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Executive perspective.

By Jim Stratton, Chief Technology Officer, Workday

As business leaders, storytelling is the most powerful tool we have. Stories unite
large groups of people to move in the same direction and to accomplish shared goals.
Stories illustrate how small changes can eventually lead to big, desired outcomes.
But, only by understanding how things are today can we intelligently guide our people
towards the future we envision.

That’s why I'm incredibly excited about the Al research you are looking at right now.
ChatGPT made the shift to Al tangible for everyone—Al and machine learning (ML)
is no longer the future, it's here now, and it’s easier than it’s ever been to see the
promise and the potential that’s been there for years. We've been using ML for a
decade here at Workday, but now, the whole world is seeing the power of these
technologies to change almost everything we do.

In my conversations with customer and partner ClOs and business and technology
leaders, the biggest challenge I'm hearing with Al and ML is that people aren’t sure
where to start, and they wish they had a better idea of where others are finding
success, and encountering roadblocks, on their journey. That’s exactly what this report
is for, and | hope that after reading it and absorbing the insights it offers, leaders will be
able to tell a better story about Al and their own organization’s goals.

My advice to others is always the same: Be the storyteller in your own organization.
Use a clear-eyed view of the current state as the starting point for the future state
you want to see. With clear goals and guard rails in place, you can tell a story that will
reshape the business.
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Introduction

730/ of business leaders feel pressure to increase Al adoption.
% Three things are holding them back.

Al could be the most transformative technology of our lifetime.
Unsurprisingly, people still aren’t quite sure what to do with it.

This is especially true at the enterprise level, where Al and and machine learning
(ML)—a subset of Al—have long been on the horizon but benefits from their
practical use have remained elusive due to difficulties related to existing
software stacks, workflows, organizational cultures, and budgets. Questions
about responsible Al and ML make these conversations even trickier.

Many decision-makers lack direction and understanding as they attempt to
envision, justify, deploy, and leverage Al and ML. As this report finds, there are
three specific challenges they must overcome if they hope to get the most
from these technologies:

1 Ensure Al is built on a high-quality data foundation.
2 Establish clear use cases and a strategy to move quickly.

3 Overcome the skills gap.

A guide for a pivotal time.

Workday partnered with the international research specialist Vanson Bourne
for anindependent assessment of Al's use so far. The goal: capture the
sentiment around this remarkable technology and explain what people are
really doing, thinking, and feeling about the most significant disruptor many
have ever seen—and then provide a way forward.

The challenges mentioned above were direct results of this research,

and you'll see many more insights below. But despite the challenges, there is
also cause for optimism. Four out of five respondents agree that Al and ML
are necessary in order to keep their business competitive, and two-thirds
say that Al and ML have already increased productivity and operational
efficiencies at their organization.

This report begins with a detailed summary of key findings and continues with
thorough discussions of those three key challenges.

It ends by acknowledging another key takeaway from the data: almost nobody
feels ready to go it alone with Al and ML. Fortunately, they don’t have to.
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Researcher:
Vanson Bourne

Methodology:
1,000 quantitative surveys and
5 qualitative interviews

Personas:
Senior decision-makers in HR,
finance, and IT

Company size:
>500 employees
Locations:

Americas (400) | EMEA (450) |
APJ (150)



Findings at a glance.
The research has generated a wide range of takeaways—some of them rather surprising. To summarize:
« Many organizations are already using Al and ML, though they are likely hindered from achieving full implementation.
« Decision-makers are facing pressure—often from above—to do more with Al and ML.
« Organizations clearly intend to invest more in Al and ML in the coming years.
« Those who have deployed Al and ML are already experiencing tangible ROl across many use cases.
« Those leveraging Al and ML have reservations around data quality and privacy, but few clear answers.

« Many teams worry about ensuring that personnel have the right Al-related skills.

Facts and figures.

Seeing the challenges. Addressing responsible Al.
« Three-quarters of decision-makers agree that there + More than 9in 10 (93%) of decision-makers believe
are “many hindrances” preventing their organization itis important for a human to assist Al or ML when
from fully implementing Al and ML. making significant decisions, rather than allowing

. T the technologies to do it alone.
« 77% are concerned that their organization’s data g

is neither timely nor reliable enough to use with + Only 29% are "very confident” that Al and ML
Al and ML. are currently applied ethically to businesses;

52% - fident” it will b lied ethicall
« 72% say that their organization lacks the skills to oare veryconndent it wiltbe applied ethically

ithin fi .
fully implement Al and ML. within five years

« 39% put potential bias among the top three risks for
Acknowledging pressure and risk. their organization when implementing Al and ML.
« 80% of decision-makers agree that Al is required to
keep their business competitive.

« 76% say their knowledge of Al and ML applications
needs improvement.

« 77% say that uptake of Al and ML at their company
would increase if risk could be reduced.

« The biggest organizational risks of implementing
Al'and ML:
1. Data security and privacy
2. Concerns on accountability
3. Inability to measure ROI

4. Decision-making errors

Anticipating the workforce of tomorrow.

« 45% of decision-makers say Al and ML will benefit
workers by augmenting workloads and creating

new career paths.

« 43% warn that Al and ML will replace some tasks,
causing unemployment among some workers.

e 12% are more doubtful, saying that Al and ML will
replace humans completely and have a negative

impact on workers.

Al1Q: Insights on Artificial Intelligence in the Enterprise | 5



Figuring out use cases.

Almost identical proportions of respondents said they have implemented
Al and ML to assist with the following finance-related tasks, the exceptions
being procurement and sourcing, which have greater levels of usage

currently in place:

« Improved forecasting « Communication and

« Automating nonstrategic tasks data visualization

« Scenario planning « Procurement

« Risk and fraud detection + Sourcing

Consistency was also evident among HR professionals discussing
HR-related tasks:

« Recruiting and applicant tracking « Talent management

« Business analytics « Payroll

« Skills assessment tools « Time and absence
management

« Skills management

Learning management

Feeling optimistic. 65% 63%

Strong proportions of respondents Employee Company
experience revenue

say their existing Al and ML
deployments have improved key
business indicators:

Customer Risk, fraud, and
experience compliance
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The ROl of Al.

Among companies measuring the ROl of
their Al and ML deployments, the results
are favorable.

Poor—below expected RO

' Good—at or near expected ROI

‘ Excellent—exceeded expected ROI

Reaping the benefits already.
All respondents (n=1,000): What do you consider to be the main business benefits from investing in Al and ML?
(Combination of responses ranked first, second, and third.)

Better decision-making and next best action (NBA) business insights

N%

Enabling higher levels of productivity

38%

Automating business processes
35%

Increased revenue and profits
34%

Reskilling or upskilling employees
34%

Reduced headcount and hiring costs
33%

Improved employee retention / experience
32%

Lowering costs

31%
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Companies are on the way.

All respondents: What most closely describes the stage your organization is at when it comes to implementing Al and ML?

26% 26%

16% 16%

Exploring Piloting Rolling out In early
production

14%
2%
— 0%
Looking No plans Don't know
toscale

Al is here to stay.

4%

of respondents’ organizations
are investing in Al, according
to IT decision-makers.

83%

of respondents expect their level of
investment in Al and ML will stay the
same or increase in the next year.
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Challenge 1: ensure Al is built on a high-quality
data foundation.

If you've paid attention to the range of publicly accessible Al tools recently,
you've probably noticed that their outputs are only ever as good as the
information fed into them. Al-generated content, for example, relies on a
discrete sample of data—today this is often a portion of the internet—
forits processing.

You can already guess that bad data can make even the most sophisticated
Al and ML tools go wrong. In fact, models built on high-volume,

largely unstructured data with varying degrees of quality provide less
value and accuracy than models built on smaller datasets of high quality.
The ideal, of course, is high quantity and high quality.

As a result, business leaders have questions. Among them:

« Do we have the right volume of data for Al and ML?
« Isthe data of the right quality?
« |sthe data structured in a way that can be easily used?

« Can we keep it secure and maintain privacy?
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The data on the data.

770/ of respondents are concerned that their organization’s data
9 isneither timely nor reliable enough to use with Aland ML.

Among Al lQ respondents, 77% are concerned that their organization’s data is
neither timely nor reliable enough to use with Al and ML. Similarly, insufficient
data volume or quality was the top reason (29%) for their Al and ML deployments
falling short of expectations.

And, deep within these responses was another fascinating insight: only 4% of
the sample said that their deployments had not fallen short of expectations.

We find it interesting that when it comes to pure ROl (see chart above), Al and
ML implementations are performing very well, but when it comes to expectations
(which are more subjective), it’s a different matter.

Kim Morick, global talent data technology leader for IBM Consulting, puts the
data issue this way: “Every Al solution learns from data. And, you can only see
the data that you have access to.”

This is an organization’s first task. Before they can realize the benefits of Al and
ML, leaders must ensure that their data—and their ability to validate, access,
and move it—will meet the challenge. They also need to consider leveraging
existing solutions that draw on data from existing sources, and whether or not
their software architecture can successfully accommodate these things.

How good is your data foundation... really?

For many, a shaky data foundation stands in their way. When data exists in
various silos, each with different structures, those silos can’t talk to each other,
and there’s no single source of truth for Al to learn from, leading to questionable
results, reduced user confidence, and failed Al and ML implementations.

With Al and ML continuously learning from all available data, it is also important
that any new data is available to the Al as soon as it is created. This helps explain
why so many respondents are concerned about the timeliness of their data—
they know that'’s a vulnerability especially relevant to Al and ML.

A key opportunity with generative Al is unlocking the unstructured data of your
business. Bret Greenstein, Partner, Data, Analytics and Al, PwC US, summarized
this clearly: “People realize there’s just simply so much upside here. If they can
figure out how to do it safely and do it in a well governed way which addresses
data privacy and security, they can drive disruption in their sector.”

This is an organization’s
first task. Before they can
realize the benefits of

Al and ML, leaders must
ensure that their data—

and their ability to validate,
access, and move it—
will meet the challenge.

¢

People realize there’s just
simply so much upside here.
If they can figure out how
to do it safelyand doitin

a well governed way which
addresses data privacy and
security, they can drive
disruption in their sector.”
Bret Greenstein

Partner, Data, Analytics and Al,
PwC US
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Challenge 2: establish clear use cases and
a strategy to move quickly.

Almost everyone feels pressure to move quickly with Al, and that pressure
mostly comes from the top. Interestingly, however, the motivation for the
pressure varies.

« Leadersin IT feel the pressure to be more competitive.

« Forleadersin HR, the pressure is about improving the employee
experience.

« Finance decision-makers say they're being asked to address a skills gap.

This clarifies that along with speed, use-case alignment is a critical challenge.

Regardless of use case, almost all respondents see the benefits of adopting
Al and ML, and those benefits often fall into consistent benefits categories:

o Competitiveness  Risk, fraud, and compliance

« Revenue « Working more efficiently

« Customer and employee « Improved decision-making

experiences

These are common topics in any future-focused discussion. As Spiros Margaris,

founder of Margaris Ventures and a top global influencer in Al and fintech,
puts it, “If you don’t have an Al strategy, people will feel like this is not a
company for the future. | would say that there’s no public company that is
not preparing itself to be asked each quarter what its Al strategy is, even if
it's not its core business.”

However, there are hints that some decision-makers don’t yet grasp how Al
and ML maps to specific use cases and will coexist with their human talent.
This brings us to the strategy portion of this discussion—concerns about
how to best augment rather than replace human talent and keep the right
stakeholders in the loop.
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The human stays in the loop.

Respondents show shared concern for the Al and ML relationship to human
talent. As mentioned above, decision-makers overwhelmingly believe it is
important for a human to assist Al or ML when making significant decisions.
So as organizations navigate this changing world of work, one of the key
opportunities for Al and ML is to intelligently augment human experiences
across finance, HR, and IT.

This frequently happens through intelligent automation that provides
supporting information and recommendations while keeping humans in
control of all decisions. In this way, Al and ML are accelerants: humans are
freed to make faster, better decisions and focus on the strategic conversations
required to evolve the organization.

Al and ML are accelerants: humans are freed
to make faster, better decisions and focus
on the strategic conversations required to
evolve the organization.

Ensuring responsible, transparent Al.

A related challenge is establishing and enforcing standards that can reliably
govern innovation around Al and ML. A critical mass of respondents (39%)
put potential bias among the top three risks for their organization when
implementing Al and ML, and we know this factor is on most leaders’ minds.

Organizations understand this needs to be addressed. Only 29% of
respondents are “very confident” that Al and ML are currently applied
ethically to businesses, but 52% are “very confident” it will be applied
ethically within 5 years.

Several key ethical principles should underpin Al and ML, including building Al
and ML models specifically to mitigate risks, and then providing transparency
and auditability after they're in use. Organizations will continue to be

well served by making sure that no decision is fully controlled by Al and ML
technology, and that people are the final decision-makers and are kept in the
loop at the right places.

Regardless of your vendor, challenge them to back up their ethics principles
just as rigorously as they back up their ROI.
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Challenge 3: overcome the skills gap.

The research surfaces some interesting tensions related to skills, implementation,
and the real or perceived attainability of Al and ML. For example, 80% of
respondents say that Al and ML help employees at their company work more
efficiently and make better decisions. However, 68% say that Al and ML are not
accessible at their organization.

Meanwhile, although the pressure to adopt Al and ML typically comes from the
top, almost three-quarters of respondents (74%) say that the general know-how
around Al and ML is lacking among senior leaders at their organization.

There’s another wrinkle there, since most decision-makers (72%) think their
organization lacks the skills to fully implement Al and ML—but almost half
of respondents (47%) say using Al and ML themselves to plug existing skills
gaps is one of the three main reasons they are pressured to increase Al
adoption or investments.

Yet again, partnership is everything.

A familiar story is emerging as organizations are deploying Al and ML in their
various forms: everything hinges on partnerships and the skills and experience
they provide.

Almost 9 in 10 (87%) of respondents’ organizations are cognizant of Al and ML
when making technology purchasing decisions, with 4 in 10 (39%) deeming it
an essential factor. But not everything is rosy among those who have already
adopted Al'and ML. Where Al is currently in use, almost one-quarter (22%)

of respondents believe a lack of resources with needed skills is the main
reason their organization’s Al and ML use is falling short of expectations.

All of this points to the need for businesses to lean on external partners to
address the skills gap—specifically, by deploying the right applications that
provide Al and ML as a native part of their core applications platform, making
Al and ML a natural part of the user experience. While the average organization
has 57% of Al and ML use cases already embedded in vendor-supplied software,
a crucial question remains: who is the right partner for us?

While the average
organization has 57%

of Al and ML use cases
already embedded in
vendor-supplied software,
a crucial question remains:

Who is the right
partner for us?
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Conclusion

Less artificial, more intelligent.

By now, few people doubt whether to embrace Al; they're looking for
guidance on how to do so. The decisions involved can be bewildering.

In this context, it's easy to forget that each of the three challenges
explained above is actually a remarkable opportunity:

« Conversations around Al and ML can propel organizations
as they rethink their data foundations—improving every aspect
of the business.

« Getting use cases sorted out and affirming the central roles
of your human talent is a necessary and timely strategic gain.

« Addressing skills gaps allows you to face an uncertain future
better prepared than you've ever been.

We understand that pressure abounds when it comes to Al and ML.
And yes, time is of the essence.

But nobody has to go it alone.

The Al'lQ research has shown us some of the most important
barriers and patterns related to deploying Al within the enterprise.
Fortunately, organizations are seeing rapid, tangible ROl from their
Al and ML deployments—as long as they have the data foundation,
strategic clarity, and skills in place to deploy wisely.

We wish you an intelligent and successful journey.
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About the research.

The data in this report comes from research commissioned by Workday

and carried out by independent market research specialist Vanson Bourne;
1,000 senior decision-makers (C-level/board, senior/mid-level, and junior
management) across HR, finance, and IT were interviewed in April and May 2023,
with interviews taking place in the Americas (400), EMEA (450), and APJ (150).

These business professionals were from a range of private and public sector
organizations, each with at least 500 employees. Their jobs required some
involvement in, or responsibility for, selecting and purchasing enterprise
management software.

Surveys and various in-depth, qualitative interviews were conducted online and
were undertaken using a rigorous multilevel screening process to ensure that
only suitable candidates were given the opportunity to participate.

Regions Function

Company size

@ 500-99
@ 1.000-2,999

3,000-4,999

@ s00:
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Workday and Al: natural partners.

In the world of Al, a decade is a long time. Workday has pioneered Al and ML for that long, and the experience
pays off. What makes us different?

Data: Workday leverages the most reliable data on your people and finances, built on a uniform

data model so the data that feeds your Al use cases is always up to date and reliable. With huge
amounts of structured, accurate data to train the models, IT is free to focus on other key business
transformation initiatives. And, since the quality and value of Al compounds with experience,

this data-driven head start is unique and indispensable.

Platform: Since Al and ML are built into the core Workday architecture rather than bolted on
after the fact, we can scale solutions through all of our customers and deliver Al and ML freely

H{®

across various use cases. In practice, this means increased agility, quick time to value, and proven
strategies that put our customers a step ahead. In addition, IT does not need to procure
or manage a separate Al and ML stack or data integration.

Trust: Because of our responsible approach, we transparently document each Al and ML model
I@ and keep people at the center of everything by ensuring no decision is ever fully controlled by
Workday Al and ML technology. Humans are kept in the loop at all the right places and are the

final decision-makers.

If you'd like to learn more about how Workday can help you intelligently and responsibly deploy Al and ML in
your organization, visit: workday.com/ai

+1-925-951-9000 +1-877-WORKDAY (+1-877-967-5329) Fax: +1-925-951-9001 workday.com
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