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Introduction

Pearl Meyer

Beginning in 2023, Al has been a leading topic in the public arena. Beyond
the high-level conversations, Pearl Meyer was interested to understand how
this pervasive new technology may be influencing companies in terms of their
organizational structure and their approaches to change management and
workforce communication.

Also in question is how current investments in Al may be impacting short-term
financial results and if there are any early considerations for executive
compensation.

Some high-level themes from the 142 respondents of this survey include the
following:

= How companies will determine organizational and/or executive responsibility
for Al is varied.

= There are opportunities for more organizations to communicate with the
broad workforce about the impact of Al.
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Introduction (cont’'d)

= While Al is driving employee communication, workforce planning, and
financial investment, the need for change management strategies may not
be fully appreciated.

= |t is still early days for the consideration of specific Al-related goals for
executives; however, almost 20% of companies have or will soon discuss
this in relation to executive incentive plans.

If you have any questions or are interested in discussing these findings,
please contact:

Susan Sandlund
Managing Director, Leadership Practice
susan.sandlund@pearimeyer.com

Jannice Koors
Senior Managing Director
jannice.koors@pearlmeyer.com
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Key Highlights

Pearl Meyer

= Almost a third (32%) don’t expect one person will have primary
responsibility for Al, and it is (or will be) decentralized through multiple
functional areas within the organization; 22% are not currently evaluating Al.

= Over 50% indicate they are communicating in some way with the workforce
on Al-related topics.

= 24% are actively beginning change management strategy discussions and
another 36% plan to; however, one-quarter don’t believe they need to do so.

= 40% are making significant investments in Al (21% in the current fiscal
year’s budget and 19% in FY25), although just 28% have discussed how
these investments might impact financial goals in the short-term.

= Almost 20% of respondents indicate there has been discussion among the
executive team and/or the board about incorporating goals related to Al in
the executive compensation plan.
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Organizational Structure,
Change Management, and
Communication

Pearl Meyer Quick Poll: Al's Impact on Organizational Structure and Investments
Pearl Meyer y P g



Does your organization have an executive leading your Al efforts?

= 9% have designated a leader, either promoting from within or hiring
externally.

= 30% have added Al as an additional area of responsibility for an existing
role.

= 32% expect to “spread the wealth” and have Al responsibility covered under
multiple functions internally.

= Remarkably, 22% are not currently evaluating Al.
Does your organization have an executive leading your Al efforts?

Yes, we have hired someone from outside the organization || N 5%
Yes, we have promoted someone from inside the organization [l 4%
Yes, we have added Al as an additional area of responsibility to an I 30
existing role °
No, but we are currently searching for an Al lead [} 1%
No, we do not anticipate one person Ieading our Al efforts, we expect it _ 329,
to be decentralized with multiple functions within the company... °
No, we aren’t currently evaluating Al | 227
Other (please describe) | IIIEEEEN 6%

0% 5% 10% 15% 20% 25% 30% 35%
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If so, does/will your Al lead report directly to the CEO?

= For those organizations that currently do (or plan to) have an executive
leading Al efforts, 41% of those executives do (or will ) report directly to the
CEO.

 This signals the degree of importance of the role for the companies that are at an
advanced point in their Al journey

Does/will your Al lead report directly to the CEO?

mYes
= No

= Unsure
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u Is your organization actively communicating broadly with your
workforce about Al?

= One-third of organizations are communicating about Al in general terms with
their workforce.

= One-quarter of organizations are talking more specifically about Al relative
to the company’s strategy and goals.

= However, just 10% are speaking to Al's potential impact on individual jobs
and 26% are not talking about it at all.

Is your organization actively communicating broadly with your
workforce about Al?

Yes, in general terms about Al as a next-wave technology I 34%

Yes, specifically to how it might aid/affect our strategy/goals | NNNNIININGEGEGEGEEEEEEEEEEEEE 24%

Yes, specifically about our workforce plan and/or how we think I 10
it might impact individual jobs °

Not yet, but we plan to, those discussions are currently taking I 03
place at the executive/board level only °
No I 26 %
Other I 6%

0% 5% 10% 15% 20% 25% 30% 35% 40%
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If so, how are you communicating/planning to communicate broadly
about the change that Al will bring?

Pearl Meyer

= Leadership team meetings are the most common communication channel
currently.

= For all employees, informational seminars or workshops are the most
common communication channels.

= Training programs are in place among roughly one-third of responding
organizations that are currently talking with the workforce about Al.

How are you communicating/plan to communicate broadly about the
change that Al will bring?

Holding leadership meetings to discuss Al strategies and concerns || I 537
Hosting informational seminars or workshops about Al for all I 3o
(1]

employees

Inviting employees to training programs to equip them with Al- I 31
0

related skills

Developing and delivering communication materials explaining the I 22
benefits and implications of Al (e.g., brochures, posters, FAQs) °

Sending regular email messages with updates on our Al initiatives I 32
(1]

and their impact

Creating dedicated sections on the company intranet or internal I 147
communication platforms for Al-related news and resources °

Establishing feedback mechanisms for employees to share their I 21
thoughts and concerns about Al implementation °

Unsure [ 13%

0% 10% 20% 30% 40% 50% 60%
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Are you thinking about the need for a change management strategy
due to Al adoption?

Pearl Meyer

= Change management is in early stages among 22% of respondents.

= Another 36% do see the need for a change management strategy in
response to Al but have not yet started to plan.

= One-quarter of organizations don’t believe Al will necessitate an internal
change management strategy.

Are you thinking about the need for a change management strategy
due to Al adoption?

Yes, extensively; we have a comprehensive change - 29
management strategy in place and are actively executing on it P

Yes, somewhat; we have initiated discussions internally and are _ 229,
0

in the process of developing a change management strategy

No, not yet but we plan to | I 36
No, Al adoption won’t require a change management strategy in _ 259,
our organization °

No, we don’t expect to adopt Al || ENGNG 8%

other/Unsure | 7%

0% 5% 10% 15% 20% 25% 30% 35% 40%
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How do you think Al impacts your broad workforce planning?

= Upskilling and reskilling are the most often cited ways in which Al will impact
the workforce, with almost half (49%) noting they expect a change in the
workforce profile.

= Company responses specific to increasing or decreasing hiring needs and
reductions in force are quite varied.

How do you think Al impacts your broad workforce planning?
It will likely increase our hiring needs (i.e., allow for growth) - 6%

It will likely decrease our hiring needs (i.e., increase efficiency) || G 15%

We expect Al will eventually lead to some reductions in force ||| | | I 14%

We expect portions of our workforce will require

upskilling/reskilling (i.e., there will be a change in the workforce _ 49%

profile)

It will likely increase needs in some areas, decrease needs in _ 429
other areas °

It will not change our broad workforce planning ||| || 15%

Unsure | 227

0% 10% 20% 30% 40% 50% 60%
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Financial Impact and
Executive Compensation
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B Is your organization making significant Al investments for FY24 (e.qg.,
software licensing, consulting expertise, hiring, etc.)?

= While 22% of respondents are unsure of their company’s budget allocation,
21% say the current budget allows for significant Al investments and 19%
believe the FY25 budget will have major Al investments.

= Of those organizations making significant investments in Al, they are in the
areas of software licensing (81%), and training and development (71%).
» 38% are hiring Al-specific talent

Is your organization making significant Al If so, what types of Al-related investments is
investments for FY24 (e.g., software your organization making?
licensing, consulting expertise, hiring, etc.)?
Software licenses || EGTGNGTNGININININEGEE 51

Yes, in current FY24 budget || EEGcGzNGNG 21%
Developing our own Al technology | EEEEEEEEE 44%

Not yet, but we plan to in FY25 budget || N SN 19%
y P g ! Hiring Al talent | NN 38%

. . .
No N 38% | Training and development (ie., o 710/

workforce reskilling/upskilling
Unsure | 22°% other | 2%

0% 5% 10% 15% 20% 25% 30% 35% 40% 0% 20% 40% 60% 80%  100%
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Has your executive team and/or the board had conversations about the impact of
significant capital and/or human resource investments in Al on the organizations short-
term financial goals?

= While 40% of respondents will have significant Al investments this year or
next, only 28% have had senior management- and/or board-level
discussions about how this investment might impact short-term financial
goals.

Has your executive team and/or the board had
conversations about the impact of significant capital
and/or human resource investments in Al on the
organization’s short-term financial goals?

Yes 28%

Unsure 31%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%
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u Has there been any discussion among the executive team and/or the board
about incorporating goals related to Al in the executive compensation plan?

= Given that only 28% of respondents have had discussions about the
financial impact of Al investment, it is not surprising that a majority (80%) of
organizations have not talked about related goals in the executive
compensation plan.

= However, this could be on the horizon for many boards and executive
teams, as 6% have talked about incorporating goals related to Al in their
incentive plans and 13% indicate it is on an upcoming agenda.

Has there been any discussion among the If so, would these be individual executive
executive team and/or the board about goals or corporate goals?
incorporating goals related to Al in the

executive compensation plan? Individual | 0%

Yes, short-term incentive plan 1 2%

corporetc | ¢

Yes, long-term incentive plan 1 2%

Yes, both short- and long-term

incentive plans 1 2% Both individual and corporate - 1%
No, but it is on an upcoming agenda I 13%
onsure | 22°
No I 30% 22%
0% 20%  40% 60% 80% 100% 0% 10% 20% 30% 40% 50% 60% 70% 80%
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Demographics
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Demographics

Respondent Roles Organization Type

4%

= Other

= Private, not-for-profit or

= Employee of the )
government entity

company: human

resources = Private, for-profit
= Employee of the
company: executives = Public
= Board member
Revenue, Asset Size, or Operating Budget Industry
Under $100 millon  IEEG— N 21 % Business/Professional Services  mumum—m_ 12,
Consumer Staples/Discretionary m 1%
$100 million to less than $300 million G 8% Energy mmmmm 5%
$300 million to less than $1 billion G 22, Financial  — 31 %
Healthcare (including Life Sciences) m— 9%
$1 billion to less than $3 billion G 14% Industrial m—— 6%,
$3 billion to less than $10 billion GGG 13% Materials/Chemicals m 1%
Real Estate/Construction m— 8%,
$10 billion to less than $20 billion GG 9% Technology s 6%
$20 billion to less than $30 billion W 2% Transportation 1%
Utilities m 1%
$30 billion or greater I 5% Other n——————— 17,
0% 5% 10% 15% 20% 25% 0% 5% 10% 15% 20% 25% 30% 35%
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About Pearl Meyer

Pearl Meyer is the leading advisor to boards and senior management
helping organizations build, develop, and reward great leadership
teams that drive long-term success. Our strategy-driven
compensation and leadership consulting services act as powerful
catalysts for value creation and competitive advantage by addressing
the critical links between people and outcomes. Our clients stand at
the forefront of their industries and range from emerging high-growth,
not-for-profit, and private organizations to the Fortune 500.
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©2024 Pearl Meyer & Partners, LLC. All Rights Reserved.

Pearl Meyer

ATLANTA
(770) 261-4080
atlanta@pearlmeyer.com

BOSTON
(508) 460-9600
boston@pearimeyer.com

CHARLOTTE
(704) 844-6626
charlotte@pearlmeyer.com

CHICAGO
(312) 242-3050
chicago@pearlmeyer.com

HOUSTON
(713) 568-2200
houston@pearimeyer.com

LOS ANGELES
(213) 438-6500
losangeles@pearimeyer.com

NEW YORK
(212) 644-2300
newyork@pearlmeyer.com

SAN JOSE
(669) 800-5074
sanjose@pearlmeyer.com

For more information on Pearl Meyer,
visit us at www.pearimeyer.com or
contact us at (212) 644-2300.
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