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Sapient Insights Group is a women-owned research and advisory firm with a strong sense of business ethics, a passion 

for data, and a commitment to achieving outcomes for our clients, partners, and the business functions we serve.

All that we publish is based on our Voice of the Customer research results and our work with the broader HR 

community. We have the confidence to challenge our industry on what drives results rather than so-called best 

practices. Organizations often waste time and resources trying to fit into a mold that doesnĦt work for their unique 

industry or size. We pride ourselves on offering information and practical guidance tailored to every organization type. 
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Everything we offer our clients is rooted in decades of experience, primary research, and proven 

practices. We bring you the insights you need and inject some fun along the wayĮ
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Executives, HR, Finance, IT leaders, and their 

organizations as they tackle technology 

transformation, modernize business practices, 

lead change, and develop workforces for today 

and tomorrow.  

Technology vendors and investors, arming 

them with the latest market data, growth 

projections, and user feedback to guide 

spending plans, product roadmaps, marketing 

strategies, pricing, and strategic partnerships. 

Supporting services providers and consultants 

with targeted data to shape their advice to 

customers and inform their practice roadmaps. 
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LEGEND
The information in this survey analysis

report is compiled and analyzed by

Sapient Insights Group as part of our

commitment to providing thought

leadership on human resources

technologies and trends and the

impact their adoption has on business

outcomes. Sapient Insights Group does

not endorse any solution or vendor

referenced in our research.

This report cannot be uploaded to

servers,databases,or any other means

for an AI program to summarize, read,

or use in any way. This report cannot

be publicly posted in part or in its

entirety without explicit permission

from Sapient Insights Group. Approval

to share visuals or sections from the

research can be licensed from Sapient

Insights Group. This paper is licensed

to Workday for distribution .

Please credit all quotes and 

references from this publication 

as Sapient Insights 2024ģ2025 

HR Systems Survey Report, 

27th Annual Edition, AI -

Enabled Segment Report on 

the first reference. All 

subsequent references should 

read Sapient Insights 2024ģ

2025 AI-Enabled HR Segment 

Report, Sapient Insights Group.

Greatest Generation

1930-1945

Generational Compositions:

Baby Boomers

1946-1964

Millennial

1981-1996

Gen Z

1997-2012

Gen X

1965-1980

Voice of the Customer:

Organization Sizes:

Mid-Market 

500-4999 Employees

SMB 

<500 Employees

Enterprise

Ł5,000 Employees Data Governance

The HR Systems Blueprint:

Strategy

Culture

Primary Applications we track in 6 categories:

Payroll Benefits

Wellness

HRMS

Health and Safety 

Employee and Manager HR Self-Service 

HR Portals and Communications

HR Content and Document Management 

Employee Engagement/ Surveys  

Employee Help Desk/Case Management 

Time and Attendance Absence Management 

Leave Management Labor Scheduling 

Labor Budgeting 

Productivity / Task Management (Assessing) 

Recruiting and Acquisition 

Onboarding and Mobility 

Performance Management

Learning and Development 

Compensation and Rewards

Skills Management

Career Planning and Succession

Embedded HR Tech Analytics Applications 

Generic Analytics, Vis, and Stats Tools 

Enterprise Business Intelligence Platforms 

HR Intelligence / Analytics Platforms 

Workforce and Org Planning Applications 

Data Storage Applications: Warehouses and Lakes 

Data Mapping and Integration Tools ģ(Assessing)
Email

Research@SapientInsights.com

Contacts:

HR Management 

Systems

Payroll Systems

HR Service 

Delivery Systems

Talent Management 

Systems

Time Management 

Systems

HR Analytics & 

Planning Systems

Benefits and 

Wellness
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INTRODUCTION

This segment report is taken directly 

from Sapient Insights 2024ģ2025 HR 

Systems Survey Report, 27th Annual 

Edition, our latest installment in our 

ongoing Voice of the Customer 

research. The information in this 

report has not been modified from 

the original paper, but additional 

charts and data were added for 

further context on the topic of AI. 

Since 1997, this invaluable resource has provided insight and guidance to

practitioners around the world . Sapient InsightĦsrenowned survey is the

industryĦsmost extensive global research effort of the HR systems market,

delivering views of current and future technology spending, adoption, and

achievedoutcomes. The cumulative 27-year research effort represents more than

25000 companiesand over 300 million employeesin more than 80 countries.

ThisyearĦsreport covers the current and future adoption plans for specific HR-related

application categories,Voice of the Customer feedback on specific vendor solutions, and

value achievedfor the categories of HR applications listed below.

HR Service 

Delivery

Time 

Management

Analytics and 

Planning

Talent 

Management

Emerging 

Technology

Sapient Insights Group does not endorse any solution or vendor depicted in our research. This report consists of aggregate research data gathered from Sapient Insights Group 2024-

2025 HR SystemsSurvey,27th Annual Edition and insights from Sapient Insights Group research organization, which is provided for informational purposesonly.

Core HR 

Systems
The Sapient Insights 2024ģ2025 HR SystemsSurvey Report contains 248 pagesand 183

figures, including charts and graphics. This comprehensive set of HR system data and

insights is produced annually to help HR Tech buyers, consumers,investors, and solution

providers make informed decisions for their organizations. This AI-Enabled Segment

Report contains 51 pagesand 45 Figures.

For more details on our full research methodology and demographics on participating

organizations,pleaseseethis paper's ResearchMethodology and Demographics section.

For custom cuts of research data, contact us at Research@SapientInsights.com.

Additionally, we cover key HR operational topics critical to the success and

outcomes organizations hope to achieve with HR System investments, including :

The survey was conducted from May 1st through June 26th, 2024.

3318 59 25M

Countries
Unique 

Organizations

Employees and 

contingent workers 

represented

ÅSystems governance, planning, and strategies

ÅSelections, implementations, and maintenance

ÅService delivery models and system enablement

ÅExpenditures, resourcing, and organizational structures

ÅAdaptive change management and system adoption

ÅVendor negotiations and relationships

https://sapientinsights.com/product/27annual-hr-systems-report/
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SPENDING

VOICE OF THE CUSTOMER STRATEGIC HR FUNCTIONS BEYOND AI - EMERGING HR TECH

AI-ENABLED HR

TBQJFOU!JOTJHIUT!HSPVQǃT!3135-2025 ANNUAL HR SYSTEMS SURVEY KEY THEMES & FINDINGS

ÅHR Tech spending plans are holding steady YoY, 

with 41% of organizations increasing HR Tech 

spending in the next 12 months.

Å7-9% budget increases are expected for those 

making increased investments this year.

ÅHRMS, benefits, learning, and recruiting are on 

the HR Tech buyerĦs current shopping list.

ÅYear-over-year, all Outcomes are slightly down, 

but HR is making progress! 52% of HR 

functions are viewed as Strategic partners in 

2024!

Å43% of organizations now have a defined HR 

Technology function or role ģbut 58% of those 

in the role have less than 3 yearsof experience.

ÅOn average, Gen ZĦs make up 17%of todayĦs 

workforceģshifting user experience 

conversations from user-friendly to intuitive 

and adaptive.

ÅMajor declines in HRMS, payroll, and 

benefits YOY User Experience and Vendor 

Satisfaction ratings are driving change plans.

ÅThe big replacement story this year is the 

HRMS. 18% of organizations are replacing 

their HRMS in 12 -24 months, a 48% increase 

YoY.

ÅLast year, we highlighted key HR solutions 

getting ready to make a mark in the Mid -

Market space, and this year, they did!

ÅAI is Hot, but buyers are burnt on the topic!3 XĦs

as many companies say they arenĦt adopting AI 

solutions because they have no good use cases 

this year.

ÅHR Tech buyers are building HR Platform 

Clusters looking for more stability in price, data 

integration, global capabilities, and shared 

vendor services.

ÅOrganizations with a dedicated Employee 

Experience function are 2 XĦsmore likely to have 

a well-defined HR Systems experience!

ÅEarly indicators show, on average7%-10%

increase in HR, Talent, and BusinessOutcomes 

aligned with #AI investments.

ÅJust 8%of SMB organizations use AI features 

embedded in their HR Technology compared to 

32% of Enterprise organizations.

ÅWriting Job Descriptions is the #1-way HR 

currently uses AI tools.
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The story of 2024 and 2025 is one of a global tipping point ģas the world is poised at the top of a precipiceweĦvebeen climbing

towards since2020. Collectively,weĦvebeen holding our breath to seewhat direction our economy,governments, climate, artificial

intelligence, and evolving workforces will take our businesses. Depending on which factor impacts your business the most, we

expect that sometime in the next 12 to 24 months, most organizations will be forced to make significant investment decisions to

ensure their ability to compete and survive in the impending transformation of our global economy.

In the 10 years that IĦvebeen fortunate enough to managethis outstanding industry research,IĦvenever seenHR technology

spending plans, hiring plans,and future growth projections remain so stable from one year to the next. Now,donĦtget me

wrong, there are a lot of underlying shifts taking place in the type of technology investments we are making and the roles we

are hiring for in this industry . For many organizations, this is the calm before the storm aswe prepare workforces, evolve our

approaches to data governance, and stabilize the systems that help us run our businessesand engage our workforces .

Historians will look back on this era asthe point at which we decided to either empower human ingenuity with technology or

use that technology to remove the errors, risks, and costs associatedwith a human workforce . There is no right or wrong in

these decisions,and there is much middle ground between these two factors.

2022

2023

2024 - 2025

Great Resignation

Cooling Economy

Average hourly in the US jumps 

to $32.94

Average voluntary global 

turnover rate increases by 13%

Highest Labor Force 

Participation Since 2020

Unemployment rates hit 

record lows:

US 3.6% Global5.4%

Unemployment rate still low:

US 3.9%, Global 5.1%

64% of Managers donĦt think 

employees can keep pace

Ukraine, Middle East, China

35% of organizations still 

working remotely or hybrid

30% Increase in the use of AI 

in a Business Context

Labor Shortages

Frontline Labor 

Shortages

Addressing the 

skills gap

Global Conflicts

Pandemic-driven 

work environments

Generative AI Shift

AI is part of 

the job!
Unsure Economy Global Labor Issues

Global Conflicts & 

Climate Crises
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OUTCOME FOCUSED HR

The Business of HR is about achieving outcomes. And Ĩhowĩwe achieve those

outcomes continues to make the most significant difference. Outcomes are definable,

measurable expectations of Ĩwhatĩthe customer, employee, and stakeholders will

achievefrom theorganizationĦswork .As you will seein Figure 1, outcome-focusedHR

functions are viewed asstrategic and adaptable,enabling them to focus on helping the

organization achieveits goals.

It is also important to note that this is not a maturity pyramid. Various HR functions

move in and out of these categories, as they need to readdress compliance risks or

revisit changing HR practices. However, the goal is to make outcomes part of the

language of HR and achieve the greatest successby pushing multiple HR levers to

obtain those outcomes.

We observed this in action over the last four years, as organizations with internal

mobility programs, skills management solutions, and transformational time

management processes were twice as likely to experience higher post-pandemic

profits and increased customer demand. They were also 20%more likely to seelower

voluntary turnover rates during the Great Resignation.

Last year, we observed that transformational HR data managementapproachesalign

with early AI/ML adoption. In 2024, we are now seeingthat AI-enabled organizations

achievingbetter businessoutcomes are 2X times more likely to have transformational

HR Analytics, Workforce planning, and Skills management processes. Being

transformational in these process areas requires company-wide data management

capabilities, HR data literacy skills, and close alignment with operational business

needs.

FIGURE 1: OUTCOME FOCUSED HR, A NEW HR LEADERSHIP MODEL

PROCESS FOCUSED
Efficiency / Cost

EXPERIENCE FOCUSED DEFINE OUTCOMES
Skills / Work Strategic / Adaptable
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Average HR, Talent, 
and Business 

NO AI 

USE

AI IN 

USE

Talent Outcomes 
Average

2.86 3.16

HR Outcomes 
Average

2.92 3.23

Business 
Outcomes 
Average

2.87 3.15

Overall Averages 2.88 3.18
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AI-ENABLED HR ƿWHAT IS IT?

With the dawn of Generative Artificial Intelligence

(GenAI) in the last two years,weĦveseen a seismic shift

in how organizations use and think about the role of

Artificial Intelligence in their businesses. However,

cutting through the hype and understanding the impact

of AI investments on both business and workforce

dynamicsrequires accurate and contextualized data.

Our 27 years of in-depth research into HR and HR systemsgive us a unique ability to

carefully examine both the positive and negative practices emerging from this

phenomenon. Leading through change is now a critical requirement for every HR

leader, as our world continues to transform from a knowledge-based to an insight-

based work environment . AI solutions will continue to commoditize knowledge,

requiring us to place higher value on skills aligned with judgment, creativity, and

critical thinking .

Adjusting for company size and industry, we calculated an 8%higher average

of HR,Talent, and BusinessOutcomes for organizations using AI / ML in their

HR SystemEnvironment .

WeĦvetracked the adoption of AI/ML in HR system environments and budgets

since 2014, with multiple years seeinga doubling in adoption size. This year is

the first yearweĦvetracked this metric sinceGenerative AI hit the scene,and It

is also the first yearweĦveseensignificantly higher outcome metrics acrossall

areas. It should be noted that these outcomes could be driven by many factors

other than AI/ML, such as the fact that organizations that were already

performing well could have invested in AI/ML earlier.WeĦllneed several more

years of data to confirm this connection.

AI seems to dominate business discussions these days.

However, it's important to note that while there has been a

90% increase in the use of standalone AI and machine

learning (ML) within HR processes this year, only 23% of

organizations are currently allocating funds for AI

applications in their HR budgets and tracking the use of

those investments, as shown in Figure 8. We anticipate that

this percentage will continue to grow over the next several

years.

However, it may take longer than expected for organizations

to see actual returns on the significant investments made in

AI. Basedon our extensive experience with new technology

rollouts, we expect an initial improvement in various metrics

for early adopting organizations in the near future who are

prepared and ready to utilize this new technology. It will

likely take the bulk of organizations several more years to

create data and system environments ready to take

advantage of this massive shift . But, over the next 5 to 10

years, the resulting changes are likely to be greater than

most anticipate.

FIGURE 2: AI / ML IS IN USE IN MY 

HR SYSTEMS ENVIRONMENT

FIGURE 3: OUTCOMES ALIGNED 

WITH AI / ML IN USE ORGANIZATIONS

On a scale of 1 ģ5, how have these Talent, HR, and 

Business outcomes changed over the last 12 Months?

23%

5%

4%

68%

In Use 12 Months 24-26 Months Not In Use
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In Use

12 Months

24-36 Months

Not In Use

43%

14%

12%

31%

In Use

12 Months

24-36 Months

Not In Use

24%

6%

4%66%

In Use

12 Months

24-36 Months

Not In Use

18%

2%
2%

78%

FIGURE 4: IS AI / ML (CHATGPT) IN USE IN YOUR HR ORGANIZATION BY COMPANY SIZE?

AI-ENABLED HR DIFFERS GREATLY BY COMPANY SIZE

Conversations around Artificial Intelligence (AI) and Machine Learning (ML), 

particularly generative tools like ChatGPT, have taken center stage in HR industry 

forums and vendor marketing across all size ranges. Yet, our 27th Annual HR Systems 

Survey reveals a more nuanced reality: While AI generates substantial buzz, its 

adoption as a true business tool within HR remains uneven and often exploratory, 

especially when examined by size and industry.

We asked participants whether AI/ML tools are currently used in their HR 

organization. When segmented by company size, the data shows a stark divide in 

adoption:

o Enterprise organizations (5,000+ employees) are leading the charge, with 43% 

already using AI, and another 26% exploring implementations over the next three 

years. Still, 31% report no use of AI, suggesting that full-scale deployment is not yet 

the norm even among large firms. 

o Mid-market companies (501ģ4,999 employees) show far less activity, with only 

24% currently using AI and 66% not using it. This signals a cautious or capacity-

limited approach to AI in this segment.

o Small and mid-sized businesses (SMBs; ŀ500 employees) remain primarily on the 

sidelines, with a striking 78% reporting no use of AI in HR. A mere 18% are 

currently using these tools.
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WeĦvealso askedorganizations over the last two years about their useof embedded AI /

ML, specifically in their HRMS environments. Last year, that number was just 14% of

organizations that were aware of the use of AI/ML in their HRMS environments, and we

expected it to increase considerably this year, but it only rose to 15%. Enterprise

organizations were more likely to be using and aware of embedded AI/ML at 32%, but

that was still a significantly smaller percentage than expected, given the extensive focus

on AI messagingfrom the vendor community this year.

When we examinethis data by Vendor rather than by sizeor industry, we seethat eachof

these organizations has extensive amounts of AI/ML currently embedded in their

complete solution or in solutions that can be added to the platform . Additionally, only

Workday and SAP have more customers using the embedded application versus those

who are unaware of the status.Workday customers were 2X times more likely to saythey

were usingMachine Learning / AI technologies provided by their HRMSprovider than the

averageorganization, and SAPwas the only other large HRMS solution more likely to be

identified asincluding AI, rather than customers being unaware of those capabilities.

FIGURE 5: ARE YOU CURRENTLY USING AI / ML PROVIDED BY YOUR HRMS SOLUTIONS?

This lack of both awarenessand comfort with these technologies is the biggest challengevendors will face in creating real ROI for their customers on their

AI/ML investments. AI is hot, but buyers are feeling burnt out on the topic.When askedabout the barriers to plans for implementing these solutions, 3 Xs as

many companiessaid they werenĦtadopting AI solutions becausethey have no good use casesthis year versus issueslike cost or knowledge that were the

most significant reasonsfor not adopting these solutions last year.

Yes IĦm not aware of any AI/ML

15% 15% 14%
16%

21%

28%

45%

22%
24% 25%

21%

29%

13% 12%

Aggregate UKG Oracle ADP MSFT Dynamics 365 SAP Workday
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Even with embedded AI solutions in existing HR applications, Mid -Market and SMB

organizations are lesslikely to adopt or even be aware of available AI applications. While

Enterprise organizations may have the resources and infrastructure to experiment with

and implement AI in HR functions, Mid -Market and SMBsstill grapple with foundational

issueslike integration, data readiness,and clear usecases.

This disparity raisesbroader questions about AI's role in making advancedHR technology

capabilities more available and whether it will become disproportionately leveraged by

those with deeper pockets and technical resources.

Notably, early analysis of organizations using embedded AI tools shows an average 8%

improvement in HR, talent, and business outcomes, with the most substantial gains in

operational HR metrics. However, these results are still preliminary and not yet

statistically significant.

FIGURE 6: ARE YOU CURRENTLY USING AI / ML PROVIDED BY COMPANY SIZE?

The uptake of AI in HR isn't explosive, but itĦs steady. And it reflects a healthy skepticism. HR leaders, especially in mid-sized and smaller companies, want to 

know: What business problem is thissolving? ThatĦs not hesitationĤitĦs maturity. HR has evolved into a business-facing function. ItĦs no longer chasing tech 

for the sake of tech. ItĦs asking the right question: What will help our people succeed, and how does that tie back to outcomes that matter? AI might be the answer 

to some of those questions. But it's not the answer to all of them. Not yet.

Yes IĦm not aware of any AI/ML

15%

8%

19%

32%

22%
25%

20%
18%

Aggregate SMB Mid-Market Enterprise

Average HR, Talent, 

and Business Outcome 

Increases 8%
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THE HR SYSTEMS ENVIRONMENT

Although we are seeingHR step into its strategic role with confidence and a focus on

both businessand workforce welfare, our research has clearly shown that many HR

leaders are still struggling to build an HR System environment that supports their

vision. Even if they are one of the less than half of organizations that have an HR

system or HR operations function, these roles are still juggling more than ever.

43% of organizations now have a defined HR Technology function or role, but 58% of

those in the role have lessthan 3 years of experience on the job.

In Figure 7,weĦvecaptured the HR Systemsenvironment that Sapient Insight Group

assesseseach year. This complex picture of multiple systems, processes,strategies,

maintenance,and changeleadership is based on the detailsweĦvegathered from HR

leaders in organizations of every size and industry concerning the system

complexities they managedaily.

It isnĦtsurprising that it is difficult to determine where AI / ML investments will add

the greatest value to this picture .

FIGURE 7: THE HR SYSTEMS ENVIRONMENT THAT SAPIENT INSIGHTS GROUP ASSESSES EACH YEAR

SAPIENT INSIGHTS HR 

SYSTEMS ADOPTION 

BLUEPRINT

CONSTANT WORKSTREAMS

LEGEND

Data

Strategy

Culture

Guiding Principles

HR System Applications

Enterprise Standards

Enterprise Work Applications

Managing Budgets

Adaptive Change Management

Maintenance Updates Calibration Data Management

Adoption

Implementations

Measurement

Configuration

Assessment of Needs

Workflows

Roadmaps

Security

Customer Service

Training

Resources

Communications

Critical starting 
points

3

Primary HR 
System Categories

6

Individual 
Application Areas

55

HRĦs Possible non-HR 
strategies to assess

Non-HR applications 
that need connections

HR solutions with 3% or 
more adoption our data

HR vendors tracked annually 
by Sapient Insights Group

100+ 600+60+ 2,750+
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HR SYSTEMS STRATEGY IN THE AI ERA

AI dominates the HR technology conversationĤbut the reality is more nuanced than 
the hype suggests. This yearĦs focus centers on embedded AI (built into existing HR 
systems) versus standalone AI tools (like chatbots and virtual assistants).
Most HR software providers now offer embedded AI features that automate routine 
tasks, freeing up HR teams to focus on more strategic work. These tools use natural 
language processing to analyze sentiment, answer questions, and surface insights 
about workforce morale and engagement. Meanwhile, standalone AI tools are 
gaining traction for 24/7 support and streamlining self-service HR interactions.

Since the COVID-19 crisis in 2020, more organizations have reported having a 

strategic HR systems strategy. However, this year marks a notable reversal: the 

percentage of organizations reporting such a strategy dropped from 42% to 37%. 

We believe this decline reflects growing confusion and uncertainty surrounding the 

incorporation of AI into existing HR tech environments. The pace of AI innovation is 

outpacing clarity on how it fits into long-term systems planning.

FIGURE 8: ORGANIZATIONS WITH AN HR SYSTEMS STRATEGY AI in HR has caught the attention of Federal and state agencies; they are starting

to regulate AI in HR. Someareas they are focusing on employee selection tools,

vendor agreements, tracking hours and calculating wages owed with AI, and the

useof AI for FMLA compliance. We recommend you work with your legal partners

on these new and changingregulations to review your policies.

As AI continues to permeate HR practices, there's a growing emphasison

the need for human oversight and the importance of maintaining the

"human" in human resources. While AI can process vast amounts of data

and identify patterns that humansmight miss,it's essential to recognize its

limitations and balance this with a pragmatic approach on AI and ethics.

The most successful implementations of AI in HR are those that augment

human capabilities. As we move forward, the challenge for organizations

will be to strike the right balance between leveraging AI's efficiency and

maintaining the empathy, intuition, and ethical judgment that human HR

professionalsbring to the table.

Source: Sapient Insights Group 2024-2024 Annual HR Systems Survey 

46% 45%

35%
39%

42%
37%

2019 2020 2021 2022 2023 2024

Average # Apps 

8.04
Average # Apps 

26
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As HR leaders strive to organize the chaos of their HR Systemsand processes,they are

also being held accountable for the workforce experience, encompassing front -line

workers, executives, and even contingent workers. Over 30% of organizations believe

they haveno standard experience or a disjointed experience with their existing platforms,

and this metric remains unchangedwhether they are using their HRMSor another portal

technology as their primary employee front door. However, organizations with a

dedicated Employee Experience function are 2X more likely to have a well-defined HR

Systemsexperience!

HR ServiceDelivery models and workforce experiencesare inextricably linked. Our data

indicates that HR departments continuously balance multiple factors when crafting a

comprehensive workforce experience. Recent additions to the HR Service Delivery

model, including AI-driven elements,only make that balancingact more complicated. HR

must weigh high-touch versus low-touch service delivery and collaboration versus self-

reliant workforce experiences, all of which are evaluated against desired business and

employeeoutcomes.

FIGURE 9: HR SERVICE DELIVERY AND WORKFORCE EXPERIENCE MODEL

SERVICE 

DELIVERY 

WORKFORCE 

EXPERIENCE

High Touch Experience CollaborationBusiness Outcome

Personal OutcomesLow Touch Experience Self Service

Intelligent AI Guidance

Tactical AI Chatbots

AI AGENTS
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g

e
n

t 
D

a
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a
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e
ri
n

g

ÅTalent Solutions

ÅEngagement Point 
Solutions

ÅWork Tech

ÅERPS/HRMS

ÅHR Service Delivery

ÅTime Management

ÅRelationships

ÅJourneys

ÅCollaboration

ÅHR Front Door

ÅSelf-Reliance

ÅWork Flexibility 

ÅEmployee Self-
Service (Workflows)

ÅManager Self-Service 
(Workflows) 

ÅPortal/Communication

ÅHelp Desks/Chat Bots 

ÅSurvey/Feedback
Tools

ÅWellness

ÅLearning 

ÅPerformance  

ÅRewards 

ÅCareer/Mobility 

ÅOnboarding
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HR leaders are addressing these challenges by moving away from the age-old conflict

between the Best-of-breed and Single-Platform conversation to a new approach, which

we are calling HR Platform Clusters. These environments are architected by savvy HR

Leadersto focus on 2ģ4 central HR or HR-adjacent solutions that are most critical to an

organization's cultural or businessoutcomes.

Once these pillar applications havebeen identified, HR leaderscanthen give guidelines to

both HR and IT teams to focus on usingasmany modulesaspossible from those solutions

or their direct partners. Platform Cluster approachesno longer force HR professionals to

usea singlesolution that may be inadequate,and it alsoopenstheir environment to select

solutions that already sharedata standards or havea relationship with the pillar solution.

ThisisnĦta revolutionary model but rather an evolution that weĦveseen organizations

move to out of necessity.

FIGURE 10: HR SYSTEM PLATFORM CLUSTERS PROVIDE BOTH STRUCTURE AND FLEXIBILITY

HRMS
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OVERALL SPENDING PLANS

The mixed messagingin the User Experience and Vendor Satisfaction ratings also

plays out in the overall HR Technology spending plans for 2024. Every year, we

askorganizations to predict whether their expenditures will increase,decrease,or

remain the same for the following year. Despite several years of increased

spending expectations, we are now seeing plans for HR Technology spending in

2024 plateau, with no significant changes from last year, and holding steady at

41% (see Figure 11). Last year, we saw HR Technology investments shifting from

engagement-focused applications to solutions that automated more work,

replaced risky on-premise solutions, and addressed any system limiting the

organizationĦsability to fill critical roles. In 2024, HR Technology investments are

more diversified . Still, the most significant focus remains on core HR solutions,

including Payroll, HRMS, and Benefits, as well as Learning, Recruiting, and early

intelligent tools.

FIGURE 11: 5-YEAR TREND ON HR TECHNOLOGY SPENDING

So, what is driving this sustained HR Technology plan for increasing spending? In

aggregate,62% of organizations stated that their top driver behind increased spending

this year was improved HR efficiency, followed closely by the need to improve HR data

quality and analytics capabilities. For the small percentage of organizations planning to

decrease spending in 2024, the clear driver was cost-cutting efforts within their

organization at 66%. About 30% of organizations also stated that system consolidation

and reorganizing the HR function were driving spendingreductions.

Source: 2019-2022 HR Systems Survey

We continue to seethat SMB organizations have the

lowest level of plans for increased spending, with

35% planning to increase spending this year. Mid -

market and Enterprise organizations also remained

stable, with plans for increased spendingat 47% and

53%,respectively.
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HR TECHNOLOGY SPENDING PLANS

This year, organizations also weighed in on which specific categories of HR

applications they plan to increaseor decreasetheir spendingin 2024.

Figure 12 below illustrates the categories in which 20% or more of all organizations

plan to increase spending in 2024. Although Learning/Training and Recruiting &

Onboarding were also at the top of this list last year, this year they saw a 10%

decrease in the percentage of organizations that planned to increase spending in

these areas. Overall, we had a much more diverse list of placesfor increasedspending

plans,meaningalmost every category saw a slight decline,except for Intelligent tools.

When examining the increased spending plans by organization size, HRMS tops the

list for Enterprise organizations, followed closely by HR analytics. SMBs & Mid-

Market plan to invest more in learning, benefits, and recruiting . They may be over-

investing in employee experience and retention as a means of gaining a competitive

advantage.

On the other side of the equation, in Figure 13 below, you will see those categories

where 2.6%or more of all organizations plan to decreasespendingin 2024. Recruiting

& onboarding, payroll, and survey/feedback tools are also the top categories in which

organizations plan to reduce spending in 2024. Payroll is on the decreaseside again

this year due to high expectations that replacing and consolidating solutions will

further reduce costs.

FIGURE 13: TOP DECREASING HR TECH SPENDING 

BY CATEGORY

FIGURE 12: TOP INCREASING HR TECH SPENDING 

BY CATEGORY
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FINAL THOUGHTS

Two years ago, we introduced the Ĩ55 by

25ĩcampaignģour commitment to helping

55% of HR organizations gain recognition

as strategic partners. Although we didnĦt

include our analysis of the Strategic HR

function on Talent, HR, and Business

metrics this year, we once again found a

similar double-digit impact on those

metrics.

We also urge HR leaders to adopt a big-picture, visionary view when it comes to

outcomes. Too often, thereĦspressure to achieve specific numbersģsuch as the

revenue generated per employee or the cost of benefits per employeeģwithout

regard to the long-term impact on business. Strategic HR organizations must

support business outcomes in a sustained manner and avoid hasty, reactionary

decisions whenever possible. We need to trust our data and insights and come

prepared to explain the impact of every decision ģthis has never been more

important than in the era of AI EnabledHR functions.

However, merely generating data isnĦtenough. ItĦshugely important to

prioritize your focus on the outcomes that matter most to your company.

What might be critical to one CEO will not be top of mind for another.

What is financially feasible for a large enterprise might not be realistic for a

small company. This is why we recommend customized outcome

dashboards for every HR organization. In addition to supporting data, you

need to put those numbers into context, explaining the stories behind them

and correlating the actions and decisionsto tangible results.

HR organizations are currently evaluating their HR System environments, aiming to

leverage future AI offerings and drive business outcomes. With 64% of organizations

indicating that customer service experiencesdirectly influenced their vendor satisfaction

ratings, we need to seriously reevaluate the relationship between HR System providers,

buyers, and consulting firms. These relationships have more impact on the value of our

HR systemsthan any new technology or AI addition .

As we look forward totomorrowĦssignificant HR challengesand opportunities, there is no

perfect way to prepare for the decisions we must make. However, our research and 27

years of industry experience have demonstrated that solid data governance, effective

systemsmanagement,and adaptive changemanagementcan have a significant impact on

HR and businessoutcomes. We are running out of time to acquire these capabilities as a

community ģthey must be integrated into every development program we create for the

next generation of HR professionalsand technologists.

WHY THEY PARTICIPATED:

To ensure that I provide an honest report of our current HCM platform. 

Everyone tries to sell their best-in-class service, but ours far outweighs 

many of the others I've worked with.

The biggest challenges we see facing tomorrowĦs HR functions include:

Enabling the ethical use and impact of AI within our organizations

Valuing multimodal work environments

Working as global citizens and employers

Labor shortages in skilled labor and front-line positions

Increasing innovation while managing worker burnout

Manufacturing 4,500 + EE

We will continue to assessour original findings for repeatable outcomes with

multiple data setsand build the casefor a proven approach to being a Strategic HR

function . Central to our advice is a focus on monitoring and measuring outcomes

with businessleaders; the more we share,the better the conversations.
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VOICE OF THE CUSTOMERPAYROLL SYSTEMS

AI IN PAYROLL

In 2024,artificial intelligence (AI) haschangedfrom a

rare, differentiating feature in only the most

advanced payroll systems to a fundamental part of

most platforms, regardlessof size. Although the term

AI has become the industry standard, it is worth

noting that most HR systems utilize large language

models (LLMs)and somemachine learning. However,

the more commonly used term ĨAIĩwill be used as a

Ĩcatchallĩterm throughout this report .

In payroll, AI algorithms are often used to detect and prevent payroll fraud. By analyzing

patterns in payroll data, these systems can identify anomalies that may indicate

fraudulent activities, suchasghost employeesor unusual overtime claims. This enhanced

security feature provides businesses with an additional layer of protection against

financial lossesand reputational damage.

Predictive analytics is another area where AI is making significant strides in payroll

management. AI-powered systems can now forecast future payroll expenses based on

historical data, helping businessesbetter plan their budgets and make informed decisions

about hiring, raises,and bonuses. These predictive capabilities are particularly valuable

for businesses with seasonal fluctuations in their workforce or those considering

expansion.

In 2024, AI-driven payroll systems are also playing a crucial role in ensuring compliance

with complex and ever-changingtax regulations. Thesesystemscanautomatically update

tax tables,calculate withholdings, and generate required reports for various jurisdictions .

This is especially beneficial for businessesoperating across multiple states or countries,

asAI cannavigate the intricacies of different tax laws with easeand presumedaccuracy.

Personalization hasbecomea key feature of AI-powered payroll systems. As an example,

individual employee data can be used to provide personalized insights and

recommendations. For example, employees might be alerted to optimal tax withholding

strategies or unusedvacation days.This AI-assistedpersonalization enablescompaniesto

better managetheir workforce and mitigate potential liabilities .

Natural languageprocessing (NLP) capabilities also continue to improve. Employeescan

now interact with chatbots or virtual assistantsto askquestions about their pay,benefits,

or tax withholdings . TheseAI-powered assistantscan understand and respond to queries

in natural language, providing instant info, reducing the workload on HR and payroll

departments.

Despite the numerous benefits, the integration of AI into payroll systems has also

raised important considerations around data privacy and ethical use of employee

information . As a result, there's an increased focus on developing robust

governance frameworks and transparent AI algorithms. Companies are now

required to communicate how AI is being used in their payroll processesand ensure

that employeeshave control over their personal data. As we move forward, striking

the right balance between leveraging AI's capabilities and maintaining employee

trust will be crucial for the continued evolution of payroll systems.

FIGURE 14: OVERALL PERCENTAGE OF ORGANIZATIONS 

USING ALL FORMS OF AI PAYROLL FEATURES IN 2024-2025

The integration of artificial 

intelligence models into existing 

products and functionality.

EMBEDDED AI:

A stand-alone software program 

built on a native AI model to 

complete a specific set of tasks.

AI APPLICATION:
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Not In Use



Copyright © 2025 Sapient Insights Group. All rights reserved. | 2024-2025 HR Systems Survey. Licensed for distribution to Workday.23

VOICE OF THE CUSTOMERPAYROLL SYSTEMS

As we noted in Figure 14, 23%of all survey participants said they were usingAI aspart of

their current Payroll environment (both through embeddedHR solutions and stand-alone

AI applications). Although HR and business system vendors have invested heavily in AI

enhancementsor rolling out full -blown AI applications,buyers still struggle to understand

where and when to use these features and applications safely and with the most

significant outcomes for their organizations.

Cost is also a considerable concern for many organizations, as noted in the quote below

from one HRMS buyer, who listed 'high cost' as one of the primary reasons their HRMS

wasnĦtmeeting all their current businessneeds.

HR vendors consider many factors when deciding to invest in embedded AI features or

create AI applications for their existing and prospective customers. Probably the most

crucial question is whether a vendorĦsclient base is ready and able to utilize the AI

feature or application that hasbeen created.

Figure 48 shows the percentage of Payroll clients (by vendor solution) currently using AI

as part of their HR technology environment (both through embedded HR solutions and

stand-alone AI applications). It alsoshowscustomersĦfuture for adopting AI over the next

12 to 36 months.This chart only includes the top 20 solutions in our data.

Severalpossible factors may play into the higher or lower percentagesof the customerĦs

AI adoption levels in this chart:

Now that they are developing AI and passing the cost on to customers, some of 

their new SKUs are significantly more expensivecompared to others. They 

understand the value they derive from the connections they build between 

SKUs - Finance doesn't care about that;they see the numbers. It's a constant 

uphill battle or tradeoff b/c we can't afford the integrated solution [and AI].

Retail / Hospitality 19500 + EE

FIGURE 15: PERCENTAGE OF PAYROLL CUSTOMERS 

*USING AI IN HR CURRENTLY AND IN FUTURE PLANS

*AI use includes both embedded HRMS AI & stand-alone AI applications

ÅThe overall percentage of AI features or applications a customer can access from that 

specific vendor(s).

ÅThe willingness of the customer to buy, pay for, or use available AI solutions.

ÅThe customersĦ level of data, knowledge, and education readiness to use AI solutions.

ÅThe customerĦs risk analysis concerning AI use within the HR function. This is a 

particular issue for multi-national customers.
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AI IN HRMS

In 2024, artificial intelligence (AI) has emerged as a

foundational element of many Human Resource

Management solutions, significantly changing how

organizations approach managing their workforce . AI-

enabled HRMS solutions are beginning to streamline

recruitment processes, enhance employee

engagement, ensure compliance with evolving labor

regulations, and deliver extremely high levels of

personalization and increased efficiency in HRMS

solutions that have invested in embeddedAI options.

TheHRMShasbeen one of the earliest adopters of the major HR technology systemsthat

useAI. Its primary focus on gathering, organizing,and distributing data accurately greatly

benefits from natural languageprocessing(NLP)and newer generative AI solutions, such

aslarge languagemodels (LLMs).

In predictive analytics, AI is making significant strides using data captured by the HRMS.

For example,AI models can be trained to forecast employee turnover basedon historical

data, helping businesses proactively address retention issues and make informed

decisions about succession planning and employee engagement initiatives . These

predictive capabilities are particularly valuable for companieswith high turnover rates or

those undergoing rapid growth .

AI-enhanced HRMS is also crucial in ensuring compliance with complex, ever-changing

labor laws and regulations. These systems can automatically update policies, track

employee hours, and generate required reports for various jurisdictions . This is especially

beneficial for businessesoperating across multiple states or countries, as the AI can

quickly and accurately navigate the intricacies of different employment laws.

Personalization hasbecomea key feature of the AI-enhancedHRMS. Compiled employee

data can be used to provide personal insights into work history, career progression, and

even offer suggestions on team interactions . For example, the HRMS might suggest

relevant cohort groups or career advancement opportunities based on an employee's

skills and career goals. This level of personalization not only enhances employee

engagement but also enables companies to develop their workforce better and reduce

skill gaps.

Natural language processing (NLP) capabilities have significantly enhanced HRMS user

experiences in 2024. Employeescan now interact with chatbots or virtual assistants to

ask questions about company policies, benefits, or career development opportunities .

TheseAI-powered assistantscan understand and respond to queries in natural language,

providing instant, accurate information and reducing the workload on HR departments

while improving employeesatisfaction and accessto information .

While AI offers significant benefits,, its use is not without challenges. Companies

often grapple with issues like bias amplification, where AI algorithms perpetuate

existing biasesin hiring and promotion decisions. Data privacy concerns arise as AI

systems handle sensitive employee information . Additionally, automation can lead

to job displacement,sparking ethical questions and potential workforce disruptions.

Moreover, the complexity of AI systems can make it difficult to understand and

rectify errors, potentially leading to unfair or inaccurate decisions.

FIGURE 16: PERCENTAGE OF ORGANIZATIONS USING 

EMBEDDED HRMS AI FEATURES IN 2024-2025

The integration of artificial 

intelligence models into existing 

products and functionality.
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built on a native AI model to 
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As we noted in Figure 16 on the earlier page,the useof embedded AI solutions within an

organizationĦsexisting HRMSaveragedacrossall HRMS buyers is just 15%. That number

jumps to 22% of organizations if we look at all survey participants who said they were

usingAI aspart of their current HR Technologyenvironment (both through embeddedHR

solutions and stand-alone AI applications). Although HR and business system vendors

have invested heavily in AI enhancementsor rolling out full -blown AI applications, buyers

still struggle to understand where and when to use these features and applications safely

and with the greatest outcomes for their organizations.

Cost is also a considerable concern for many organizations, as noted in the quote below

from one HRMS buyer, who listed 'high cost' as one of the primary reasons their HRMS

wasnĦtmeeting all their current businessneeds.

HR vendors consider many factors when deciding to invest in embedded AI features or

create AI applications for their existing and prospective customers. Probably the most

crucial question is whether a vendorĦsclient base is ready and able to utilize the AI

feature or application that hasbeen created.

Figure 17 shows the percentage of HRMS clients (by vendor solution) currently using AI

as part of their HR technology environment (both through embedded HR solutions and

stand-alone AI applications). It alsoshowscustomersĦfuture for adopting AI over the next

12 to 36 months.This chart only includes the top 20 solutions in our data.

Severalpossible factors may play into the higher or lower percentagesof the customerĦs

AI adoption levels in this chart:

Now that they are developing AI and passing the cost on to customers, some of 

their new SKUs are significantly more expensivecompared to others. They 

understand the value they derive from the connections they build between 

SKUs - Finance doesn't care about that;they see the numbers. It's a constant 

uphill battle or tradeoff b/c we can't afford the integrated solution [and AI].

Retail / Hospitality 19500 + EE

FIGURE 17: PERCENTAGE OF HRMS CUSTOMERS 

*USING AI IN HR CURRENTLY AND IN FUTURE PLANS

*AI use includes both embedded HRMS AI & stand-alone AI applications

ÅThe overall percentage of AI features or applications a customer can access from that 

specific vendor(s).

ÅThe willingness of the customer to buy, pay for, or use the available AI solutions.

ÅThe customersĦ level of data, knowledge, and education readiness to use AI solutions.

ÅThe customerĦs risk analysis concerning AI use within the HR function. This is a 

particular issue for multi-national customers.
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VOICE OF THE CUSTOMERBENEFITS AND WELLNESS

AI IN BENEFITS AND WELLNESS

Organizations are using AI in Benefits and

Wellness in many of the samegeneral ways as

seen in payroll systems and HRMS, but with

different use cases. AI-powered chatbots and

virtual assistants are becoming increasingly

commonplace,providing employees with 24/7

support for benefits-related queries. These

intelligent systems can guide employees

through complex benefit selections, explain

policy details, and even assist with claims

processes. The goal of most of these AI

solutions is to reduce HR workloads and

employee frustration significantly .

Predictive analytics is another area where benefits managementsystemsare using AI. By

analyzing huge volumes of employee data, including health records, lifestyle information,

and benefit utilization patterns, AI systems can predict future health risks and suggest

preventive measures. This intelligence allows companies to tailor wellness programs to

individual needs, potentially reducing healthcare costs and improving employee well-

being.

AI is alsochangingthe open enrollment process. Machine learning algorithms cananalyze

an employee's demographics,past choices,and current life situations to recommend the

most suitable benefit packages. These systems can simulate various scenarios, helping

employees understand the long-term implications of their benefit choices. This not only

simplifies the decision-making process for employees but can also result in more

satisfactory and cost-effective benefit selections.

Additionally, AI is being used to detect fraud and errors in benefits claims. Advanced

algorithms can quickly scan through thousands of claims, identifying patterns and

anomalies that might indicate fraudulent activity or processing errors. This can not only

saveorganizations money but also ensure faster, more accurate processingof legitimate

claims. When AI is utilized in this manner in the public sector or by organizations with

extensive workforces, the benefits may far outweigh the cost of the AI.

Finally, AI-driven systems are being employed to continuously monitor regulatory

changes,automatically updating benefit policies to ensure compliance with the latest

laws and regulations.

While AI offers numerous benefits and advantagesin healthcare systems,there are

also potential risks and drawbacks. Privacy concerns are the most important . AI

systems require access to vast amounts of sensitive employee data,

thereby increasing the risk of data breachesor misuse. There is also the danger of

algorithmic bias, where AI systems may inadvertently discriminate against certain

employeegroups basedon historical data patterns.Also potentially outweighing the

benefits, especially for smaller organizations, is the Ĩblackboxĩeffect . This is when

an organization doesn't have the AI-related skills to properly manage,monitor, and

customize the useof AIģresulting in unexpected outcomes.

FIGURE 18: OVERALL PERCENTAGE OF ORGANIZATIONS USING 

ALL FORMS OF AI BENEFIT FEATURES IN 2024-2025
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VOICE OF THE CUSTOMERHR SERVICE DELIVERY SYSTEMS

AI IN HRSD

AI and machine learning are rapidly transforming HR

Service Delivery (HRSD) systems, enabling

organizations to streamline processes and enhance

employee experiences and businessoutcomes. Just as

we examined how these technologies are being

deployed across various HR functions, the following

provides an overview of someof the unique ways these

technologiesare being utilized explicitly in HRSD.

HRSD use casesare three of the top five ways organizations are leveraging AI

today.

HR Service Delivery applications were early adopters of branching logic, workflow design

tools, and predictive analytics ģeven before the shift to newer machine learning (ML)

algorithms. These applications have quickly adopted natural languageprocessing (NLP) and

newer generative AI solutions, suchaslarge languagemodels (LLMs).

One of the most significant applications of AI and ML in HR service delivery is employee self-

service. Chatbots and virtual assistants,initially powered by logic-based algorithms, are now

shifting to accurate artificial intelligence. Thesesolutions are quickly being utilized to answer

employee questions about benefits, policies,and procedures, while also assessingthe value of

the answers and adjusting output with minimal HR guidance. The 24/7 access and self-

updating nature of these AI applications reduce the burden on HR staff and improve employee

satisfaction. These were among the earliest applications of AI/ML in the broader HR tech

landscapeand remain amongthe easiest to demonstrate a return on investment.

Additionally, AI-driven analytics can identify patterns in employee inquiries and suggest

improvements to HR processes. Large language models can similarly examine full -text

employee inquiries and comments to identify patterns and perform sentiment analysis,

providing an honest and objective senseof employee emotions during major organizational

events.

When the most challengingHR issuesare escalatedto HR staff, they now have AI agentswith

details to help personalize the conversation, suggest appropriate language,and orchestrate

the subsequent steps, ensuring that the proper parties are brought into the discussion. HR

listening applications are now gathering environmental data through emails and operation

platforms before diving deeper into conversations with insights valued by the employees. By

automating routine tasks and providing data-driven insights, these technologies enable HR

professionals to focus on the human being in front of them and deliver exceptional employee

experiences.

As these technologies continue to evolve, they promise to optimize HR operations further,

leading to improved productivity and satisfaction for all. However, this comes with some

considerations that should inform any major AI technology decisions.

There is no area of in HR technology where the use of AI and ML does not offer

somepotential drawbacks and risks to consider. One major concern is the potential

for bias in AI algorithms, which can lead to discriminatory outcomes. Additionally,

there is a risk of job displacement as AI automates routine HR tasksģrequiring

everyone in HR to shift to more strategic work . HR task automation may also be

used solely for cutting costs in the form of salaries. To mitigate these risks, it is

essential for organizations to implement ethical AI practices and invest in employee

training and development to prepare for the changingworkforce .

FIGURE 19: OVERALL PERCENTAGE OF ORGANIZATIONS USING 

ALL FORMS OF AI HRSD FEATURES IN 2024-2025
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