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Executive summary

We are in the early stages of scaling AI and agentic processes, but momentum is accelerating.

Reaching the tipping point of rapid scale requires robust orchestration and disciplined control frameworks in data privacy and enforceable business rules.

These are non-negotiable foundations for scaling Al. Executives prioritize customer impact, improved outcomes, and deploying talent to high-value work.
Investment urgency is real. Al scale is a growth lever, not a technology experiment, but the urgency carries risk. Control frameworks are immature. In the
interim, human-in-the-loop oversight and risk analytics will serve as compensating safeguards. Modernization and legacy retirement will continue as
consequences of Al scale, but they are not seen as its drivers. Layering Al onto already fragile legacy estates risks increased complexity and may limit the
ability to fully leverage proprietary data for competitive advantage.

HFS Research, in partnership with Pega®, surveyed 101 senior enterprise leaders in North America to understand how enterprises are seeking to scale Al
and agentic solutions and the implications for IT modernization and legacy retirement.

The survey uncovered five key takeaways:

Confidence in 1
unified

orchestration

of data privacy and
business rules is key

to AI scale

Eighty percent (80%) of
executives cite unified
orchestration as critical.
For now, they will rely on
human-in-the-loop (HITL),
auditing, and rollback.

Governance 2

confidence is the
gate to AI scale and
workflow
modernization

Forty-five percent (45%)
of executives say Al
governance is inadequate.
Slowing workflow and IT
modernization risks more
complexity.

Auditability 3
exposes the fault
line in governance

Sixty percent (60%) claim
they can avoid duplicate
Al pipelines. Forty percent
(40%) cannot trace data
end-to-end, and just half
can justify automated
decisions.

Scalability is 4
judged at the
customer interface

If customers don’t

feel it, it isn't scale. First-
contact resolution is
recognized as the clearest
proof of Al transformation.

Legacy retirement 5
is sidelined

Enterprises

are stacking Al on fragile
foundations, risking poor
data quality and lost
competitive advantage.
Without modernization, Al
is another layer of
complexity.

The Bottom Line: AI scaling safely is elusive. Confidence, not intent, is the constraint. A unified orchestration fabric underpinning strong
governance, data privacy, traceability, and auditability is a milestone on the path to the AI scale tipping point.
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Confidence in unified orchestration of data privacy and
business rules is the gate to Al scale

How critical is unified orchestration

(a single fabric connecting intake, work
execution, and status visibility) to
scaling AI beyond pilots?

When scaling AI across
modernization initiatives, to what
degree do the following governance
signals influence your confidence
to act?

Unified orchestration is essential. Executives
overwhelmingly (80%) acknowledge that Al-
driven transformation cannot scale without a
single fabric coordinating control, execution,

49% production is achieved, executives will rely on
trusted humans-in-the-loop, auditing, and

and visibility.
) o : Without the visibility and reassurance that an
7 = Essential 36% i Data privacy 81% orchestration platform can provide, executives
i will lack confidence in plans to scale.
6 44% | o Al transformation is not stalled by a lack of
! Explicit rule _ 73% intent. It is gated by confidence in
5 15% i enforcement governance, and that confidence depends on
: unified orchestration.
| Human-in _ Eighty-one percent (81%) of executives cite
4 ) ! 59% ighty P 0
I 2% ! -the-loop data privacy, and 73% cite explicit rule
enforcement as critical to Al scale confidence.
3|11% _ ) Confidence in governance and unified
| Full audit trail - 51% orchestration together are prerequisites to
2 ! successful scaling.
! Until confidence through experience in
oo R

1 = Not critical F 2%

rollback.

Sample: 101 business and functional leaders in US and Canada
Source: HFS Research, 2026
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Governance confidence is the gate to AI scale and workflow
modernization

How confident are you that your
governance approach enables AI-driven
workflows to scale across applications
without creating duplicate pipelines,
uncontrolled connectors, and
inconsistent application of policy?

To what degree do your governance
capabilities give you confidence to
accelerate legacy modernization or
enterprise workflow automation?

Fifty-four percent (54%) of executives believe
their governance approach can prevent Al
sprawl, duplicate capabilities, and integration
complexity. Forty-six percent (46%) remain
unconvinced, highlighting a major confidence

= Accelerate workflow transformation gap in the controls required to scale safely.
® Legacy modernization One in four expresses serious concern about
25% 25% their ability to scale AI safely.
21% That uncertainty is slowing transformation.
29% 24% Only 21% report full confidence in governance
21% to accelerate Al-led legacy modernization

Just 25% say the same for workflow
transformation.

Most enterprises sit in the uncertain middle,
caught between urgency to scale Al and
hesitation about governance readiness, and
40% see no acceleration in legacy
modernization.

AI ambition is high, but governance confidence
is not yet decisive.

Sample: 101 business and functional leaders in US and Canada
Source: HFS Research, 2026
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Auditability exposes the fault line in AI governance

How closely do the following statements describe your current approach to

Al-enabled integration and automation?

® No where near

Duplicate pipelines, shadow automation and
inconsistent rule application versions are
avoided

Sprawl is avoided by managing connectors,
actions, and integrations

Automated decisions can be explained and
justified

The model and version is known for any

given outcome

Drift, bias and unintended cosequencies are
monitored over time

Data linage is tracable across end-to-end
processes

Sample: 101 business and functional leaders in the US
Source: HFS Research, 2026

Neutral

38%

38%

40%

32%

® Where we are now

59%

52%

50%

45%

43%

40%
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Fifty-nine percent (59%) report strong
alignment in avoiding duplicate pipelines and
shadow automation, the strongest governance
capability in the survey. But hygiene is not the
same as control.

Traceability is the structural gap. Only 40%
demonstrate strong end-to-end data lineage.
Most organizations cannot fully prove where
data moved, how it was transformed, or which
logic governed the outcome.

Explainability remains fragile, with just 50%
able to confidently explain and justify
automated decisions, leaving nearly half

exposed when scrutiny arises.

Enterprises are getting better at managing
operational complexity. They are less mature
at proving accountability and decision
integrity.

A unified control model requires
» Operational discipline

+ End-to-end traceability

« Defensible explainability.




Scalability is judged at the customer interface 4

Which outcomes most strongly signal that change has become easier to scale
in your organization?

Customer-facing impact is the primary proof of
Al transformation. Nearly half of all executives

strongest signals of scalable change.

Escalation reduction and workforce

|

Higher first-contact resolution 49% redeployment matter, but they are secondary.
Executives judge Al scale by visible service
improvement, not internal efficiency alone.

Increased employee time spent on _ 47% Yet measurement maturity remains uneven.
value-added work o :
Many organizations are extrapolating from
pilots rather than enterprise deployment.
Fewer escalations or exceptions _ 42% The signal is clear:

Al must prove itself at the customer interface,
and sustained proof requires the control,

_ ) orchestration, and governance discipline to

CYCIG‘tlme reduction 34% scale Safe|y_

SLA improvement 30%

il

Sample: 101 business and functional leaders in the US
Source: HFS Research, 2026
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Legacy retirement is sidelined

As Al becomes embedded into core workflows, how is your organization’s
investment shifting in modernization and retiring legacy?

® No or little change Neutral = To significant extent

multiple domains
Integration and orchestration 0%
across systems
Governance controls and o 0
risk management 4%
Modernization pilots and . 0
experimentation A Ao
Retiring legacy 14% JEPASE)

Sample: 101 business and functional leaders in US and Canada
Source: HFS Research, 2026
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Scaling Al across multiple domains and cross
system integration will attract the bulk of
investment, despite most enterprises not
being Al-ready.

Instead, they will rely on human-in-the-loop
oversight and downstream risk detection to
catch failures at the expense of STP and near-
term ROI. Automation is advancing, but
cautiously, as control frameworks catch up.

Forty-four percent (44%) are ramping
investment in orchestration and 43% in risk
management, reflecting their recognition of
the structural gap. Enterprises understand that
scaling Al safely requires connective tissue not
just smarter agents.

For 59% of executives, retiring legacy is not a
priority. This layering will risk increased
architectural complexity, data quality erosion
limiting institutional knowledge leverage and
competitive advantage from Al.




The Bottom Line:

AI scaling safely is elusive.
Confidence, not intent, is the
constraint. A unified
orchestration fabric
underpinning strong
governance, data privacy,
traceability, and auditability is a
milestone on the path to the Al
scale tipping point.
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Enterprises are universally committed to scaling Al and agentic workflows. Across
business, risk, and IT, leaders agree: A unified orchestration fabric is an essential
foundation for an Al-enabled hybrid operating model. For CIOs, this creates a clear
mandate. The CIO must own the orchestration narrative and establish the architectural
foundation that enables the safe, progressive rollout of Al and agents across workflows
and business lines, avoiding inconsistent deployment, duplicated capabilities, rising
costs, gaps in auditability, and data traceability.

Future competitive advantage will depend on a well-architected orchestration layer and
seamless integration with the enterprise’s proprietary data, business rules, and codified
expertise. CIOs must drive workflow modernization and address legacy complexity
where fragmented architectures and poor data quality constrain new Al capabilities.

Governance must remain uncompromising, and CISOs and Chief Risk Officers must act
as the guardians of control frameworks, ensuring enforcement of privacy, auditability,
and data lineage across Al deployments. Without this partnership between
orchestration leadership and governance oversight, Al will scale, but not safely.

(2 @

[T —>
CIOs must lead the New Al capabilities The scale tipping point
orchestration narrative should not be inhibited is reached by securing
as a “single fabric for by legacy workflows executive confidence in
confident AI scaling” and applications data governance




Demographics (1 of 2)

Title or role

IT leadership

(e.g., CIO, CTO, VP, GM
IT)

CISO

Senior line-of-business
manager

(e.g., SVP, VP)

Chief risk officer

Other non-IT C-suite

Other IT leadership
(e.g., VP applications, VP
cloud architecture)

CFO

CEO

COoO

Source: HFS Research, 2026

23%

Role in IT leadership

7 = I implement or provide oversight based on
decisions of the COE or steering committee or
board

4 =1 influence decisions of the COE or steering
committee or board

1 =1 have a role in an oversight COE or
steering committee or board

I

24%

16%
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Demographics (2 of 2)

Revenue

q = $1-%$4.9 billion

0
18% 40% ® $5-$9.9 billion
® $10-$20 billion

m $20 billion +

Source: HFS Research, 2026

Country

m USA

® Canada
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2% PEGA

About Pega

Pega provides the leading Al-powered platform for enterprise transformation. The world’s
most influential organizations trust Pega technology to reimagine how work gets done by
automating workflows, personalizing customer experiences, and modernizing legacy
systems. Since 1983, Pega’s scalable, flexible architecture has fuelled continuous

innovation, helping clients accelerate their path to the autonomous enterprise.See how at
WWW.pega.com
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http://www.pega.com/
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Mike Hobday is a Senior Advisor at HFS Research, where he delivers
research projects and consulting engagements and contributes to the
firm’s Services-as-Software initiatives.

Known for his pragmatic approach to innovation and enterprise
change, Mike brings deep expertise across technology-led
transformation, AI product development, global scaling, business
turnarounds, and strategic exits. He has also led complex P&Ls,
enterprise technology programs, and multi-market operations across
the US, Europe, China, India, SE Asia, and ANZ.

Mike was previously CEO of AntWorks, a general manager at IBM
responsible for AI and Automation, and has held executive roles at
Atos, PwC, Barclays, and Prudential Insurance.

Outside of work, Mike has a keen interest in the arts and is a member
of several organizations that support creativity and innovation.
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About HFS

INNOVATIVE
INTREPID
BOLD

HFS Research is a leading global research and advisory firm
helping Fortune 500 companies through IT and business
transformation with bold insights and actionable strategies.

With an unmatched platform to reach, advise, and influence
Global 2000 executives, we empower organizations to make
decisive technology and service choices. Backed by fearless
research and an impartial outside perspective, our insights
give you the edge to stay ahead.

www.hfsresearch.com

hfsresearch

www.horsesforsources.com

www.horsesmouthpodcast.com
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