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Public conversation around AI in HR has been dominated 
by extremes, from sweeping disruption to the end of HR 
altogether. These headlines grab attention, but they 

by enterprise HR teams today.


don’t 
reflect the reality of how AI is actually being evaluated and 
applied 

The  starts with the rising cost of healthcare, competing 
business priorities, and where HR time is being lost as a result.



HR leaders are operating in an environment defined by
tighter budgets, and growing employee 

expectations, often without additional headcount. As healthcare costs 
continue to outpace projections, many organizations have shifted 
toward consumer-driven healthcare models, relying more heavily on 
High Deductible Health Plans supported by HSAs and FSAs. These 
programs have become essential tools for cost containment, but they 
also introduce a major source of operational friction since they require 
more education, coordination, and ongoing support.

real story

 increasing 
healthcare premiums, 

https://www.businessgrouphealth.org/resources/2026-employer-health-care-strategy-survey-executive-summary
https://www.businessgrouphealth.org/resources/2026-employer-health-care-strategy-survey-executive-summary
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And at the same time, HR teams 
are managing far more than 
benefits. In recent years, they have 

 of 
a global pandemic, an employee 
mental health crisis, geopolitical 
uncertainty, and ongoing changes 
to how and where work gets done. 
All of this has happened while HR is 
being asked to modernize systems, 
improve engagement, and deliver 
more value with fewer resources.

carried the operational weight

Against that backdrop, benefits 
administration has become one of the  
most visible drains on HR capacity. According 
to Lively’s proprietary data:

 Increasing 
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premiums

Tighter

Budgets
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Employee 
mental health 

crisis

This report from Lively examines how HR leaders are actually evaluating 
and using AI in their day-to-day workflows. Based on a November 
2025 survey of more than 250 HR leaders at U.S.-based companies 
with 1,000 or more employees, the findings reflect a pragmatic mindset 
shaped by real constraints: limited time, operational overload, and no 
tolerance for tools that add complexity and extra work.

Employee education, reimbursement and claims processing, data 
reconciliation, and vendor coordination consume time HR teams simply 
do not have. When benefits systems break down, whether due to 
fragmented technology or outsourced service models, the work 
escalates to HR. This is the context in which AI is entering the function.

of HR teams spend between 11 and 20 hours each 
week on manual benefits administration much of it 
tied to managing pre-tax benefits like HSAs and FSAs.

45%

https://www.mckinsey.com/capabilities/people-and-organizational-performance/our-insights/why-being-in-hr-is-getting-tougher-and-how-to-break-through
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Rather than viewing AI as a sweeping transformation, HR teams are 
asking grounded questions: Where is time being wasted? Which 
processes are breaking down? And will this reduce the burden, or just 
shift it?

Despite popular narratives, HR leaders are not worried 
about being replaced by AI. They are looking for relief. 
They want to spend less time managing work that should 
be straightforward and more time focused on the strategic 
initiatives they are increasingly accountable for.

AI adoption is high, and so are expectations



71% 68%

7 in 10 2 in 3

of HR leaders describe themselves as 
optimistic about increased AI use in HR

HR leaders agree AI can 
improve efficiency in 
benefits workflows

plan to add AI-based 
HR/benefits tool in the 
next year

9 in 10
More than

see AI as a way to 
augment their teams, 
rather than replace them

feel excited, and nearly half express 
curiosity towards the new technology

More than half of HR leaders say they are already familiar with AI-
powered tools for HR or benefits administration, with another 40 
percent reporting some experimentation. 
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Negative sentiment remains limited. Fewer than one in ten describe AI 
as threatening or gimmicky. About one-quarter say they are cautious, 
reflecting past experience with technology that promised efficiency 
and delivered added complexity instead. HR leaders are open to AI, but 
focused on outcomes.



Why benefits are the bottleneck to solve



If there is one area where the gap between benefits strategy and day-
to-day reality is most visible, it is benefits administration.



Healthcare costs continue to rise faster than projections, pushing 
organizations toward consumer-driven healthcare models. According 
to Lively’s data, nearly all employers expect enrollment in High 
Deductible Health Plans to increase, making HSAs and FSAs central to 
cost-containment strategies. As adoption grows, though, so does the 
operational burden.



According to Lively’s data:

84%

92%

65%

of HR teams spend between 5 and 20 hours every week 
on manual benefits administration

spend additional time each week on reactive, non-
strategic work, such as employee tickets and vendor 
follow-ups

say day-to-day benefits administration issues regularly 
prevent them from focusing on strategic priorities



5

What makes managing pre-tax benefits time-consuming?

These are not edge cases. They are the core workflows required to 
keep HSAs and FSAs running, and they span multiple systems, vendors, 
and data sources. When those systems do not work together, coupled 
with subpar vendor service, employees turn to HR.



This is why benefits sit at the center of the AI conversation.



HSAs and FSAs are essential, but they represent only a small slice of 
HR’s overall mandate. They are not where HR leaders want to spend 
hours each week troubleshooting issues. Yet foundational benefits 
generate outsized operational drag, crowding out higher-impact work.

52% 

cite manual or repetitive 
processes as a major challenge

46% 

say reimbursement and claims 
processing is a significant drain 
on time

52% 

point to employee education 
and engagement, especially as 
benefits grow more complex

38% 

struggle with data 
inconsistencies and 
synchronization across systems
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That mismatch is clear when looking at HR leaders’ 
priorities for 2026. They would rather focus on:

Benefits administration is table stakes. Strategy is the goal. 







What this means for HR leaders  
heading into 2026



For HR leaders, the question is no longer whether to adopt AI, but 
 Success in 

2026 will depend on intentional, outcomes-driven use. 



Here are four practical, data-driven actions from Lively:

where and how to apply it so it actually creates capacity.

Employee experience and engagement

Retention and workforce strategy

Technology modernization

Wellness and inclusion initiatives

HR leaders are clear about the problem. Too much time is still spent 
on work that does not require constant human oversight. Benefits 
administration, particularly HSAs and FSAs, is a prime example. Manual 
processes, employee tickets, data reconciliation, and vendor 
coordination continue to pull HR into reactive mode. If benefits are 
consuming hours each week, they are preventing progress elsewhere.

Start with where time is being lost

AI’s role is not to elevate HSAs and FSAs themselves, but to make them run 
quietly and reliably in the background so HR teams can redirect time and 
energy toward the work that matters most and truly defines the function.
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Action: 
Map where HR time goes in a typical week. Identify which 
tasks are manual, repetitive, or reactive, especially within 
benefits workflows. Prioritize AI solutions that can 
immediately reduce time spent on these tasks.

Action: 
Apply and adopt AI solutions first to benefit workflows where 
the payoff is clearest, such as employee support, 
reimbursement processing, data synchronization, and 
compliance. Use benefits as the proving ground to validate 
whether AI actually reduces workload.

Pre-tax benefits like HSAs and FSAs are strategically important, but 
they are not where HR leaders want to focus long-term. 

Making benefits operate quietly in the background creates leverage. 
When foundational programs stop generating constant questions and 
escalations, HR regains time for higher-value work.

They are, 
however, where inefficiencies are most visible and measurable.



One of the clearest sources of skepticism in the data is technology 
fragmentation. HR technology has historically increased system sprawl 
rather than reduced it, leaving HR teams to manage more platforms, 
more vendors, and more handoffs. AI layered on top of disconnected 
systems, especially when it’s bolted on through third parties, risks 
exacerbating that problem rather than solving it.

Use benefits as the first test case, not the end goal

Prioritize AI that reduces fragmentation, not adds to it
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Action: 
Evaluate AI tools based on how deeply they are integrated 
into existing HRIS, benefits, payroll, and vendor platforms, and 
who actually owns the AI behind the experience. Deprioritize 
solutions that simply layer a third-party AI provider on top of 
already fragmented systems, require manual data transfers, 
or introduce new workflows for HR to manage.

Action: 
Require clear documentation on data handling, security, 
auditability, and AI decision logic. Look for proof points, not 
promises, before expanding usage across teams or employee 
populations.

AI delivers the most value when it is owned, embedded, and tightly 
integrated into core workflows. When AI is treated as a third-party 
add-on (particularly in an ecosystem where many platforms already 
white-label or rely on the same underlying technology) HR teams often 
inherit new points of failure, unclear accountability, and additional 
workarounds when something breaks.

While overall trust in AI is high, data privacy, compliance, and 
transparency remain top concerns for HR leaders. Adoption will only 
scale if AI tools are designed with these requirements from the start.



Trust isn’t built after rollout. It’s built before.

Ask for data and security transparency up front



Key takeaway

For enterprise HR leaders, AI is not about replacing 
people or chasing trends. It is about reclaiming 
time, reducing noise, and building systems that 
allow HR to operate at the level the business now 
demands.



Benefits have become one of the most visible 
pressure points, not because they are the most 
strategic part of HR’s role, but because they consume 
a disproportionate amount of time. What HR leaders 
want from AI and benefits technology is 
straightforward. Technology that reduces 
fragmentation, supports their teams, and quietly 
makes foundational work run better. Benefits leaders 
need to be working with solutions that are AI-first, 
and if not, they risk the ability to cross the chasm as 
pressure mounts.



The opportunity in 2026 is not using more AI. It is 
using AI intentionally to give HR the space to focus 
on what matters most.


