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Artificial intelligence (AI) can be a useful tool 
in helping workers make better benefits 
decisions, but plan sponsors should be  
aware of its limitations and risks.



february 2020  benefits magazine 39

by | Elliot N. Dinkin

Artificial  
Intelligence

in Employee Benefits

Reproduced with permission from Benefits Magazine, Volume 57, No. 2, 
February 2020, pages 38-43, published by the International Foundation of 
Employee Benefit Plans (www.ifebp.org), Brookfield, Wis. All rights 
reserved. Statements or opinions expressed in this article are those of the 
author and do not necessarily represent the views or positions of the 
International Foundation, its officers, directors or staff. No further 
transmission or electronic distribution of this material is permitted. 

M A G A Z I N E



benefits magazine  february 202040

artificial intelligence

Employers and plan sponsors seeking to provide a 
more robust and personalized experience are in-
creasingly using artificial intelligence (AI) technol-

ogy for activities such as benefits enrollment, retirement 
planning and hiring. 

AI is an area of computer science that emphasizes the 
creation of intelligent machines that work and react like hu-
mans.1 Developed through massive amounts of data input, 
including predictive and analytical data, and analyzing the 
relationships of the various data, AI has and will continue to 
change the employee benefits experience for both employers 
and employees. 

AI can highlight benefits areas that may interest particular 
groups of employees, such as paid time off (PTO) or retire-
ment options for older employees and medical or disability 
benefits for employees with families. AI also assists employ-
ees with making informed and logical decisions.

Most employers access AI through benefit administra-
tion software such as platforms for open enrollment. These 
platforms are available off the shelf or can be custom built 
depending on the employer’s budget and needs.

Although AI can be an asset for helping employees make 
complicated benefits decisions, employers should be aware 
of some of the limitations and other considerations, includ-
ing data privacy.

Using AI in Benefits 
When using AI for enrolling in or changing benefits, sys-

tems can react to employee responses to a set of questions 

and generate guidance for the employee. This may be an ef-
fective tool for the following options.

•	 Life and disability insurance: Most employers provide 
a core amount of coverage tied to a group policy. How-
ever, employees often can choose alternate levels of 
coverage such as dependent life. AI tools can ask em-
ployees a series of questions to form guidance on these 
topics, balancing a variety of considerations, such as 
how much coverage the employee has outside of an 
employer-provided policy, medical conditions and cost 
and make a recommendation.

•	 Medical, prescription drug, dental and vision bene-
fits: Making complex decisions can require extensive 
data and related information in order to make an in-
formed election for the type of plan. AI creates deci-
sion-matrix solutions to aid in the process. The deci-
sion matrix is a technique that formulates options for 
possible solutions based on relevant data provided.

•	 Retirement planning: Similarly, AI can look at an em-
ployee’s information such as current pay, living expenses 
and other benefit choices and develop an investment 
plan to meet retirement needs. AI can also update these 
plans when an individual’s criteria changes.

•	 Open enrollment: AI can improve the annual open 
enrollment process because it can build upon prior 
data with updates that may shed light on areas that 
may have been missed. For example, AI may help in 
determining what health plan employees should enroll 
in based on their use in previous years. Machine learn-
ing, which helps computer systems grow smarter 
through real-time data, can create additional opportu-
nities for more specific benefits recommendations 
than current algorithms can provide.2

Additional AI applications for employee benefits include 
the following.

•	 Wellness programs: Employers have implemented 
wellness programs that are often tied to universal 
goals but not personal goals. AI can review employee 
health claims data to recommend lifestyle programs 
or resources that are personalized to individuals. A 
prediabetic employee might receive glucose manage-
ment support, or those with high cholesterol may get 
access to suggestions for lifestyle changes. 

•	 Benefits education: AI also can help educate employ-
ees on their benefit plans via some form of automation 

takeaways
•  Employers and plan sponsors are increasingly using tools that 

employ artificial intelligence (AI) and machine learning for 
employee benefits.

•  AI may be particularly effective at open enrollment and for guiding 
choices for life and disability insurance; health, prescription drug, 
dental and vision benefits; and when making retirement planning 
decisions.

•  AI has limitations, however. For example, an AI tool may guide an 
employee to choose a high-deductible health plan without knowing 
whether the employee has the personal assets to cover a high 
deductible if needed.

•  Employers that use AI should make sure to disclose its use to 
employees and should be aware of data privacy issues.
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rather than a live person in a benefits call center. Ac-
cording to a report by TechTarget,3 cloud-based col-
laboration software provider LogMeIn is already ex-
perimenting with a chatbot as its initial point of 
contact for benefits enrollment queries. A chatbot is a 
computer program designed to communicate with hu-
man users through the internet.4 The chatbot replies to 
questions using the knowledge database available to it. 
It is able to learn from interactions, gradually growing 
in scope and gaining relevance.

AI can predict when employees will have questions and 
then proactively reach out and provide assistance in solving 
their problem before they even realize there’s a problem to 
solve. According to a report from PwC,5 improving custom-
er experience ranked second among what businesses most 
hope to get out of AI technology (behind revenue and profit 
growth).

This level of customer service is hard to pull off with hu-
mans alone—but with automation, employees could get a 
seamless experience, and the employer could get the benefit 
of a satisfied workforce with the tools to make the most of 
their health benefits.

As with any new tool, there are certain types of ben-
efits for which AI will not be practical. Although AI may 
help in choosing health plans, it has its limits, especially 
when one of the choices is a high-deductible health plan 
(HDHP). The data used to construct the algorithms 
around choices may not be able to contemplate the abil-
ity of the employee to pay the cost of the high deductible. 
For example, if an employee is evaluating choices and de-
cides, with the help of AI, that there is a better tradeoff by 
electing a plan with a lower premium, the matrix may not 
be able to determine whether the employee actually has 
the personal assets to cover the large one-time payment 
for the deductible (e.g., if an employee ends up needing 
surgery and has an immediate bill for $5,000 or more). 
As such, the AI tool may point to a choice that doesn’t 
consider all factors. 

AI Can Improve Time Management  
and Reduce Costs

As currently configured, claim data reviews and prior 
authorization requests are a high-level manual process. 
Machine learning can eventually speed up the process and 
apply prior patterns and data to new claims and authoriza-

tion requests for faster review. The review will also high-
light areas within a plan that are underutilized. The benefit 
of this analysis is to either create ways to better optimize 
these areas or eliminate the provisions and reinvest the sav-
ings elsewhere. 

Better Outcomes for Employees and Employers
Using AI to deliver relevant content could boost employee 

engagement not only with the benefits themselves but also 
with the organization as a whole. This can increase benefit 
take-up and lead to improvements in areas such as retention 
and productivity.

Employee benefits are complex—Only 40% of U.S. con-
sumers6 are confident in their ability to choose the best 
health care plan. Even within the same employer, there 
can be a wide variety of offerings. A single company 
might offer the choice of three different plans for medi-
cal, dental and vision, as well as a health savings account 
or flexible spending account. Companies also might offer 
different wellness programs or even alternative prescrip-
tion drug benefits. If an HR department gets a question 
about something, staff often direct the employee to call 
the service provider, and many of these vendors may use 
outdated technology like call center interactive voice re-
sponse (IVR) systems.

AI may lead to better outcomes for employees. When 
information is made more relevant to employees, they are 
much more likely to act on it. This can lead to better habits 
and decisions. For example, if an AI assistant helps employ-
ees understand how much they need to save for retirement 
and where the most savings could be made by changing 
spending habits, this insight could help employees divert 
more money into their 401(k) plans. 

Cost and time limitations make it extremely difficult to 
provide advice to all employees on a face-to-face basis, but 

learn more
Education
Data Analytics for Group Health Plans Virtual Conference
Visit www.ifebp.org/dataanalytics for more details.
39th Annual ISCEBS Employee Benefits Symposium
August 23-26, San Diego, California
Visit www.ifebp.org/symposium for more information.
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AI can deliver information to aid in-
formed choices with advisors stepping 
in to support those with more complex 
requirements. Employers also ben-
efit financially with new approaches 
resulting in greater efficiencies in the 
way that benefits are used. This is par-
ticularly the case with health products, 
which often overlap. 

Communication and Legal Issues

Communication 

Employers that use AI to assist em-
ployees in making decisions should 
fully disclose this fact and emphasize 
that the answers to questions are based 
upon each employee’s answers to a va-
riety of questions combined with pro-
gramming and the use of algorithms. 
There are no emotional factors includ-
ed and, in fact, there could be biases 
built into the programming that trigger 
responses based upon the program-
mer. This can be problematic because 
women and minorities are underrepre-
sented in the technology field. 

Humans with certain predeter-
mined biases based upon their own 
frame of reference create the deci-
sion algorithms programmed for ben-
efit choices. This includes the fact that 
their reference points are a function of 
their demographics and environment. 
As such, their programming may un-
intentionally create a biased decision 
path. Could this bias actually lead an 
employee down a particular path per-
taining to benefit choices? The simple 
answer is no, since the path is created 
based upon real data and answers to 
questions. However, the real answer 
is clearly yes, since this is a risk that 
has been determined when viewing 
other AI uses in HR such as identify-

ing qualified candidates in recruiting. 
For example, statistics have proven that 
employees are far more likely to expe-
rience a disability than death during 
their working life. Would the program-
ming biases have a strong focus on dis-
ability or death? Can the importance of 
this issue using data and decision mak-
ing be emphasized enough to create a 
meaningful answer?

There is not yet a definitive solution 
to eliminating biases, but the use of a 
representative data set and frameworks 
to measure bias at various stages can 
help reduce the impact.

Legal Issues

AI in the workplace also may expose 
employers to potential violations relat-
ed to the Health Insurance Portability 
and Accountability Act (HIPAA). As 
employees input data into the enroll-
ment system related to themselves and 
their families, such as specific health 
conditions (e.g., an employee’s daugh-
ter has diabetes or an employee has 
high blood pressure), and then receive 
suggestions through developed algo-
rithms for plans, employers could face 
serious HIPAA violations if the data is 
compromised. Similarly, if a plan uses 
a chatbot and the information became 
compromised, that too would be a 
HIPAA violation.

Employers also should make sure 
that any data gathered through AI 
does not violate Title II of the Genetic 
Information Nondiscrimination Act 
of 2008 (GINA), which prohibits ge-
netic information discrimination in 
employment.

A number of bills with some rela-
tionship to AI have been introduced 
in Congress. Obviously, not all are 
relevant to health care and employee 

benefits, but as the use of AI continues 
to expand into the workplace, and per-
sonal information continues to be col-
lected, regulators will be watching how 
data is collected, cleansed and stored as 
well as how algorithms are developed. 

Best Practices 
AI carries with it tremendous po-

tential as a solid support tool; however, 
it should not be the only tool. Prior to 
implementing AI, employers should 
consider the following policies and pro-
cedures.

•	 Don’t rely exclusively on AI re-
sults. Employers should not 
make AI the exclusive tool for 
benefits administration and 
should make access to human in-
tervention available if an em-
ployee is uncomfortable with 
providing information or if the 
tool provides incorrect results 
based on employee input.

•	 Document the process. Before 
implementing AI in any aspect of 
HR, employers should carefully 
document the process, including 
the factors used in creating the 
algorithms and the data used to 
develop the algorithms. Often 
the software vendor has this doc-
umentat ion,  but  employers 
would be prudent to ensure it 
does exist and is accessible.

•	 Create additional internal con-
trols around data storage/ac-
cess. Documentation should in-
clude creation of additional 
firewalls or other necessary pro-
tections to comply with laws in-
cluding HIPAA and GINA as 
well as Equal Employment Op-
portunity and Department of La-
bor regulations.
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