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Intelligent automation (IA) and data and analytics
(D&A\) are at the top of every organization’s

strategic and tactical agendas. And rightfully so: the
technologies don't just promise to improve operational
efficiency and effectiveness; they also provide the
basis for a broad range of new or enhanced products
and services. In fact, more than a third of today’s
business leaders say they view |A as a way to drive
future revenue growth. Many also see it as an
opportunity to improve customer service quality.

While there is much concern around IA (for instance

it will lead to massive job losses, marauding bots,
privacy invasions), the reality is that it will have a

huge impact on how organizations operate and on the
nature of what constitutes work in the future. In fact,

it already seems clear that |A will be key in addressing
skills shortages in aging workforces, enhancing
worker skills and automating the mundane to free up
worker time to focus on value-added services such

as analyzing data instead of just processing. The

key for organizations is to parse hype from reality by
better prioritizing |A investment areas and also by
realizing that all pilots are not equal in terms of benefits
returned. The onus is on enterprises to determine how
best to integrate and coordinate cross-organizational
efforts, and ensure adequate change management
programs and practices are in place to address the
disruption |A adoption will entail.

While advanced D&A adoption is more mature, |A
adoption is much more nascent in most organizations,
with less than 20 percent of firms surveyed at scale
saying they are beyond pilot stage and ‘up and running’
with their |A efforts. This is due to many factors,
including immaturity of the technologies and cost

of deployment but more so due to organizational
uncertainty on where to start, how to coordinate and
integrate (or not) disparate efforts, and how to address
the impact these technologies will have on their
operations and workforces. Robot process automation
(RPA), for example, could partially or fully eliminate
many work roles in an organization. In addition to
managing the disruption this will cause, organizations
must determine how to address the future of their
workforces: will you retrain, reskill, or retire employees
affected? And if you choose to retrain or reskill, in
what exactly?

Intelligent automation (lA):
Intelligent automation represents
the overall umbrella of technologies
that enable the transformation and
automation of business processes
by leveraging any combination of
software robotics, cloud, artificial
intelligence and smart machines. Itis
comprised of basic robotics process
automation (RPA), enhanced RPA,
cognitive automation and is enabled
by rules-based macros, artificial
intelligence and natural-language
processing. At its most basic level,
robots — or bots — automate the
steps in a process instead of having
people move transactions from one
step to the next. At its most complex
level, cognitive systems draw on
historical data to handle exception
processing, make judgments

to resolve customer issues and
complement knowledge workers to
provide new insights.
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[ronically, at the same time as organizations are struggling
with what to do with workers whose jobs are eliminated,
they also recognize that their intelligent automation
efforts, especially in the areas of machine learning and
artificial intelligence, are hampered by a lack of skilled
resources needed to design, build, deploy and manage
these systems and initiatives.There is a gulf emerging
among the have and have-not companies — a gap that's
only widened as less than 10 percent of companies held
more than 30 percent of the job postings among the
largest 100 US companies’. So where do organizations
find the talent and skills they need to support their IA
ambitions?

Regardless of these challenges, organizations must
press ahead with their |A efforts or seriously risk longer
term marginalization against competitive peers that

are forging forward. The evolution and adoption of IA
technologies is proceeding at such a rapid pace that,
while executives recognize its game changing potential,
many struggle to understand what that means to their
own organization and its operations, and what it means
in terms of where they should place their own |A bets
and investments. While it is relatively straightforward, for
example, to save some money via an RPA deployment,
even RPA is proving more complicated and time
consuming to successfully enable what was often
initially estimated. If all an organization gains through IA
is incremental cost savings, it is missing out on |As full
potential.

To get the most from |A efforts beyond cost savings,
broad-ranging transformation is needed, not justin a
piecemeal way. This holds true even to achieve benefits
from lowerlevel RPA.

It takes a corporate culture that is ready and capable of
embracing fundamental changes in how it operates.

It requires tangible and active top-level executive
commitment and strategic leadership. It takes an
understanding of the impact of IA on the workforce
and the change management capabilities to address

it. And it requires practical knowledge of the various IA
technologies, judicious use of third-party expertise and,
finally, a recognition of the amount of time, money and
resources it will take to exploit IAs potential.

Our study found that the organizations that are having
the most success in overcoming IA challenges and
taking advantage of its opportunities are often those
already in agile, fast-moving markets and industries.
This is not surprising. These firms strive to proactively

1 KPMG International: Al 100 report, 2019
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Feeding the core business
while retooling is a really big
challenge

Cliff Justice,
Principal, Intelligent Automation, KPMG

inthe US

get ahead of the |IA curve even if it means pivoting from
traditional existing businesses. They are the leaders

or 'frontier firms'2 (investors in new technologies and
process that yield gains that compound over time to
pull them ahead of laggards), not just fast followers.
These frontier firms also tend to have much less legacy
baggage in terms of mindset, operating models and IT
systems.

“Feeding the core business while retooling is a
really big challenge,” sums up Cliff Justice, Principal,
Intelligent Automation, KPMG in the US.

It takes patience when pushing forward with |A efforts,
especially given the whole transition may face resistance
from managers and staff who may naturally resist and
feel threatened by change, especially when it might lead
to job loss and changes to roles and operating models.

Despite these challenges, organizations must press
ahead with their IA efforts. They must also pay keen
attention to how to address not only the technological
challenges they will face, but also those more operational
and cultural in nature.

Intelligent automation will span quickly across all
industries and will disrupt businesses at an accelerated
pace. The competitive businesses of the future will be far
along the IA curve of development.

2 KPMG defines frontier firms as the top 10 percent of a sample of the 15,000 largest global firms with the highest total factor productivity. The value creation
potential forgone by all the follower firms rose from US$3.6 trillion in 2010 to US$4.9 trillion in 2016, as frontier firms pulled farther and farther ahead.
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KPMG International collaborated with HFS Research to
explore several focal points: how fast |A technologies are
being adopted and why, what successes and challenges
(ranging from early stages to full development) have
surfaced, and hurdles that business managers still need to
jump to get going with these emerging technologies. Nearly
600 business leaders, including 100 top-level executives
across six industries and 13 countries, were surveyed and
queried about their experience with handling intelligent
automation issues. Detailed interviews with industry leaders
at global companies provided additional, close-up insights
into this rapidly-evolving, new arena.

KPMG International sought to find out more about how
leaders are getting prepared and staying ahead of this
game-changing trend. Our survey aimed to explore I1A's
progress in the business world:

— Current |A goals and objectives

— Specific areas of internal and external investment
related to IA technologies and services

— Current barriers and challenges to adoption

— Opportunities for overcoming current challenges.
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Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019

Sample = 590 business leaders including 100 C-level executives
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Five key findings show that executives expect |A to create
value and speed up time to market. But the data also suggest
a lag in getting IA into action and achieving results.

The end goal is not just better management of costs. It's also about improving customer
engagement, getting more insights from data and boosting growth. \While cost savings will
remain a ‘must have' it is certainly not the only goal of IA efforts.

Most |A initiatives are not yet up to scale or operate on an end-to-end process level, but
expectations run high for returns on investment. More than half of those surveyed believe they
can scale up their A initiatives within 12 months. The short history of IA efforts, however, leads
us to believe these projections are optimistic.

While there is investment in |A broadly, only 10 percent of respondents are integrating
solutions across its various dimensions: automation, artificial intelligence and smart analytics.
While initial fragmentation of efforts is not to be unexpected, organizations need to move
quickly to understand how, when and where to integrate efforts across technologies to fully
optimize their potential.

Piecemeal or disorganized initiatives remain a stumbling block. Fewer than 10 percent of
respondent organizations indicated they approach |A management and implementation
from an enterprise-wide perspective. While this is understandable in the early stages of
IA adoption, organizations must move to better coordinate and integrate efforts and must
better prioritize efforts that should receive maximum funding and support going forward.

Wide and quick adoption of |A is constrained by lack of a leadership mandate and vision
to carry it through and rally employees who face changing roles and skill upgrading, or
possibly job loss. Caution or prudence has its place with any new set of technologies
but organizations must overcome them as quickly as possible and not let them become
institutionalized.

Business leaders need to recognize and pro-actively its customers and suppliers and how it delivers its
manage the why, what and how of fully exploiting the core products and services. Handled from a holistic
potential of IA. More than just cost savings or gaining perspective, leadership vision and organizational change
operational efficiencies, IA is about fundamentally will foster the development of a smart automation
changing how an organization operates from the strategy.

standpoint of internal operations, how it deals with

6 Easing the pressure points: The state of intelligent automation
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Intelligent automation is the catch-all phrase for disruptive technologies. It includes robotic

process automation (RPA), artificial intelligence (Al), machine learning (ML), cognitive
computing (CC), and smart analytics.

Artificial intelligence (Al): Artificial intelligence is the
capability of a machine to imitate intelligent human behavior.

Machine learning (ML): Machine learning is an application

of artificial intelligence that enables systems to automatically
learn and improve from experience without being explicitly
programmed. Machine learning focuses on the development
of computer programs that can access data and use it to learn
for themselves.

Cognitive computing (CC): Cognitive computing is the
simulation of human thought processes in a computerized
model. Cognitive computing involves self-learning systems
that use data mining, pattern recognition and natural language
processing to mimic the way the human brain works.

Robotic process automation (RPA): Robotic process
automation enables organizations to configure computer
software or a ‘bot’ to capture and interpret existing
applications for processing a transaction, manipulating data,
triggering responses and communicating with other digital
systems.

Easing the pressure points: The state of intelligent automation 7



As automation filters into information
technology and business, its various
aspects can digitally transform

the core of both smaller and larger
companies, and shake up the
traditional workforce.

There are several conclusions to make from this research, — QOrganizations typically do not have sufficient
complemented by both clients and our own experiences. skills or resources to undertake |A efforts and
subsequently manage them. This is especially the
case with machine learning and artificial intelligence.
Organizations need to be realistic about what
resources can be harvested internally and what
resources can be leveraged via third-party service
providers and vendors.

— While most organizations are increasingly active
with their A efforts, especially with RPA,
these efforts are too often uncoordinated and
unintegrated across the organization and lack a
prioritization of efforts.

— Organizations are struggling to take pilot efforts
to scale. There are numerous ‘toes in the water’
but few fully functional deployments of IA efforts.
Even RPA has proven more challenging and complex
to implement than anticipated.

— Organizations are struggling to determine how to
best address the impact of IA (especially RPA and
its associated potential to eliminate jobs) on the
organization. Change management strategies and
plans are typically inadequate and too much lip
service is being paid to talk down the potential for
job loss as well as the potential for retraining and
reskilling.

8 Easing the pressure points: The state of intelligent automation
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Elevating customer experience and unleashing data to that their strategic objectives are increasingly about

drive both insights and sales growth are the top drivers for  revenue growth followed closely by better analysis of
enterprise investment in IA. A common starting point for data and improved operating insights. On a more tactical,
IA, robotics process automation (RPA) offers the potential  operational level, the survey highlighted better-quality and
for significant cost savings, and efficiency gains via job streamlined customer service. But less than one percent
automation. But cost savings alone should not be the indicated cost savings or headcount reduction as a key
only end-game for IA investments. As IA becomes more operational goal.

infused within organizations, business leaders indicate

INSIGHT = W

Ericsson Group

Rickard Wieselfors, VP Head of Ericsson Group, Automation & Analytics shared his organization's goals for IA,
which underscore the need for specific and actionable objectives:

“Three years ago, Ericsson began to lay out a comprehensive digital transformation strategy for the
organization to become a data-driven, customercentric company. For automation, Ericsson set itself
ambitious and measurable targets: to ensure all repetitive tasks were automated by 2021, to bring savings
of 500 million Swedish kronor (~US$56M) by the end of 2018, and to achieve complete automation
maturity across all 20 main Ericsson units within the next few years.”

Rickard Wieselfors,
VP, Head of Ericsson Group, Automation & Analytics

Ericsson'’s objective, while inclusive of cost savings, established an essential direction for their broad digital
and supporting automation initiatives.

Figure 1 — Strategic and operational goals concentrate on IA to drive top line growth, not reduce FTEs.

Only 24% of 23% want to streamline Only 1% are
respondents said their . . customer service delivery focusing on
key strategic goal is to 30% want to improve model and front office

eliminating

drive revenue growth. customer service i i
g effectiveness when it -~

quality and quality of comes to operational
interactions. objectives.

Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019
Sample = 590 business leaders including 100 C-level executives

U\
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Organizations are getting more ambitious with their |A and ancillary infrastructure expenses are actually probably
investment plans. The survey found that more than half understated. The full costs of an internal transition

have invested in excess of US$10 million in IA while more  (including human resource issues) may not be taken

than one-third have already allocated US$50 million or entirely into account when viewed from a tech-centric
more. These funding levels suggest this field is moving only perspective.

beyond pilots and into more scaled initiatives. These
larger investment amounts that typically include cloud

N NSIGHT = VA

Corning Inc.

Chad Keenan, Director of Shared Services at Corning shared his thoughts on the importance of having a
defined period to help ensure investments are generating expected yield.

“For our initial scope, we had an 18-month payback period. 18 months between investment and process
redesign, and sustaining and operating it to achieve paybacks.”
Chad Keenan,
Director of Shared Services at Corning Inc.

Corning started their |A journey in its shared services organization, which is where they applied the initial
payback period metric. Based on its success and proven and quantified benefit, they now use |A in processes
globally — including eight regions where they use it in reporting, requisition to pay and order to pay. It has also
extended to commercial operations and supply chain management.

Figure 2 — Big spends are for the big bets. Significant IA investments are on the table.

g o
More than SU O of enterprises

are already investing

more than $60M In IA technologies.

Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019
Sample = 590 business leaders including 100 C-level executives
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Digging a little deeper into I1A investment within specific
functions paints a picture of what's being prioritized for
spending. The study found average spending of under
US$10 million for the majority of functions. By far the highest
expenditure levels were for the finance and accounting
category, marked by 23 percent of respondents as
receiving investment of slightly more than US$50 million,

a spending level that likely reflects ancillary technologies
such as cloud services. Finance and accounting has proven
to be a top priority for many automation initiatives. Group
benefits strategies and compliance activities were the next
areas prioritized for funding with average expenditures of
US$35 million.

&

\

e nvestmen

At the midpoint of investment were core business functions
(such as underwriting or mortgage processing). Here,

12 percent indicated spending above the US$50 million
mark — a notable finding illustrating that investment is
aligned with primary revenue generators. Both human
resources and information technology and digital functions
showed 13 percent spending more than US$50 million,
with human resources slightly more heavily funded. Going
down the line, supply chain management, sourcing and
procurement were highlighted by 10 percent for expenditures
in excess of US$50 million. At the low end of the spectrum
was customer service, sales and marketing, marked by all
respondents as under US$10 million in investment.

Figure 3 — Finance and accounting function leads 2018 enterprise investment in IA.

$34.8M $30.7M

23%

Finance & GBS, Core business/

accounting compliance industry-specific
& other

@ US$50M+

$30.2M $29.9M $27.2M

IT/digital Supply chain/ Human
sourcing/ resources
procurement

What level of intelligent automation-related investment does your function have today?
Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019

Sample = 590 business leaders including 100 C-level executives
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Most organizations are investing in the full spectrum of
intelligent automation technologies, typically prioritizing
RPA, but also more frequently exploring machine learning
and artificial intelligence opportunities. The study found that

two-thirds of respondents are adopting many elements of IA.

This ranges from piloting and implementing to scaling up and
institutionalizing best practices.

The technology being experimented with or piloted
the most is the field of artificial intelligence, earmarked
by 36 percent of respondents. Respondents said that

Figure 4 — Big plans to adopt IA but few results

oty U0 o

enterprises are not
considering or are
unsure about IA

2 NO SIver pullet

machine learning and smart analytics were the Al
technologies being implemented the most, with each
receiving 31 percent of responses. Smart analytics was
flagged at the top as most scaled while robotics process
automation was at the bottom rung, a surprisingly low

result given its role as a gateway technology. Overall, only

17 percent on average responded that they have scaled up or
industrialized |A technologies. Moreover, another 30 percent
of respondent organizations are opting not to invest or are
unsure of their plans for IA.

Adoption patterns across
the |A technology
spectrum are similar:

7%
0 average for scaled
and industrialized

What is the current state of adoption of the following intelligent automation (lA)

technologies in your organization?

Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019

Sample = 590 business leaders including 100 C-level executives
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Despite ongoing investment and adoption of various Al technologies, strategies to put them
into practice are often splintered or piecemeal. For instance, more than one-third indicated
their primary focus right now is on one element of IA technology, while only 11 percent noted
they are leveraging the power of all three technologies under the |1A umbrella: automation,
analytics and artificial intelligence. Another 16 percent said alignment is emerging across all
three technology fields. As businesses integrate |A solutions deeper and more broadly into
their organizations, look for more holistic approaches.

Figure 5 — Enterprise solutions leverage multiple |A technologies.

o)
While mg(e Jmaﬂ BU/O of enterprises are leveraging multiple |A technologies,

UHW H% are leveraging an integrated solution approach.

How well are you able to develop integrated solutions leveraging multiple intelligent automation
technologies to solve business problems?

Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019
Sample = 590 business leaders including 100 C-level executives

14 | Easing the pressure points: The state of intelligent automation



NOIGHT =

Break down the barriers

Scaling up A technologies across departments and business functions can be difficult due to budgetary
constraints, lack of an orchestrated approach, unclear business objectives and lack of understanding
about what more complex areas such as artificial intelligence actually can do. These points were
underscored by Dr.Thomas Erwin, Global Head of KPMG Lighthouse, Center of Excellence for
Intelligent Automation and Data & Analytics, KPMG International and Carina Schéllmann, Global
Execution Director, KPMG Lighthouse, KPMG International.

The numerous challenges can lead to implementation being handled “in pillars rather than in a

comprehensive strategy,” observes Schollmann. What's needed to overcome that more narrow approach
is consensus and a harmonized team direction that can lead to successful use cases, and in turn, break
out from these pillars and affect to other parts of the business. She adds that many businesses have
already made some investment and understand that “the technologies are not magic — but hard work
and dedication.” As more move beyond this baseline or exploration experience, she foresees that they
can “bring the conversation to a more strategic level”

Dr. Erwin concurs, and counsels, “Don’t worry about the techy blurry stuff or get hung up on the
technicalities. Stay focused on the business objectives.”

Additionally, he advises that business leaders, the CFO included, should figure out what the company
objectives are and then focus on them — revenue growth, operational savings, risk avoidance and a
competitive edge. “Failure is an eventuality if you don’t move forward,” he advises. “Your competition is
thinking daily about how to beat you and can be more effective.”
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With so much riding on the promise of IA, business who's accountable for driving the agenda to get a
leaders were queried about their biggest challenges in positive payback, and concerns about the impact on
executing on its potential. They identified the need to both  employees. However, in some isolated cases, it may
scale up vertically and broaden the scope of their efforts be advantageous to greenlight projects — even if
across functions and processes. they don't have a clear and immediate ROl — if they

somehow contribute to a new competitive advantage,
notes Peter Evans, Principal, Innovation and Enterprise
Solutions at KPMG in the US.

Other notable challenges pinpointed included several
managerial issues: how much financial investment and
supporting infrastructure such as cloud is required,

Figure 6 — Scale is the biggest inhibitor to IA success.
What are the top three inhibitors that are holding you back from achieving strategic AND operational goals?

Need more scale with IA Uncertainty about the financial Lack of organizational clarity and
to achieve objectives investment needed in IA accountability for driving IA agenda

16%
14%
’ 13%
12% 10% 10%
6% 7% 7%

@ Rank 1 @ Rank 2 @ Rank3

Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019
Sample = 590 business leaders including 100 C-level executives
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The rapid pace of advancement can be clearly seen in The inevitable conclusion, for now, is that while business
a surprisingly high (71 percent) number of respondents leaders strongly believe their IA programs can grow at a
who say that their adoption of A at a functional level is fast pace, they struggle to get the fundamentals right. It
already at scale or will be there within one year. More takes pulling the right levers at the right time to achieve
than half (51 percent) of respondents indicated that success and to stay the course.

even the (much harder) enterprise-wide use of IA will be
mastered by next year.

Figure 7 — Enterprises are moving at warp speed to scale |A programs.
When will your adoption of intelligent automation (IA) be scaled-up and industrialized?

39%

2(yo 5‘7
o
.
We are Within Within Within More than Never/unsure
already there next year next 2 years next 5 years 5 years

. Function level ‘ Enterprise level

Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019
Sample = 590 business leaders including 100 C-level executives
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Global pharmaceutical

“Our finance team uses RPA in its daily work. Our RPA program has now gone broader from
finance to enterprise. We have actually handed RPA off to IT, who then built a robust enterprise
approach. RPA has moved from supporting tasks to processes within our Global Financial
Services (GFS) to functions outside.”

Finance Process Leader and RPA champion at a global pharmaceutical company

—, \
e - |
O of respondents believe that their
function-level |A programs are deemed

to either be at scale or will be there
within 1 year.—,

— \
The enterprise view of scaled |A

0
programs suggests 61%) of
respondents will have fully scaled and
industrialized |A programs by next year. =,
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Speed of execution is critical to achieving a first-mover performance. Getting past a tipping point is an ideal
advantage, competitive edge and financial success. and may not be the reality, particularly for companies
that are struggling to break even. But the need to make

Still, this survey found a distinct correlation between IA . s : )
investments is still paramount even in tough times.

investments and top financial performance. The reverse
is also true: less time and fewer resources equal poorer

‘igure 8 — Speed to scale |A yields financial returns.

oliys -
O of the best-performing
companies will be scaled by 2019 =,

[N

o)
69%) of poorly-performing companies need

2_5 yeafS to achieve |A scale =2

source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019
sample = 590 business leaders including 100 C-level executives
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Optimistically, two-thirds of survey
respondents believe they can
confidently manage ‘sizing up’

|A projects and initiatives. That
takes a corporate culture change,
and along with that, authority and
accountability. Figuring out who
will take charge of the agenda in
unchartered territory is one large
step. Another is dealing with
displaced staff and cultivating talent
in newer, digital arenas.

The study surfaced a whole host
of issues that business leaders are
confronted with when managing
change to unleash Al’s potential.
The foremost issues identified

are the need for more in-house
talent to support IA advancements
and, significantly, more senior
management leadership and vision
to set the agenda to embrace
change.

INe conlidence fac

Figure 9 — Companies lack confidence in overcoming inhibitors
to IA success.

are confident they can manage their need for
more scale with IA to achieve objectives

0076

are confident they can manage their lack of
in-house talent to support IA

A45%

believe they can manage their lack of senior
management mandate and vision to deploy IA

How confident are you in managing the challenges that are
holding you back over the next 12-18 months?
Source: HFS Research in conjunction with KPMG International,

State of intelligent automation, 2019
Sample = 590 business leaders including 100 C-level executives
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Proactive culture shift for workforce change

Addressing corporate culture and human resource issues is critical to the success of |A efforts.
Businesses must be prepared to be proactive about change, and instill that spirit within the
organization.

"Preparing for success means preparing to change the status quo and the way you run things,”
comments Vinodh Swaminathan, Principal, Intelligent Automation, Cognitive and Artificial
Intelligence, Innovation & Enterprise Solutions at KPMG in the US

This can mean conditioning staff to understand their jobs are likely to be redesigned. But it can be less
painful if managers figure out how staff can be reallocated and retrained in a new era of breakthrough
technologies such as augmented reality and artificial intelligence. Too often, a mismatch occurs. Too
many manual labor workers who don’t know how to evolve in this machine learning age and not enough
data scientists who can maximize the upcoming convergence of technologies, will be an ongoing
managerial challenge.




A DENANg MISSIONS

What accounts for the low confidence in visionary
leadership? This issue relates to the finding that few
(12 percent) are taking a company-wide approach to
managing |A initiatives. Instead, most organizations
focus on a limited range of tasks or specific functions.

For instance, in finance and human resources, more than
one-third of firms are focusing on small scale tasks that

can be easily automated. In core business units, customer
service and supply chain management, one-third are
exploring |As potential more broadly, across entire
functions or business units. Striking a balance between
specific pilots and a strategic mission can be daunting but
is necessary to get to smart automation.

Figure 10 — Enterprises manage IA initiatives with a process and/or
functional lens, but an enterprise-wide approach to IA is rare.

We have an enterprise-wide approach to intelligent automation:

2%
Core Customer Finance & Human
business/ service/ accounting resources
industry- sales/
specific marketing

IT/digital Other GBS Supply chain/
& sourcing/
compliance procurement

Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019

Sample = 590 business leaders including 100 C-level executives
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Understanding why most businesses are going slow
with |A can be traced back to three factors: who's really in
charge of leading the initiative, how integrated |A is within
the business, and how best practices are picked up and
learned.

The study found that it's typically information technology
that takes charge of getting IA deployed. Less than
one-fifth have a combined IT and business approach. This

scenario makes for a less than ideal outcome if a limited
number of departments actually get involved.

Just as telling, the survey indicates that few have
established Centers of Excellence (COE) to learn from
successes and centralize best practices. Centers of
Excellence are the most effective, of course, when

an organization is farther along the |A curve and more
insights and lessons can be drawn from approaches,
measurements and inputs from IT and business.

Figure 11 — The prevailing approach to |A strategy and deployment is |T-led.

Who leads intelligent automation strategy and deployment for your company?

42% I 43%
21% | 20%
170/0 17% 140/0 15%

IT leads IT and BUs

combined

‘ IA strategy . IA deployment

Digital leads

BUs chart own IA CoE leads

IA course

Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019

Sample = 590 business leaders including 100 C-level executives
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Top ten bank

W

The Head of Intelligent Automation at a top ten US bank commented on his experience in establishing
an effective IA Center of Excellence (CoE). His firm started its |A journey with RPA in early 2017 and
continues to scale and embrace additional |A technologies.

"We established a business-led, federated CoE model. The CoE was initially run by a digital team that
sat between IT and the business, which allowed the program to jumpstart. It now resides within
the largest operations shared service organization providing |A as a service to the enterprise. We
used the CoE to centralize all IA program components — from process identification on the front-end
to process monitoring on the back-end. The business units have been educated by various training
formats to come up with ideas that matter. Across the |A lifecycle, the balance of responsibility is
shared between the IA CoE and the business. The federated model and a CoE that sits between IT
and the business has been effective and drives credibility and uptake.”

Head of Intelligent Automation at a top ten US bank
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Going forward, the consensus is that businesses will But managing this transition across functions
broaden the scope of IA management from functions by and technologies where most IA resides within
region to enterprise-wide globally. More than one-third enterprise-wide mandates does require some good
(38 percent) of organizations polled are moving in this balancing techniques.

direction from only 10 percent in 2018.

" INSIGHT ==

Mars Global

Anoop Aggarwal, Vice President, Finance, Digital & Staff Officer at Mars Global commmented on how his
firm addressed the scale challenge:

"We have been able to achieve scale by cultivating strong understanding with senior leadership. We
did this by kicking off our IA journey with an immersion program that addressed what transformation
would mean in finance in terms of humans, technology, culture and business. \We worked through
this for 6 months and included senior leadership. Our finance group is way ahead of groups that did
not do this. Scale comes from adoption and acceptance.”

Anoop Aggarwal,
Vice President, Finance, Digital & Staff Officer at Mars Global

Figure 12 — Organizational approaches to IA are shifting.

1 [1}7y Today

Enterprise globally 10%
(Ml In 3 years

Enterprise regionally
In 3 years

unctional globally
25% In 3 years

Functional by region
In 3 years

Unclear, we are in the process 1% Today
of formulating a strategy 1% In 3 years

Today

What is the primary way that your intelligent automation (lA) initiatives are organized today? What will this look

like in 3 years?

Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019
Sample = 590 business leaders including 100 C-level executives
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For business executives dealing with the potentially
tumultuous impact of intelligent automation on their
workforces, addressing its impact is a long-term
proposition.

Intelligent automation’s impact on jobs, both in terms of
partial or full elimination of work roles or, on the flip side,
empowering workers with new skills and insights, is already
areality in the market. Research results find optimism about
the impact IA will have on jobs — for example, approximately
one-half of respondents surveyed say automation will impact
fewer than 20 percent of their staff while the other half peg
the impact as affecting more than 20 percent. But we feel
these numbers are overly optimistic. The reality is 1A will
eliminate white collar jobs. Organizations need to proactively
address this reality.

e madic

The bigger question is how leaders are handling job
displacement. Retraining tops layoffs by a wide margin.
This survey also found that only 14 percent anticipate
letting workers go. What took precedence is retraining to
deal with data (22 percent), to get into machine learning
(21 percent), to work on new business needs (36 percent)
and to specialize in an industry or domain (12 percent). The
key challenge for organizations is how to actually conduct
this retraining as well as determine which workers are
best suited for this investment.

This retraining issue needs to be addressed by
organizations’ human resources departments. But what's
also required is that business and executive management
work with HR to define the collective workforce of the
future and direct retraining and reskilling efforts toward
that future.

Figure 13 — |A will almost certainly impact existing workforces and ways of working.

What proportion of your current workforce do you expect to be significantly impacted by IA in the next 2 years?

Less than 10%

'

4% 307

11-20%

21-50%

' 1y

06 1h

More than 50%

Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019

Sample = 590 business leaders including 100 C-level executives
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Figure 13 — Emerging strategies for managing people displaced by |A.

How wiill your enterprise deal with displaced people as a result of IA implementation?

Let them go
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Retrain them on machine learning or artificial intelligence
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0

Retrain to specialize in an industry or process domain

Source: HFS Research in conjunction with KPMG International, State of intelligent automation, 2019
Sample = 590 business leaders including 100 C-level executives
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There is no singular approach to handling an increasing available is often quite expensive, particularly for artificial
talent shortage for intelligent automation technologies. intelligence. Engaging consultants and hiring externally
Business leaders indicated that they rely on a is an additional means to infuse expertise internally; a
multi-faceted approach to addressing this challenge. solution pinpointed by two-thirds of respondents. Use of
Retraining and reskilling of existing staff was rated as the outsourcing providers, or hiring from crowdsourcing or
number one method, cited by three-quarters of those use of contingent labor were also cited, though less often,
surveyed. But often, retraining is easier said than done as a means to augment talent needs.

effectively. Competition for talent is fierce and the talent

Figure 14 — There is no singular approach to accessing |A talent.

Retraining/reskilling Engaging Hiring
existing staff consultants externally

5% Gl 6%
L

Engaging outsourcing Crowdsourcing/
providers gig economy
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In which of the following ways are you accessing the intelligent automation (IA) talent that you need
to drive your strategy?
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Allied Irish Bank

Niall Cunnane, former Head of Digital Process Automation at Allied Irish Bank (AIB) shared his views on
grappling with |A talent. AIB started its |A journey with RPA in early 2017, building on a Business Process
Management capability and a strong focus on adhering to defined core growth pillars established as
part of a financial rejuvenation plan.

"RPA engineers are in huge demand and it's difficult to attract talent directly. WWe use both strategic
partners and train people internally but attrition for trained IA resources is a challenge. This will likely
continue for another three to five years and then stabilize.”

Niall Cunnane,
former Head of Digital Process Automation at Allied Irish Bank
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The 'Why'

Recognize and embrace exponential change.
Enterprises need to have a clear and supported vision
for how their business will change through IA. Treating
this transformation simply as technology change or

a point in time human resources challenge will yield
lackluster results. Integrated automation is the effective
melding of technology, talent, organizational change
and leadership to achieve exponential outcomes.

Create a clear leadership mandate and vision that
perpetually answers the question ‘Why IA?’ /
While projects can be led from the function level . ’
up, they have to be complemented by top-down f
ownership, mandate and vision — truly a programmatic
approach to IA.

The 'What'

Embrace integration.

The majority of enterprises are investing in multiple

IA technologies, but are using them in a siloed or
piecemeal fashion. Deeper results and broader benefits
can spring from combining technologies to solve
problems or reinvent processes or functions.

Cultivate an enterprise-wide approach to IA.

Use the enterprise lens to break down the silos and
elevate the best practices. This is critical for scale and
the achievement of objectives. [ dd.

.

Take a multi-faceted approach to IA talent.

You will never scale without the necessary talent

to execute the strategy and operate the reinvented
business with an automation mindset. Enterprises cite
reskilling as an easy approach to minimizing layoffs
while, at the same time, developing necessary talent.

Be aggressive and fast.

Set clear and strategic goals, look for ways to best
achieve them and then execute decisively. Do this fast
and expect failure. Take what works and scale. Take
what does not and pivot or move on.
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Clearly, most executives and decision-makers are keen to exploit the potential
benefits of IA. They are investing significant resources into achieving their early 1A
goals and objectives. And they are hopeful they will soon start seeing the
benefits at an enterprise level.

But the data also seem to suggest that organizations are struggling to achieve
the type of scale they require. They are facing difficulties breaking down their
internal functional silos. They are concerned about the impacts of |A on their
workforce and development. And they are fighting to secure the talent they
need.

We believe there are 10 steps that most organizations could take to help drive
scale in |A:

Remember that intelligent automation, while enabled by technology, is

a business issue and opportunity. Rethink your core operating models
1 in the context of the advances |A can enable. It is about reinventing

the business, not pursuing a series of technology investment projects.

Spearhead IA initiatives Ensure coordinated

@ from a strategic r -l collaboration between
perspective via a top-level business units, executive

2 champion who 3 management and the

understands its value and Pt information technology
has not only the vision to group. IA is a business
direct it enthusiastically enabler but it is powered
and effectively, but also by IT.

the support to rally the
staff around.

Strategize to combine |A technologies that can work together rather
than opt for piecemeal tactics to solve problems. Look to reinvent
processes or functions. Ensure tight integration with other technology
efforts such as cloud, blockchain and advanced data and analytics.
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View |A from an enterprise level to scale up its usefulness within the
business and broaden its scope to various functions. Everyone doing

5 their own thing runs the risk of redundant efforts, diluted ROls and
underachievement of potential benefit. A coordinated enterprise
approach will lead to consistent technologies, resources, governance
and investment pools — and will elevate the best practices.

Ensure adequate capital, resources and time are allocated to

retrain, reskill and upgrade staff (a challenging multi-year effort).
Be realistic about just how many staff can be retrained.

Ensure adequate change management programs are

in place to manage the transition from human to E"
digital labor. Understand what new skills are required

S0 as to retrain and reskill based on a defined

workforce of the future.

Be creative in addressing |A skills shortages (including

use of contingent labor and external service providers) to q 8

fill in the talent gap while your |IA agenda matures and

advances.
Embrace smart Learn how to pivot,
failures. Learn from learn from mistakes

those market leaders and be aggressive.
who aren't afraid to

fail, but are masters
in failing fast and
then succeeding
with what works.
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Jemograpnics

Geography Job title
us [ECC R 2o Director — IT/Digital
France “ 7 Director — Business
Global Business Services or
UK m 6 Shared Services
Canada m 7 SVP/VP — IT/Digital
South Africa “ 7 Chief Information Officer
cermany I s SVP/VP — Business
sapan [N 7 Chief Finance Officer (CFO)
Spain m 7 Chief Operations Officer
China m 6 Chief Digital Officer
Australia “ 7 Other C-level executive
Brazil “ 7 Chief Data Officer
Netherlands 6 CEO I
wa NEHN
@ Csuite @ VP and Director ® Csuite @ VP and Director
Company size (Revenue) Industry
Between US$3B and $5B .
Retail
270 55 i
Automotive
Between US$1B and $3B
E
127 18 neray
Between US$5B & $10B Government
69 27 Utilities
US$10B + Banking and

Financial Services

E Healthcare
®c

-Suite . VP and Director Insurance
Life Science

. C-Suite ‘ VP and Director

Source: HFS Research in conjunction with KPMG International, State of
intelligent automation, 2019
Sample = 590 business leaders including 100 C-level executives
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