000 MtCO,
CO, produced annually [] 250.1to 1000 MtcO, [ More than 5000 MCO,

Governments may need to: [T] 1000.1 to 4000 MCO,

@. e \Nork more vigorously internationally to set targets and carbon pricing and subsequently
@ implement actions to hit agreed targets.

e Allow a greater role for cities through local policies or programs to address climate change
impacts.

Recognize the increased imperative to reduce carbon usage at national levels through policy
(e.g. carbon trading system), regulation (e.g. carbon taxing and/or pricing signals) and/or
programs (e.g. promote carbon reduction behaviors).

0

e _~ * Institute long-term plans that include mitigation strategies for increased extreme weather
?%” events.

— This will be particularly important for the world’s ports, which are responsible for handling the vast
majority of world trade and will be particularly at risk for storm surge damage and rising sea levels.

)

e Further reduce their economic reliance on carbon, for instance, investing in renewable energies.

How governments need to change?

Governments may need to:

e Design long-term plans for climate change that include:

§O
)

\/
i

— strategies for reducing their economy’s reliance on carbon

— mitigation strategies for increasing extreme-weather events, particularly in coast