HRO

Sponsored by

SEVENSTEP

TODAY

HRO Today Research Flash Report

Confidence Grows in Al Support
of HR Priorities

HRO Today Flash Reports are a series of ongoing research initiatives that address today’s
topics of interest in the HR community. HRO Today Flash Reports are focused briefs that
can be used to support business decisions and discussion among industry practitioners

and thought leaders.

T




Table of Contents

Introduction
Methodology

Highlights

Detailed Findings

Extent Al Applications Support HR
and TA Systems

Areas Where Al Tools/Technologies
Are Currently Being Used

Areas Where Al Will Be Added
Over the Next Three Years

Top Five Areas Where Al Is or Will
Be Applied in HR/TA

Level of Current Al Functionality

Extent Al Information Increases
Confidence in Decisions

Anticipated Extent of Increased Use of Al
Concerns About Al
Extent Al is Getting Better

Conclusions

Endnotes

About HRO Today and Sevenstep

10

11

13

15

17

18

18

19



Introduction

Artificial Intelligence (Al) is playing an increasingly important role in supporting Human Resources (HR).
The support includes talent acquisition, onboarding and training, employee engagement, performance
management, workforce planning, compliance, employee benefits, and wellness.

But given the extent of capabilities and the promise Al brings, how far has HR come in implementing this
powerful technology? Where are there areas to improve, and how are expectations evolving? This report
focuses on the progress employers are making in adopting Al across HR today, with insight on just how
far the technology has room to grow and evolve over the coming years and how implementation has
already increased confidence in decision-making.

Methodology

The survey polled subscribers of HRO Today magazine and HRO Today newsletters between August 8
and September 21, 2023. Study respondents were at the manager level or above within their human
resources departments. Respondents were screened to ensure that they were personally knowledgeable
about how Al applications and capabilities support their organization’s HR and Talent Acquisition (TA)
systems, and that Al is currently being used, at least to some extent, within their HR functions. In total,
there were 74 completed responses that qualified for the survey.
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Highlights

This study reveals five key findings about HR leaders’ views of their TA infrastructure.

1.

Adoption of Al in HR is still low. Nearly all (95%) study participants use Al in a very limited capacity.
More than eight out of ten (81%) indicate their level of functionality with their organizations’ Al
capabilities is still basic, with simple reporting and chatbots. Very few consider themselves
advanced, which would involve predictive analytics, forecasting for talent needs, and deep insight
into HR and TA processes.

Sourcing talent is the most often applied application of Al in HR, with 42% using it for that
purpose. By leveraging URL data, Al-powered tools can help recruiters identify qualified candidates
quickly and easily by analyzing a LinkedIn profile or scanning a candidates social media profile.

Looking forward, predictive analytics and reporting will most likely be the most used purposes
of Alin HR, as 71% either use it now or will use it in the next three years. Al can identify and analyze
patterns in employee data to help HR leaders better understand employee behavior.

Confidence in Al HR data is moderate but increasing. Less than one-quarter (22%) feel the
information provided by Al has made them more confident to a large or great extent, with very
few (2%) indicating a great extent. Despite the tepid extent of confidence in the data right now,
88% anticipate at least a moderate increase in its use over the next three years. Related to that,
confidence can only increase if there is a belief in the quality of data being generated. The belief
that data is getting better to at least a moderate extent is held by nearly all (92%). Of this, nearly
one-half (49%) feel it’s getting better to a great or large extent.

The area of concern about Al held by the most is some decisions require human involvement,
as indicated by 61% of respondents. This concern is followed by a concern over a lack of integration
with existing HR systems, such as HCM, HRIS, or ATS, with nearly one-half (47%) choosing it. Another
concern, also related to the human element, is that Al cannot effectively measure enthusiasm,
willingness to learn, true social and emotional intelligence, and other skills and attributes that are
part of workplace culture.
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Detailed Findings

Extent Al Applications Support HR and TA Systems

Study participants were asked to estimate the extent Al applications and capabilities support their
organizations’ HR and TA systems. For this study, Al in HR and TA referred to the application of advanced
technologies, including machine learning, natural language processing, data analytics, and other Al
techniques to improve tasks, decision-making, and overall workforce management.

Those not certain about their Al usage were terminated from the survey. Nearly all (95%) of those using
Al use it only somewhat, with only 5% largely using it. This suggests that Al remains very early in the
adoption curve.

So how does Al support HR and TA systems? Broadly stated, Al in talent acquisition drives automation of
the recruitment process and provides decision-making support to TA professionals, hiring managers, and
candidates during talent sourcing, engagement, screening, interviewing, and onboarding.

For example, an Al algorithm could predict which sourcing channels would most likely attract the right
candidates for a specific role. Or it could take data provided on an online candidate intake form and
trigger the next steps.! While those are two examples of how Al is already being applied, they are just the
beginning of the vast array of technology services organizations will likely use in the very near future.

To what extent do Al applications and capabilities support your organization’s HR and TA systems?

5[ %

A large extent. Al capabilities are present in most of our TA and HR systems

B Some usage. Al capabilities power select aspects of TA and HR
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Detailed Findings

Areas Where Al Tools/Technologies Are Currently Being Used

Respondents selected the areas from a list of 14 where their organization currently uses Al tools or
technologies. No single area was selected by at least one-half of respondents, suggesting Al application
is broad.

The most often applied purpose for Al is sourcing talent, with 42% of respondents selecting it. When
used for recruitment, Al can assist in sourcing and screening candidates, analyzing resumes and job
applications, conducting pre-employment assessments, and even predicting candidate success and
cultural fit.

Please indicate those areas where your organization is currently using Al tools/technologies.

Sourcing talent 42%

Data reporting/predictive analytics 40%
Onboarding new employees

Evaluating candidates

Payroll processing and benefits administration
TA process management

Candidate care

Employee records management

Predicting hiring needs

Cross-skilling and reskilling employees
Employee performance management
Retaining current employees

Company culture and rewards management
Managing talent mobility

Other
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Detailed Findings

Areas Where Al Tools/Technologies Are Currently Being Used (continued)

The second most frequently selected use of Al is in data reporting/predictive analytics, with 40%
selecting it. Using Al to data-mine a company's HR information system can help predict employees who
are at risk of leaving the company, which will guide and focus retention activities. Al will also help
determine talent and experience shortfalls to support the company's business strategies.?

Effectively engaging in predictive analytics, which means using past and present data to foretell future
events, can help organizations make hiring decisions, anticipate skills shortages, head off employee
attrition, and react to the next major disruptive event. Further, predictive analytics can potentially
provide deep insights by comparing a job candidate to a profile of an organization’s top employees.
Companies can build a model of an “ideal” employee based on the skills, attributes, and experience of
employees who have thrived at the organization.?

Over one-quarter (28%) of respondents use Al to onboard new employees. Overall, Al simplifies the
onboarding process by automating mundane tasks and providing real-time feedback about a candidate’s
performance during the screening sessions. The systems can also track tasks assigned to new hires,
generate responses, and answer the queries brought about by new hires.*
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Detailed Findings

Areas Where Al Will Be Added Over the Next Three Years

Study participants were asked where they believe Al will be added over the next three years other than
where they currently apply it.

Candidate evaluation was an area where the most participants (36%) plan to implement Al, among those
not currently using it. Al in talent acquisition drives automation of the recruitment process and provides
decision-making support to TA professionals, hiring managers, and candidates during talent sourcing,
engagement, screening, interviewing, and onboarding. For example, an Al algorithm could predict which
sourcing channels would most likely attract the right candidates for a specific role. Or it could take data
provided on an online candidate intake form and trigger the next steps.®

For the areas of HR and TA that you did not select, which do you anticipate using/adding Al tools/
technologies in the next three years?

Evaluating candidates 36%
Predicting hiring needs 33%
Data reporting/predictive analytics 31%

Employee performance management
Managing talent mobility

Retaining current employees

Cross-skilling and reskilling employees
Onboarding new employees

Sourcing talent

Employee records management

TA process management

Company culture and rewards management

Candidate care

Payroll processing and benefits administration
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Detailed Findings

Areas Where Al Will Be Added Over the Next Three Years (continued)

The technology can also provide guidance on how to attract top talent by forming a profile of the ideal
candidate and outlining key responsibilities, thus helping HR departments refine their approach and
make the right hiring decisions.®

Workforce planning has always been a challenge for HR executives, and Al can help with the onerous
process. One-third (33%) of those not already using it plan to do so for predicting hiring needs, a vital
component of workforce planning. Al-powered algorithms can analyze large volumes of data and make
accurate predictions and recommendations for optimizing workforce management. This helps
companies make data-driven decisions and minimize errors in workforce planning. Al-based solutions
can easily scale up or down to accommodate changing workforce requirements. This flexibility allows
companies to adapt to seasonal fluctuations, business expansions, and other operational changes
without compromising efficiency or incurring significant costs.’

The last area with at least 31% planning to add Al is data reporting/predictive analysis. As previously
shown, this area has the highest current penetration, and is anticipated to increase by another 31% over
the next three years. Al-powered reporting tools enable organizations to make better-informed decisions
by leveraging vast data. Al algorithms can analyze complex datasets, identify patterns, and generate
actionable insights. For example, predictive analytics can forecast future demand, enabling
organizations to plan their workforce needs proactively.®
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Detailed Findings

Top Five Areas Where Al Is or Will Be Applied in HR/TA

Combining where Al is currently being applied with where it will be applied in the next three years offers
insight into the priorities assigned to the technology. Data reporting/predictive analytics will clearly be
the most prevalent, as 71% either use it now or will do so within three years. Evaluating candidates and
sourcing talent are the next most common usage at 62% and 61% respectively, while predicting hiring
needs and onboarding new employees round out the top five at 50% and 48%, respectively.

Top Five Areas Where Al Is or Will Be Applied in HR/TA

Data reporting/predictive analytics 71%
Evaluating candidates 62%
Sourcing talent 61%

Predicting hiring needs 50%

Onboarding new employees 48%

B rrently In 3 years
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Detailed Findings

Level of Current Al Functionality

Respondents indicated their level of functionality within their organizations’ current Al capabilities. More
than eight out of ten (81%) indicate it is still basic, with simple reporting and chatbots. Almost no one
(2%) considered themselves advanced, which would involve predictive analytics and forecasting for
talent needs and deep insight into HR and TA processes.

Al adoptionis still in its infancy. Traditionally, HR has lagged other departments in IT investment, so it
seems likely the function will be somewhat slower to adopt Al than sales or operations, for example.

Further, HR traditionally values the human element of decision-making, and some professionals may be
resistant to delegating tasks to Al. Building a culture that embraces Al as a tool to enhance human
decision-making can take time.

Overall, to what level of functionality do your organization’s systems apply Al capabilities?

81%

17%
2%
I
Basic Intermediate Advanced
Simple reporting Multiple complex Predictive analytics

and chatbots interactions and forecasting
between systems, for talent needs,
including detailed and deep insight

reporting into HR and

TA processes
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Detailed Findings

Level of Current Al Functionality (continued)

The chart below shows the sigmoid growth curve. The sigmoid curve is often used to describe the
lifecycle of a product, service, or technology, and its growth trajectory over time. Recent examples of this
curve include smartphone adoption, social media, and ecommerce. The mass adoption of Al is the start
of a new sigmoid curve, one that is predicted to be even more transformative than the last.’
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Detailed Findings

Extent Al Information Increases Confidence in Decisions

Study participants were asked to indicate the extent to which they feel the information they receive

from their Al platform has made them more confident in their decisions. While a significant majority

(79%) of respondents cite improved confidence in their decision-making due to the use of Al technologies,
less than one-quarter (22%) feel the information has currently made them more confident to a large or
great extent.

For most (57%), confidence has improved only moderately. There is still a comfort factor working with Al
thatis lagging. This is likely due to the gaps that remain as HR and talent leaders struggle to determine
what actions to take based on the intelligence that the Al platform delivers. At the front of the innovation
curve, technology and talent solutions providers are bridging that decision gap by improving the
integration of all data sources and applying predictive analytics that can forecast outcomes. Until the
technology justifies its investment, many HR professionals will still be tentative in their adoption of

the technology. HR should plan to use data and analytics more deeply to measure their return on
investment. Perhaps ironically, Al can help synthesize the data needed to accurately measure ROI.

As more talent leaders encounter and adopt such integration and analytics capabilities, they can expect
to increase their use and confidence in the technology to support decision-making.

For each of the areas you use Al, to what extent does the information you receive from your Al
platform make you more confident in decisions or outcomes delivered?

2%

20%
B Great extent

Large extent

Moderate extent
B Little extent

No extent
57%
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Detailed Findings

Anticipated Extent of Increased Use of Al

Respondents expressed their anticipated change in use of Al for HR over the next three years. Overall,
88% anticipate at least a moderate increase, with most of this group (53%) anticipating that increase to
be large.

The adoption rate of Al in HR has been slower in some industries and regions due to factors such as
regulatory constraints, cultural resistance, and budget limitations. However, as organizations witness the
benefits of Al in improving HR processes, enhancing decision-making, and driving business outcomes,
the adoption rate will most likely continue to rise.

To what extent do you anticipate increased use of Al within your department within the next
three years?

2%

B Great extent

Large extent

0,
33% Moderate extent

53%
B Little extent
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Detailed Findings

Concerns About Al

Study participants were asked to select all the concerns they have about working with Al in their
department from an extensive list of 19 items. Concerns with Al technology vary considerably, with
11 of the areas examined being a concern for at least one-quarter of respondents.

The most shared concern is that some decisions require human involvement, as indicated by 61% of

respondents. HR traditionally values the human element of decision-making, and some professionals
may be resistant to delegating tasks to Al, either from a culture standpoint, trust in the technology, or
fear of job loss. Building a culture that embraces Al as a tool to enhance human decision-making will

likely take time.

The second most selected area of concern is a lack of integration with existing HR systems, such as HCM,
HRIS, or ATS, with nearly one-half (47%) choosing it. Integrating Al systems with existing HR software and
processes can be complex. Legacy systems may not easily accommodate Al or be able to support the
data requirements the systems demand. Organizations may need to invest both capital and training in
integration efforts.

The third most commonly selected area of concern (45%) is that Al cannot effectively measure
enthusiasm, willingness to learn, true social and emotional intelligence, and other skills and attributes
that are immensely (and increasingly) valuable in a healthy, collaborative workplace culture. Both
algorithmic and hardware inefficiencies make it unlikely Al will have the raw power needed to master the
subtleties and idiosyncrasies of human feeling. It turns out that when it comes to interpreting emotions,
Al has trouble even achieving more modest goals.*

Data privacy is the fourth most indicated area of concern, with 43% of respondents selecting it. HR deals
with sensitive and personal data, and there are strict regulations, such as GDPR (General Data Protection
Regulation) in Europe or the CCPA (California Consumer Privacy Act), that govern how this data can be
collected, stored, and used. As a result, HR professionals need to navigate complex legal and ethical
issues when implementing Al, which can slow down the adoption process.
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Detailed Findings

Concerns About Al (continued)

What concerns do you have working with Al in your department?

Some decisions require human involvement

Lack of integration into existing systems (e.g., HCM, HRIS, ATS)
Al cannot effectively measure enthusiasm, etc*

Data privacy/cyber security concerns

Changing compliance issues with Al technology

Qualified candidates will be missed

Too many existing systems (e.g., HCM, HRIS, ATS)

Budget considerations

Loss of jobs in HR

Al cannot make better decisions than humans
Underrepresented groups will be too ignored

Insufficient stakeholder buy-in

Unprepared to cleanse/organize data prior to implementation
Employee surveillance

Al is inherently biased

Lack of transparency

Skillset needed to optimize it currently lacking in HR dept.
Employees will be unfairly terminated

Learning curve is too steep

2%

6%

16%
14%
12%
12%

61%
47%
45%
43%
35%
33%
31%

29%

29%
25%
25%

22%
20%

* Full description presented as: Al cannot effectively measure enthusiasm, willingness to learn, true
social and emotional intelligence, and other skills and attributes that are immensely (and increasingly)
valuable in a healthy, collaborative workplace culture.
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Detailed Findings

Extent Al is Getting Better

Respondents were asked to indicate the extent to which they believe Al data is getting better. The belief
that it is getting at least moderately better is held by nearly all (92%). Of this, nearly one-half (49%) feel
it’s getting better to a great or large extent.

Improving Al data for HR is an ongoing process that requires a combination of data management,
algorithm enhancement, ethical considerations, and collaboration across different departments within
an organization.

The quality and effectiveness of Al data for HR can improve, but it will most likely require ongoing
efforts in data collection and integration, algorithm development, personalization, ethics, compliance,
education, and feedback. As technology and best practices continue to advance, Al's role in HR can
become more valuable and accurate. But organizations must remain aware of data privacy/compliance
issues as well as the potential impact on employees to ensure that Al is used responsibly and fairly in
HR processes.

To what extent do you believe Al data is getting better?

8%

I Greatextent

Large extent

45%
Moderate extent
43%

B Little extent
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Conclusions

HR is a field that is always in flux, as it adjusts to the changing needs and priorities of organizations. Al

has already started to disrupt this field with its use in recruitment, workforce planning, and onboarding.

As companies become more reliant on technology, Al will most likely become a mainstay within human
resources. Many HR practitioners will likely have to adjust their thinking to be able to fully embrace the
technology and take advantage of all it offers, while still mitigating the challenges and managing the
implications. The more the benefits of the technology are evident, the greater the confidence HR will
have in using the technology to an increasingly greater extent.
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