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Introduction

The current business environment is a challenge for most companies,
with various disruptions threatening to affect both revenue and
profitability. Although the global COVID-19 pandemic has mostly
receded into history, macroeconomics (inflationary pressures, fears for a
global recession, tariffs, and energy cost) and talent/labor availability
remain major concerns. In IDC's 2024 Talent and Labor Management
Survey, over 42% of companies said that both high skill and temporary
labor positions were understaffed, with manufacturing and operations
most frequently cited as experiencing shortages. Most companies noted
the lack of available talent and/or labor makes their business slower
(extended delivery/manufacturing time) and less reliable (supply
interruptions).

While better training and/or employee development programs are
important to efforts to improve the talent/labor shortages, the use of
better applications is just as critical. As one chief human resources officer
(CHRO) noted to IDC, "If we cannot find the people we need to run the
business, we had better improve the productivity of those we already

AT A GLANCE

KEY STATS

» 42% of human resources leaders say that
their business is understaffed.

» 55% of companies say that they are
looking to invest in Al tools that can
elevate employee performance.

» 37% of companies saw over a 10%
improvement in overall people
productivity from Al-powered
applications.

WHAT'S IMPORTANT

In an environment where employee
resource decisions need to be made quickly,
operating with older, poorly integrated tools
increasingly hinders competitive
performance.

have." As noted in Figure 1, companies overwhelmingly cite better tools as the way in which they are approaching talent

and/or labor shortages.
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FIGURE 1: Approach to Overcoming Talent/Labor Shortages

Q Which of the following strategies has your organization implemented or plan to implement companywide to
overcome talent/labor issues you may have?

Invest in better applications (Al/GenAl) that
can assist employees

Improved training for current employees

Outsource hiring/recruitment process

Automate tasks

Digital collaboration/knowledge repository [
|
|

n=512

Source: IDC's Talent and Labor Management Survey, 2024

Disruptions or talent/labor shortages rarely affect one "domain" in the business, whether operations, supply chain,
finance, IT, or human resources, so tools that only focus on individual domains will not optimize the end-to-end business.
The ability to connect enterprisewide business processes into a single technology platform that combines the power of
Al, data, and applications is increasingly differentiating human resources performance. It is not hard to imagine a future
where human resource management is defined within the intersection of applications, data, and Al, each leveraging the
other two and driving the business forward. Specifically, organizations tell IDC that Al is the most important technology
for managing human resources, in both the short and longer term. Traditional Al/machine learning remains important for
productivity assessment and benchmarking, generative Al (GenAl) is increasingly being used to manage skills training and
new employee onboarding, and agentic Al is emerging as a mechanism to drive both process and people productivity.

IDC fully expects that human resources applications will progress from being agent led at a task level to agents supporting
applications to ultimately agents enabling entire functional areas. Think of each agent as a specialized Al service
constantly communicating and learning in real time. These agents work as a coordinated network, each taking cues from
the others. A sudden shift in demand might trigger the supply chain planning agent to recommend the reallocation of
factory resources, the finance agent to update projections, and the workforce agent to identify a need for additional
staffing. All of this happens simultaneously, connected by unified data and deep application functionality, and in concert
with people.

The business impact is felt widely, across multiple functions. Whether it is the chief financial officer looking for ways to
balance suitable growth with business profitability, the chief procurement officer looking to improve supplier
performance and manage procurement risk, or the chief human resources officer looking to more dynamically manage
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employee resources and people productivity. But no function is unaffected by operational disruptions and talent/labor
shortages, and all will benefit from a collective set of tools that both align and prioritize speed and agility.

Companies have told IDC for some years now that their longer-term strategy is to move to an integrated suite of IT
systems to better manage both external and internal workforce challenges. While short-term priorities would often get in
the way, and frankly, the vendor tools were not always accommodating, that longer-term goal is now more a reality than
aspiration.

Human Resources Priorities

Human resources application buying behaviors and needs have been gradually evolving for some time. Successive
global/regional disruptions continue to reveal persistent employee resource shortages and accelerate the velocity at
which change is occurring.

Application purchase decisions not only are based on how human resources must meet both current internal business
needs and employee expectations but are also about how employee performance must evolve to meet future needs and
expectations. The biggest barrier that the CHRO and their teams face is having the right data (depth and breadth) and
insights to fully understand what is happening in their business in real time, what the correct reactive/proactive steps are,
and how to best implement them quickly to ensure that workforce resources remain strong.

Solving human resources and workforce challenges is a high-priority initiative and investment for CHROs. Specifically:

» HR/workforce business processes and data silos that inhibit or prevent broad learnings and data usage
»  Ability for operational staff to easily utilize the insights from data analytics in the timescales required

» Integrated solutions that can be easily and quickly implemented and operated by nontechnical resources that
reside across the business, or at least outside of IT (At the same time, some users may require options for advanced
functionality.)

» Products and solutions that dramatically improve productivity and value-added task capabilities for both white-
and blue-collar employees and extract intelligent insights from operational data

»  Ensuring best-in-class data security

» Costs/pricing that align with the value that is created by the solution that is purchased

Beyond these strategic objectives, the ability for more tactical or operational roles to do their jobs more efficiently and
effectively is critical. Operational employees will have tactical or operational roles in specific areas and be very focused on
the challenges and opportunities specific to their role. Human resources applications must enable employees to
optimally perform in their roles and have the tools they need to be both efficient and effective.
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Leveraging an Al-Powered Business Suite for Human Resources Efficiency
and Resiliency

IDC defines a suite as a set of interconnected and integrated software applications that work as one across the full
breadth of an organization. A suite allows companies to align and integrate data, leverage specific
capabilities/applications, and optimize the power of artificial intelligence. The extent to which Al conveys competitive
advantage will depend heavily on the degree to which process intelligence informs applications and the scope/scale of
available data. Furthermore:

» Comprehensive data: As companies look to modernize their human resources capabilities, the ability to align and
integrate data from the perspective of both capacity and quality is important. Speed to decision is critical, of course,
but very often capability transformation is slowed by functional/process silos and disconnected systems and data.

» Applications alignment and integration: It has been the experience of IDC that application vendors can struggle to
articulate the way in which Al will convey competitive advantage; yet the answer seems clear that best-in-class
capabilities will be the foundation for differentiated performance. Applications that are aligned and integrated into
a single suite with market-leading performance will allow companies to elevate their business performance by
making human resources decisions more quickly and with data driven insight.

» Powered with Al: Over the next three to four years, generative and agentic Al advancements will help push
applications to a state where the majority of offerings available will be significantly enhanced and augmented by
agent-driven capabilities. This transition will be much more easily accomplished with an integrated suite. Indeed, in
a recent IDC Al Survey, almost half of the respondents viewed the inclusion of GenAl capabilities as a significant
driver of retention of their current human resources applications. In a recent IDC Supply Chain Survey, 37% of
companies saw over a 10% improvement in overall people productivity from Al-powered applications.

Conclusion

As disruption continues to plague companies across all industries, operating with older, poorly integrated tools
increasingly hinders competitive business performance. In an environment where employee resource decisions need to
be made quickly, IT system drag is simply no longer tolerable.

Modern applications, leveraging data and rapidly evolving Al tools within a single platform, are increasingly best practice.
IDC would recommend that companies across all industries, and of all sizes and scale, explore these platforms to see
what they can do for their human resources capabilities — and the business. Ultimately, businesses are distinguished by
the capabilities of their people.
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The SAP Business Suite represents the future of enterprise management — a modular cloud-based solution that
integrates mission-critical applications, real-time data, and advanced Al into one seamless system. With SAP Business
Suite, your Cloud ERP and business applications generate rich, trusted data; the SAP Business Data Cloud harmonizes
and contextualizes this data into action-ready insights; and SAP Business Al — with Joule, our Al agent orchestrator —
uses these insights to automate operations, streamline cross-functional collaboration, and accelerate smarter
decisions. This integrated approach, made possible by SAP Business Technology Platform, creates a continuous cycle
of value, driving efficiency, fueling innovation, and enabling enterprise-wide agility. Powered by flexible cloud HCM
solutions, SAP Business Suite bridges the gaps between HR and functions across the organization to drive end-to-end
people processes, holistic workforce insights, and seamless Al-enabled experiences. Visit us online to learn more or
sign up for a free 30-day trial of SAP SuccessFactors HCM.

Learn more at SAP Business Suite for HR Teams | SAP
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