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As industries reconfigure, new domains
of growth are emerging

Industries and sectors, 2023 Domains, 2035
Total value of sectors Total value of domains
$105.28tn $132.54tn
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Source: PwC research and analysis

This simplified graphic suggests just how much value will be in motion amid the
large-scale reconfiguration underway. Because these domains bring together a wide
range of economic sectors, they are naturally larger than the traditional sectors and
create new growth opportunities for a wide range of companies within and across
them. That is why we call them domains of growth.
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The fragmenting and recombining lines in the chart speak to two fundamental
realities at the heart of industry reconfiguration. First, opportunities. Industries and
companies don’t change for the sake of change. They evolve as new market dynamics
alter the set of available opportunities, as leaders invent and seize new possibilities,
and as competitors respond with moves of their own. Second, uncertainty. Massive
as the impetus for reconfiguration is, its pace and extent, particularly over the next
decade, is uncertain. We’ve tried to capture the implications of that uncertainty by
developing three divergent scenarios for future growth.

Opportunities within and across domains

To understand what could happen within domains, consider how we build:

As technology creates new opportunities to construct and operate buildings more
efficiently, traditional activities such as real estate, construction, and building
management will be joined by innovation spaces such as smart, sustainable
buildings; build tech and data; and smart city infrastructure. For example, IKEA,
the Swedish housewares manufacturer and retailer, has ventured into urban
planning and smart city solutions through initiatives underpinned by Al-enabled
data insights, generative design algorithms, and predictive analytics. PwC research
suggests that a decade from now, this grouping of activities could represent US$14
trillion in value added to global GDP.

The domains also hold tremendous potential for companies in sectors such as
financial services and telecommunications, whose businesses cut across and enable
all of them. The telecommunications sector offers a series of compelling possibilities,
such as providing traffic management systems and the related communications
infrastructure for smart cities (how we move), making plays in wearable devices

and telehealth services (how we care), creating connectivity to authenticate

the provenance of the food supply with blockchain technologies (how we feed),
providing real-time data and analytics from connected buildings (how we build),

or scaling cross-border smart grid systems that facilitate regional energy sharing
and trading (how we fuel and power).
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Economic uncertainties

Exciting as all this sounds, there’s quite some distance between the industries

of today and the domains of tomorrow. As our colleagues described in a recent
strategy+business article, a multitude of factors—including massive investment
needs, interdependencies among thousands of players, missing regulations, slow
technology adoption, reluctance to abandon legacy assets and massive investment
requirements to replace them—could slow the pace of change. Although these
factors are far too diverse and complex to measure across the global economy, we
undertook to create economic proxies for the wide range of uncertainties at play,
in two ways.

Al uncertainties

Artificial intelligence is only part of the
industry reconfiguration story. Still, if Al
fails to deliver a positive productivity shock,
the range of possibilities for innovation and
growth will diminish, reducing the pace and
extent of domain formation.

A critical variable is whether leaders and companies trust it enough that they become
comfortable fundamentally rewiring the functions and tasks of their organisations.
That trust will rest both on how well the Al works and on the responsibility with
which it is being harnessed within and outside company walls. For Al to disappoint,
it doesn’t need to run amok or take control of humanity. Rather, it comes down

to whether leaders conclude that the risks of deep integration in the core of the
business outweigh the likely productivity benefits.

In addition, there’s the critical question of what leaders and organisations do with

the productivity gains, whatever their size, made possible by Al. In economic terms,
it’s a matter of whether the business innovation sparked by Al creates more new tasks
for people to perform than the number of tasks it destroys.


https://www.pwc.com/gx/en/issues/transformation/reconfiguration-imperative.html
https://www.pwc.com/gx/en/issues/transformation/reconfiguration-imperative.html
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Decisions and actions by thousands of individual leaders, their organisations,

policy-makers and standard setters will shape the direction of travel. We sought to
capture this variability in our economic modelling in two ways. One was by varying
assumptions about the productivity impacts of Al adoption. The other was by varying
assumptions about task creation as Al takes on tasks currently performed by people.

Climate uncertainties

Climate change brings two critical uncertainties to the decade ahead. One is the
magnitude of economic cost associated with physical climate change. The other is
our response: will the growing economic cost of physical climate risk cause business
and government leaders to decarbonise more aggressively? Or will we enter a vicious
cycle in which the growing costs of climate damage undermine our capacity to fund
the decarbonisation that would create more favourable future economic conditions?
Time will tell.
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What we can do today is to understand the economics of those choices. In a
previous, separate research effort, PwC highlighted the large gaps between existing
technologies, infrastructure and investment—and the higher levels needed for rapid,
large-scale decarbonisation. (For example, annual clean energy investment would
have to rise substantially from US$1.8 trillion in 2023 to US$4.6 trillion in 2030,
according to International Energy Agency estimates.)

The flip side of uncertainty around the bridging of that gap is uncertainty

about the writing off, or ‘stranding,’ of assets replaced by those new investments.
PwC climate change experts translated data from market-standard climate
transition scenarios (principally from the NGFS and the International Energy
Agency) into a range of possibilities about renewable energy ratios, prices for fossil
versus renewable energy sources, and stranded assets over the decade ahead.

Our economists then brought this data into their general equilibrium model. This
enabled them to estimate the cost under different decarbonisation scenarios of
retiring carbon-intensive assets used for activities such as electricity generation,
manufacturing and mining. The general equilibrium model used by our economists
assumes that any stranded assets would be replaced by less-carbon-intensive ones,
creating puts and takes in terms of sector-level investment, consumption, and output
for different scenarios.


https://www.pwc.com/gx/en/issues/esg/the-energy-transition/bridging-gaps-to-reach-energy-transition-goals.html
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Over the decade ahead, the uncertainties we’ve just described will collide and
interact with other major forces at work to shape the growth environment. Although
a wide range of outcomes is possible, we’ve focused on three scenarios to bring the
future to life. These scenarios differ from many that abound in management writing,
techno-forecasting, climate science and works of fiction because they only go out to
2035. That’s not enough time for, say, an eco-tech-utopia to emerge, or for acrid skies
and flood zones to dominate the landscape.

But we will build momentum, in the next ten years, towards one of those outcomes—
with significant implications for the operating environment facing global business
leaders. Each scenario is based on different assumptions about the key Al and
climate variables fuelling our economic modelling efforts. All of the scenarios can be
compared against a baseline projection that assumes a ‘business as usual’

approach, in which historical economic trends continue without significant
deviations, over the next decade. The results are not predictions of the future;

they are simply a means of analysing the potential impact of those varied
assumptions on future economic performance.

Trust-Based Transformation

In this scenario, the integration and responsible use of advanced technologies
enables widespread productivity growth and task creation while supporting
sustainable solutions and innovation. Frameworks for trust (including global
standards and cooperation) would be part of this picture. The economic benefits of
Al would significantly exceed the stranded assets costs associated with ambitious
decarbonisation, leading to growth rates higher than our baseline expectations for

economic growth, even adjusting for climate-related economic damages.

Tense Transition

It’s easy to imagine a world where national and regional interests take centre
stage; where sustainability efforts are restrained; and where technology is more
fragmented, less trusted, and less able to deliver on the productivity potential of
Al Growth would be status quo at best, with Al gains nearly offset by the costs of
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physical climate change. The energy transition would proceed more slowly,
stranding fewer assets in the near term and setting the stage for larger physical
climate risks in the future.

Turbulent Times

The third scenario assumes a future of atomised (local and individual) interests,
disruptive and divisive technology, and suspended sustainability efforts. Conflicts,
instability and heightening uncertainty could conspire to diminish trust in
technology and the economic benefits it generates; to create tasks more slowly
than they are automated away, reducing employment; and to neglect sustainability
measures at the cost of the future. Tensions over free or fair trade continue to
fracture geopolitical alignments and hinder international collaboration. Growth in

this scenario could dip below the baseline expectations.

In the near-term, tariffs and rising geopolitical tensions seem to be taking us further
from a trust-based world. Perhaps, though, the longer-term economic advantages

of working together will cause the pendulum to swing back. And although it’s
impossible to know now which tomorrow will emerge, the uncertain future in no
way diminishes the importance of the new domains of growth. As Ilya Prigogine, the
Belgian chemist who studied chaos in the physical world, famously said, ‘Uncertainty
is at the very heart of human creativity.’ Indeed, today’s uncertainty is pushing all of
us, as individuals and organisations, to explore exactly the types of new ideas and
solutions that are at the heart of the domains.
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Growth opportunities in three scenarios, 2023-35
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To prepare for any of the three tomorrows, leaders should get ready now by
creating a holistic agenda for innovation, competitive advantage and removing
obstacles to reinvention. Many will also need to expand their perspective to
embrace uncertainty, take a systems view of the forces at work and think
exponentially about the possibilities ahead.

Priorities for continual reinvention

System-wide change is underway, and that means companies need to become

as dynamic as the forces at work around them. In practical terms, this means

three things. First is igniting innovation in their business, operating and energy
models. Second is mastering emerging sources of advantage by competing in new
ways on technology, on trust, and for scarce supply. Third is addressing blockers

of reinvention, which often founders on the shoals of inertia, capability gaps,
decision-making breakdowns, or mismatches between business goals and regulatory
realities. Transforming obstacles like these into enablers such as capability-

driven deals, well-aligned tax and regulatory strategies, empowered leaders, and
entrepreneurial organisations will help determine the pace and extent of change

for companies, industries and society. In a companion article, ‘Reinventing your
company for growth,’ we’ve described in more detail how to tackle these priorities,
illustrated by examples of companies who have already embarked on the journey.


https://www.pwc.com/gx/en/issues/value-in-motion/reinventing-company-for-growth.html
https://www.pwc.com/gx/en/issues/value-in-motion/reinventing-company-for-growth.html
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Effective action plans begin with a realistic assessment of a company’s current

foundation for tomorrow’s—some companies will be better positioned than others
to thrive in new growth domains. For example, until lagging companies modernise
their data and address their technical debt, they won’t be able to make full use of
Al, and they’ll struggle to thrive in emerging business ecosystems. The upshot:
companies that are behind now are likely to be further behind later—regardless of

31

state. Because companies perform progressively—today’s performance provides the

where they choose to compete—unless they have a plan to remediate, then reinvent.



The leader’s guide to value in motion | 05 The reinvention agenda PwC 32

Mindsets for a prosperous future

To act differently, leaders also need to think differently about uncertainty,
the interrelated forces at work and the exponential possibilities ahead.

Embrace uncertainty

Leaders hoping to nurture, build and scale ideas and solutions need to navigate
uncertainty effectively so they can achieve economies of scale and scope, and make
good choices about where to compete.

The size of the domains, magnitude of
opportunity within them, and pace of
innovation will be influenced by the scenario
that takes shape over the decade ahead. It’s
always easier to carve a big slice of a larger pie.

Strategic participation in domains of growth will become even more important
in less favourable scenarios, because players who see beyond traditional industry
and sector lines will be more likely to identify ways to leverage and integrate
their capabilities to gain economies of scope and grab growth opportunities.

At the same time, the attractiveness of specific opportunities will vary based on the
future we choose. Looking again at ‘how we build,’ it’s easier to imagine, say, real-
time data gathering and analysis from networks of connected buildings in a world
of Trust-Based Transformation; or to see the merit of specialised insurance products
to cover risks of building damage due to social instability and cyberattacks in
Turbulent Times. There also are likely to be no-regrets moves for multiple scenarios,
such as the pursuit of building material recycling and intelligent lighting systems.
To illustrate these and other possibilities, we’ve mapped a broader set of forward-
looking opportunities against different states of the world for ‘how we build’ below.
An immersive digital experience maps opportunities for all of the domains.
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Innovating ‘how we build’ in an uncertain world
Trust-Based Transformation Tense Transition Turbulent Times

Cloud-based, Al-enabled time and project
management software for architects

Real-time data gathering and analysis

from connected buildings

Provider of modular construction products

Energy-saving building control for office towers and public buildings

Construction 4.0 consulting firm

Source: PwC research and analysis

Geopolitical uncertainties, with their implications for global business strategies
and for the attractiveness of pursuing market opportunities or conducting
business activities in different regions, are an increasingly important element of
these dynamics.

Take a big-picture view

Leaders who understand the mutually reinforcing nature of the forces at work
today will be better positioned to navigate the dynamic systems they are part

of. They’ll recognise, for example, that Al and other advanced technologies

are broadening and deepening the potential for business and operating model
innovation, both of which will drive industry reconfiguration and put value in
motion. They’ll understand the need to support Al advances and transformations
in mobility, manufacturing and power with investments in energy grids, energy
storage and hydrogen grids, not to mention the use of carbon capture and storage.
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They’ll also see that climate risks are heightening the competition for scarce

global resources and elevating the importance of energy innovation, both of

which are reinforcing the transformation of business models, operating models
and industry restructuring. And they’ll appreciate that feedback loops abound,
with business and operating model opportunities stimulating further technology
innovation; energy and supply chain innovation boosting climate resilience; and
industry reconfiguration accelerating the spreading of product, process and service
innovation from leaders to fast followers.

Think exponentially

It’s often been said that one of the great frailties of the human mind is the inability to
understand the exponential function. This is a time for leaders to stretch themselves
and their management teams to break through that limitation. Doing so is crucial,
because there are exponential qualities associated with both AI and its interaction
with other advanced technologies, and with the possibility that climate risks will
compound in a nonlinear fashion. Industry reconfiguration will reflect both of these
effects, making an exponential mindset invaluable for leaders hoping to gain an
advantage on competitors.

An exponential mindset also puts us in a position to recognise that we may be having
the wrong debates about the future we are creating. The question isn’t whether

we can generate enough clean energy to power Al It’s how to scale and leverage

Al to boost energy efficiency in the economy as a whole. It’s not about whether we
can afford to decarbonise, but about how to channel the productivity and growth
dividend associated with Al into investments today that reduce costly climate risks in
the future. And it isn’t about scarcity and zero-sum gains. It’s about working together
to enable win-win breakthroughs, within and across domains, that create a more
prosperous future.
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