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Structuring the Al function:
The right questions to
find the right model

As more companies embed Al, moving

it from a pilot technology to a core area
of organizational expertise, they face the
question of where that expertise should
sit in the organization. Starting with the
right strategic questions can help leaders
design their best-fit model.
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Leaders today are approaching Al with strategic intent and expecting real returns,
particularly in productivity and cost reduction. Indeed, 82% of respondents to our
annual survey of Al and data leaders indicated their Al function is now directly
included in business strategy—up from 76% in 2023." This is a remarkable level

of strategic integration for a quickly evolving technology, and leaders have been
challenged to decide where Al should fit into their organizational design so they can
move quickly and realize maximum value. Our survey found that 37% of Al leaders
report to the chief information, technology, or digital officer, and 31% to the CEO—
but in another measure of the speed of change, the latter figure is a near doubling
of the share only a year ago.

To find the best-fit home for Al expertise, leaders need to consider whether it should
be embedded everywhere, functionally separate, or a hybrid of both approaches. In
our experience, leaders find the best results when they use their business strategy as
a guide for these decisions, take into account how they have adopted Al to date, and
decipher what kind of useful “machinery” for Al already exists within the organization.

Another recent survey we conducted of 2,000 leaders across five key functions
reveals that Al adoption is expanding, with most companies now using it in some
capacity.? However, only a few respondents indicated Al is being used across

their entire organization. Within certain functions, leaders have a more cautious
perspective: Nearly a quarter (22%) of finance leaders stated that their company has
not yet adopted Al, for example, compared to 9% of leaders in legal functions.

Despite the progress, about half of the surveyed leaders—excluding those in legal—
expressed concerns that their companies are adopting Al too slowly. They are eager
to leverage the broad benefits they see in Al, including increased productivity, cost
savings, enhanced innovation, improved revenue generation, better customer and
employee engagement, and reduced risk.

Our survey of Al and data leaders also revealed that reporting lines for Al
responsibility are rapidly evolving. As noted, the proportion of Al leaders reporting
to the CEQO has nearly doubled since 2023, growing from 17% to 31%. And we have
started to see some consolidation: the share of other roles to which Al leaders
reported fell from 19% to 7%.

This increase in Al leaders reporting to the CEO signals Al's growing strategic
importance and sends a strong message to employees and shareholders. It also
increases opportunities for career development for Al leaders since most companies
focus much of their executive succession planning efforts on the CEOs and their
direct reports.?

1 Ryan Bulkoski, Brittany Gregory, and Frédéric Groussolles, 2024 Global Data, Analytics, and Atrtificial Intelligence
Executive Organization and Compensation Survey, Heidrick & Struggles, October 9, 2024, heidrick.com.

2 Heidrick & Struggles surveyed leaders across five functions, including finance, human resources, legal, marketing, sales
& strategy, and supply chain and operations, on their use of Al. For more, see “Heidrick & Struggles’ insights on artificial
intelligence,” Heidrick & Struggles, heidrick.com.

3 For more, see Jeremy Hanson, “CEQO and board confidence monitor: Beating the succession planning paradox,”
Heidrick & Struggles, October 30, 2024, heidrick.com; and Jenni Hibbert, Timothy L. Holt Jr., and Sharon Sands,
“CEQ succession focus: Navigating in times of crisis,” Heidrick & Struggles, September 4, 2024, heidrick.com.
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However, many Al leaders still report to the CIO, chief digital officer, or other
senior executives in technology or engineering. Reporting structures vary by sector,
but no matter where the expertise sits, as Al functions mature, cross-functional
collaboration is increasingly essential to avoid duplication and mitigate risks.
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Source: Heidrick & Struggles’ global data, analytics, and artificial intelligence executive organization and compensation survey, 2024, n = 404

Encouragingly, whatever their reporting line, 71% of Al leaders reported having
adequate exposure to the board, and our survey also finds that their overall
confidence in the board’s ability to understand and respond to Al is increasing.
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Organizations take various approaches to steering and supporting Al, ranging from
embedding Al within business units—a fully decentralized model—to creating
dedicated Al teams or functionally separate business units. Some use semi-
embedded models, in which Al leaders sit within business units, or establish Al
centers of excellence that work across functions. Other organizations supplement
internal teams with shorter-term Al talent from specialized firms.

Each model has its pros and cons. Choosing the right approach depends on value
creation. Organizations must define their Al strategic objectives and assess whether
their current structure—likely developed ad hoc—aligns with their current goals.
This involves prioritizing Al use cases by business value and practicality.

Leaders should also answer these questions, in this order:

(@\ Business strategy: \What strategic goals will Al enable?
o
e

@ Data: Who owns and ensures the quality and accessibility of data?

@ Al strategy: What are the initiatives or use cases for implementing
o Al in support of strategic goals? Which ones are priorities?

(@\ Al implementation: Which units will implement Al, and who owns
o each plan—business or Al leaders?

@ Tech stack: \WWho manages the tech stack and vendor relationships?

With data as the foundation, assessing Al's ownership and quality is crucial before
addressing any part of implementation.

Once that context is understood, assessing the Al leader’s role and team structure
is crucial for success. Reporting to the CEO can enhance influence (and stakes). If
Al leaders report to someone other than the CEQO, they will have less influence, but
the expectations are just as high. It's important to consider the Al leader position
relative to functions such as legal, HR, technology, and innovation, especially in
regulated sectors. Leaders need to consider who the primary stakeholders are and
which activities or priorities the Al leader must influence to gain traction.

The size and complexity of the organization is another factor. At a global financial
institution we have worked with, for example, the Al leader reports to the CEO and
owns strategy and regulatory relationships globally. Implementation is in the hands
of business unit leaders. At a smaller company, the Al leader also reports to the CEO
but is responsible for everything related to strategy and implementation.

The size of the team reporting directly to the Al leader is, in turn, dependent
on decisions like these. And given the fast pace of change, leaders will also
benefit from remembering that permanent headcount far from the only way to
add expertise. The Al group—at a corporate or business unit level—can also be
supplemented with on-demand experts on a flexible, as-needed basis.
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What makes less difference, we have seen, is the initial number of use cases. Per
one Al leader: “In the first few months, we received 500 suggestions for how we
should use Al—but they boiled down to just five categories of ideas.” Other leaders
echoed that experience, and it is consistent with the alignment our survey found
among functional leaders regarding their top reasons for implementing Al.

An effective Al leader acts as a connector and influencer. For example, a senior
director of enterprise data, Al, and digital strategy at a global logistics company
recognized the need for Al education. Partnering with a university, the director
developed a course for executives, who then became Al sponsors. He recorded
their reflections and shared them with other leaders, generating excitement. The
initiative's success led to more than 2,000 employees wanting to take the course.
This approach engaged diverse stakeholders early and leveraged enthusiastic team
members to spread momentum across functions.

Leaders will make the best decisions on how to structure
their Al function when they start with a well-defined
organizational strategy, then align Al strategy with those
organizational goals and develop an understanding of current
ownership of all the elements of Al implementation.

Although stepping back to assess these foundational
questions may seem slow in the context of a rapidly advancing
technology, the benefits are substantial. Companies that invest
in a solid foundation can transform Al ideas into actionable

use cases, ultimately generating real business value.
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