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GovTech is every technocrat’s dream. The extraordinary technological transformation we have seen in sectors
such as financial services and retail trade has also reached the public sector. In a surprisingly short time, all types
of interaction between the State and its citizens will be different. High-end technology is changing the way in which
central and local governments collect taxes, provide healthcare, keep their inhabitants safe, manage public
transport, design their cities and provide all kinds of public services, from simplifying the smallest transactions
between citizens and the State, to some of the most ambitious reform programmes in the world. The goal: to
provide new and better public services, more cheaply and efficiently.

The driver for this change has come about through the rise of GovTech, new technologies designed specifically for
governmental purposes that are applied to public services. This is a global phenomenon, across countries large
and small, with the United Kingdom, Singapore and Israel at the forefront. The last few years have borne witness to
significant growth in the GovTech ecosystem, which already generates more than USD 400 billion throughout the
world (with annual growth estimated at 15%). However, although the public sector is one of the biggest markets,
start-ups have only scratched the surface of the opportunities in the sector. This is particularly important given that
most of the business infrastructure in Europe, and especially so in Spain, is made up almost entirely of SMEs.
Why? Working in the public sector is hard. Start-ups must have a deep understanding of public procurement
processes, they need extremely strong networks, both at the decision-making and execution levels, they require a
product that can integrate with legacy systems and that is robust enough to meet the public sector’s regulations on
privacy, security and data acquisition. They need help to build a viable route towards a market strategy and to
execute it through drawing up bids, pilot proposals, etc. And they need financing from capital funds that back these
ambitions.

Likewise, States face important challenges when they tackle their digital transformation. Rapid changes entail risks,
which require policies that explicitly minimise these. When presented with any kind of need, public sector procurers
must take decisions that prioritise a viable, coherent response to the problem, one that saves time and money. The
way this is done, whether with machine learning, blockchain or intelligent sensors, comes later. Even so, perhaps
the most important challenge for governments as they transform is to be inclusive. This is no easy task. We have
governments of ever-increasing complexity and scope. No company in the world, not even the biggest
multinational, could cope with coordinating such a plethora of essential services and functions, for millions of
people, as those provided by governments nowadays. They have a duty to serve everyone, whatever their ability,
age, gender, opinion, or where they live. For these reasons, and because bureaucracies are monopolist suppliers
by definition, the Government has been slow to use the transformative potential of digital technology to change
itself. It has a dual disadvantage: it is big, and it is slow.

In a world in which people expect the Government to provide public services efficiently and fast, this makes the
challenge even more overwhelming. People are expressing their desire at the ballot box for the State to be more
receptive and the outcome of this disillusionment is made manifest in the form of populisms. It is a call that
demands an answer, that depends on transformation, and on doing it quickly and at scale. At its heart lies a
change of work, of culture and of mindset, changes that are possible because of digital technology. The technology
is not the change in itself, it is what makes the change possible, that is so transformative. GovTech is here to help.
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This document has been prepared by BBVA Research Department. It is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained
from or based on sources we consider to be reliable, and have not been independently verified by BBVA.
Therefore, BBVA offers no warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Any estimations this document may contain have been undertaken according to generally accepted methodologies
and should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are
no guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the
economic context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of
such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its
contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into
any interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any
contract, commitment or decision of any kind.

With regard to investment in financial assets related to economic variables this document may cover, readers
should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are
legally required to provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process is prohibited, except in cases where it is legally permitted or expressly authorised by BBVA.
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