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Good morning, Chairman Hickenlooper, Ranking Member Braun, and members of the
Subcommittee. My name is Josh Lannin, and I’m Vice President of Productivity Technology at
Workday. I’'m grateful for the opportunity to appear before you today.

For more than twenty-five years, I’ve worked on emerging technologies such as artificial
intelligence (Al) that enhance how workers collaborate, amplify their team’s performance, and
succeed in the rapidly changing workplace. I’ve called Colorado home for more than thirty years,
and I’m a proud graduate of the University of Colorado Boulder where my oldest daughter,
Sydney, recently started.

Background

For those who don’t know us, Workday is a leading provider of enterprise cloud applications for
finance and human resources, helping customers keep pace with a changing world. Our
applications for financial management, human resources, planning, spend management, and
student management are built with Al and machine learning at the core to help organizations
embrace the future of work. Headquartered in Pleasanton, California, Workday has more than
18,000 employees with offices in Boulder, Boston, McLean, and Salt Lake City.

Workday was founded in 2005 and today is used by more than 10,000 organizations around the
world and across industries—from medium-sized businesses to more than 50 percent of the
Fortune 500. The Workday customer community has 65 million users, and in April of this year,
nearly one in four of all U.S. job openings was processed on the Workday platform.! We are
deeply committed to providing consistent, reliable, and secure software services to our customers
and their employees. We also believe we have a unique opportunity to improve employee
experiences and empower people to do their best work.

Our customers include state, local, and county governments and institutions of higher education,
including the cities of Denver and Boulder; Hamilton County, Indiana; the Colorado School of
Mines; and DePauw University. Last year, Workday entered the federal marketplace.? > We did
so after recognizing that federal agencies like the Department of Energy needed enterprise
software that helps them address their workforce development and financial management
challenges and can keep pace with rapid change.

I commend the Subcommittee for convening this hearing and for its bipartisan focus on how Al
will impact the American workforce and on the skills needed to succeed in the changing
workplace. These issues are a high priority for Workday and our customers, and we view them as
central to the question of how to make the most of AI’s potential. As with earlier advancements
in technology, Al will impact how people work and the skills their jobs require. Notable
developments around generative Al are also accelerating the pace and depth of transformation
that we will likely see in the next two to three years. At the same time, we are confident that Al
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can empower U.S. workers and employers to navigate these changes by fostering a skills-based
approach to talent.

My testimony will highlight how Workday and our customers are thinking about Al, how
trustworthy Al can drive a skills-based approach to talent at scale, and the steps we recommend
the Subcommittee consider so that workers and employers have the data to better adapt to the
changing workplace.

Employers are Optimistic about Al and Navigating Skills Gaps

At Workday, we believe Al can positively transform how people and organizations work. The Al
tools we deliver to our customers help people to make more informed decisions by surfacing new
insights, identifying opportunities for career development, and improving workers’ day-to-day
by simplifying labor-intensive tasks.* Our guiding principle is that Al should be used in ways
that augment, rather than displace people. As such, Workday provides tools that enrich-but don’t
automate—human decisions. Our product teams work hard so that users can understand how and
when Al is being used so that a human is always the ultimate decision-maker. We’ve found that
this is an approach that builds trust with our customers and end users.®

Earlier this year, Workday surveyed 1,000 senior decision-makers in human resources, finance,
and technology for their perspectives on Al.® As decisions about the future of work are being
made today, the results illustrate how employers are thinking about Al and the workplace. Senior
decision-makers overwhelmingly agreed (80 percent) that Al is needed to keep their business
competitive and help their employees work more efficiently and make better decisions. Of the
technology leaders surveyed, 94 percent indicated they are investing in Al and a similar number
(83 percent) expect to invest the same amount or more over the next three years.

Yet alongside the optimism about AI’s potential is anxiety. A majority of senior decision-makers
(72 percent) voiced concern that their organization lacks the skills to fully implement Al. Nearly
all (93 percent) said it was important to keep a “human in the loop” when making significant
decisions.

Although we’re in the early days of Al adoption, the opportunities and challenges ahead of us are
coming into view. Employers understand the benefits of using Al to address both labor-intensive
and time-intensive work, but wrestle with growing skills gaps in Al, Al-adjacent, and more
traditional roles. How do we address this skills gap while also equipping workers and employers
to navigate the coming changes to the workplace? By one estimate, 85 percent of the jobs in
2030 have not been created yet.” While this number may be bullish, it speaks to the challenge of
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identifying and investing in skills that are not only in-demand today, but will also be relevant
tomorrow.

Skills: the Right Lens to View the Changing Workplace

We believe a shift to a skills-based approach to talent—rather than trying to forecast the skills of
the future—is the best way forward.® ° ° By a skills-based approach to talent, we mean an
emphasis on what a person can do or learn, rather than solely on their credentials.

Awareness of the benefits of a skills-based approach to hiring, learning, and career development
is growing.'! Alongside the private sector, governors of at least ten states, including Colorado,
North Carolina, Pennsylvania, Utah, and Virginia, are taking steps to remove degree
requirements for most state opportunities.*? In hiring guidance issued by the Office of Personnel
Management last year, the nation’s largest employer — the federal government — recognized the
importance of a skills-based approach to recruiting its workforce.*®

Why focus on skills? First, it helps workers more nimbly upskill and reskill for new roles,
including through on-the-job experience.'* Second, employers can expand their applicant pools
and shine a spotlight on talented individuals who are equipped to excel in a job but may not fit a
traditional candidate profile on paper.® 1 Approaches that over-rely on college degrees can also
screen out otherwise qualified candidates, such as applicants from underrepresented and rural
communities.}” Third, the data supports a skills-based approach to talent. Hiring for skills has
been found to be five times more predictive of job performance than hiring for educational
qualifications.!® Organizations that use skills-based practices are also twice as likely to place
talent effectively and 98 percent more likely to retain high performers.*®

As a manager, I’ve seen the benefits of these practices firsthand. Workday’s approach to talent is
skills-based. As a result, I’'m able to find qualified candidates for our product organization faster,
and opportunities have opened up for individuals who might have been overlooked in the past.
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Al Can Drive a Skills-Based Approach to Talent at Scale

At Workday, we’ve found that successfully implementing a skills-based approach to talent can
be difficult to scale without the right technology.? People use different words to describe a skill,
and very different skills can be described with the same word. Workers often struggle to identify
which skills they should develop to advance their careers, and the lack of consistency makes it
difficult for employers to identify workers who can fill an open role.

Fortunately, Al is unique in that it will drive change in the workplace and power the tools that
workers and employers need to successfully navigate those changes. Al can process large
amounts of data associated with occupational roles and responsibilities and develop so-called
“ontologies” or vocabularies that make skills data actionable. Workday’s Skills Cloud, for
example, aligns skills to a common vocabulary by using machine learning to map how different
skills relate to each other and evolve over time.?! Skills Cloud has been used over 40 million
times, including by hiring managers for new job postings and by incumbent workers and
candidates to communicate the skills they have. Over 25 percent of Fortune 500 companies are
now live on Skills Cloud and workers have entered over 200 million skills into their profiles.

Incumbent workers can also use Career Hub, a one-stop-shop on the Workday platform where
employees can find Al-enabled personalized recommendations, such as learning content and
short-term projects on other teams where they can pick up new skills. For example, a retail
associate who is starting a new family and is interested in management can discover a leadership
role at another store and take suggested learning courses to prepare them for that opportunity.??
The result is a win-win for workers and employers: the retail associate can pursue growth
opportunities that align with their career goals, and employers can benefit from and support their
incumbent talent. This is one example of how Al and skills can take the guesswork out of
workforce development and facilitate data-driven reskilling.

Al can also give workers the tools to succeed in their current roles. In the coming months,
finance professionals using Workday will be able to use a generative Al tool to analyze contracts
for any anomalies or discrepancies. This saves time, enhances accuracy, and frees up those
workers to focus on negotiating contracts and building partnerships—all while keeping the human
as the final decision-maker.?® When thoughtfully and responsibly applied, these Al tools can
elevate thezwork people do, and give them time back to focus on what matters most to them and
their roles.?

Responsible Al Governance Builds Trust
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While we see incredible opportunities for Al to unlock human potential, we also recognize that
the risk of unintended consequences is real. One thing we are certain of is that people won’t use
technology they don’t trust.?> As a cloud-native enterprise software company, we learned early
on that rigorous investments in technology governance are critical to earning and retaining our
customers’ trust. This is why Workday put in place a robust responsible Al program that
includes:

e | eadership Commitment from a Responsible Al Advisory Board that is led by our
General Counsel and counts our Chief Compliance Officer, Chief Technology Officer,
and Chief Diversity Officer among its members.

e Dedicated Resources that include a team of social and data scientists and technology
experts that report to our Board of Directors through our Chief Compliance Officer and
that develops and maintains Workday’s responsible Al governance framework. The team
receives cross-company support, including from responsible Al champions who provide
subject matter expertise so that Al products are developed in accordance with Workday’s
Al principles.?®

e Responsible Al Guidelines and Review Processes that operationalize our principles
through Al development guardrails, turning them into documented practices and
assessments.?” Our product development teams use tools to evaluate a potential Al
feature’s risk profile before we write any code. Al tools intended for use in consequential
decisions, such as hiring or promotion, are treated as high-risk.

e Disclosure to equip our customers with a clear understanding of how our Al tools are
developed and assessed, as well as transparency and choice in how their data is used.

Although Workday has taken these steps to develop Al in a responsible manner, we recognize
that the lack of public trust in Al must be addressed across the industry.?® Workday strongly
supports new regulations on Al developed and used for consequential decisions, including hiring,
promotion, and termination.?® 3 We were also early champions for the creation of the National
Institute of Standards & Technology’s Al Risk Management Framework because we recognized
the need for a commonly accepted benchmark for Al governance.®! 32 Workday participated in
every stage of the Framework’s development, alongside contributors from academia, the
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business community, and civil society groups. Last month, NIST published a case study
featuring Workday’s use of the AI Risk Management Framework, the first of any organization.*

We also recognize the need for a practical roadmap that developers and deployers of Al in the
workplace can use. This is why Workday joined the Future of Privacy Forum and other leading
technology companies to co-develop the Best Practices for Al and Workplace Assessment
Technologies. The Best Practices are a roadmap for responsible Al in the workplace that
accounts for the shared responsibility of Al developers and deployers.® They leverage
Workday’s experience in developing trustworthy enterprise Al capabilities, as well as the NIST
Al Risk Management Framework and guidance from U.S. regulators, including the Equal
Employment Opportunity Commission.*® We were proud to endorse the Best Practices and have
called on other organizations to join us in putting them to use.

Modernize Federal Labor Market Data

As the Subcommittee weighs Al’s impact on the future of work, we recommend that it consider
taking steps to modernize federal labor market data.>” Federal labor market data that is granular,
high quality, and timely could fuel the Al technologies needed to bring a skills-based approach to
talent to a national scale. When equipped with this kind of information, workers, employers, and
educators can better navigate the coming changes to the workplace.®

Although the Department of Labor (DOL) produces important federal macroeconomic
information, the current reporting system provides limited insight into employment patterns and
skills that are in demand in the job market.®® 4% 41 Awareness about the importance of better
federal labor market data, however, is growing.*?

In the wake of the economic disruption caused by the pandemic, the Workforce Information
Advisory Committee recommended that the DOL take steps to improve data on the changing
nature of work, improve the accuracy of local-level data, and adequately fund state reporting
infrastructure.*® The White House’s National Cyber Workforce & Education Strategy, in
recognizing the importance of a skills-based approach to talent, also highlighted the need to
improve labor market data and resources.* Moreover, in its Year 1 Report, the National Al
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Advisory Committee (NAIAC) recommended that DOL prioritize and request adequate funding
for ongoing efforts to modernize the Workforce and Labor Market Information system.*® The
NAIAC concluded that “with the appropriate investments and privacy safeguards in place, Al-
driven tools coupled with real-time labor market data can enable workers to not only adapt to a
changing workplace, but also thrive.”*®

To advance the modernization of federal labor market data, Workday has collaborated with
stakeholders on model legislation. Our proposal would:

1. Establish a workforce and labor market data pilot program that would focus on
supporting ongoing efforts and existing public-private partnerships with technical
resources for states.

2. Create a rapid response initiative that would encourage federal agencies to identify
labor shortages and workforce gaps across the country and provide Congress insight on
labor data standardization.

3. Establish a Congressional Commission to provide recommendations on how to further
improve the collection, security, maintenance, and dissemination of labor market data.

Conclusion

At Workday, we are all in on trustworthy AI’s ability to unlock human potential and support a
skills-based approach to talent. As workplaces and work transform, it’s increasingly clear that
technologies like Al are necessary to help workers and employers navigate change. Workday
seeks to be a partner. As you chart a way forward on responsible Al and the future of work, we
hope the Subcommittee will consider us a resource. Thank you and I look forward to your
questions.
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