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| Executive Summary

For a century, the workplace ran on a simple proxy: time in equals value
out. Clock in, clock out, get paid, get promoted. That proxy is breaking
down in real time, and the data behind this whitepaper explains why.

Return-to-office mandates are not producing the productivity gains
leaders expected of them. Four-day workweek pilots involving
thousands of employees are showing that fewer hours can deliver
equal or better output. Generative Al and autonomous agents are
compressing the time needed to produce a unit of work, which means
hours worked is becoming a meaningless denominator. And
performance management itself is shifting from annual, activity-based
reviews toward continuous, outcome-based systems.

The organizations pulling ahead are not the ones enforcing the strictest
attendance policy. They are the ones that have redefined what
"‘performance” means — from presence to output, from hours logged to
problems solved, from activity to impact.

This whitepaper lays out the evidence, the risks of ignoring it, and a
practical playbook CXOs and CHROs can use to lead the shift from
attendance to outcomes.
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98%

of Al users say they are
producing work they
could not have done a
year ago

33%

lower attrition among
hybrid workers vs. full-
office peers (Stanford)
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97%

drop in staff turnover
during the UK's largest
four-day-week pilot

90%

of HR leaders say Al has
already redefined what
"high performer” means

in lost productivity from
disengaged, misaligned
workforces globally
(Gallup, 2026)

of Al-using employees
are operating in what
Microsoft calls the
"Frontier” zone



| Problem Statement

Most organizations still run on a single assumption: time worked is a
reliable proxy for value created. Compensation, promotion,
performance reviews, and even trust are still anchored to hours logged,
meetings attended, and physical presence — even though the
evidence no longer supports that link.

Return-to-office mandates aren't producing measurable productivity
gains. Four-day-week pilots are holding output flat while cutting
attrition in half. Al is compressing the time needed to produce a unit of
work to the point where "hours worked" no longer describes what
someone actually delivered. Meanwhile, performance-management
systems have barely moved: 90% of HR leaders admit Al has already
changed what a "high performer” looks like, yet only 42% have updated
how they actually set and evaluate goals.

The result is a widening gap between how work gets done and how
organizations measure, reward, and manage it — a gap that shows up
as attrition of top talent, disengagement, and misallocated leadership
attention, long before it shows up in the P&L.

The question CXOs and CHROs now face isn't whether time-
based management is breaking down. The data says it already
has. The question is how fast they can replace it with a system
built around outcomes.
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| The OId Contract: Why Time
Became the Proxy for Value

The 40-hour week is an industrial-era artifact. It was built for factory
floors, where output scaled directly with hours at the machine, and a
manager could see, quite literally, who was working. That visibility made
time an honest, if crude, measure of contribution.

Knowledge work broke that logic decades ago, but the infrastructure
around it — badge readers, calendar-based capacity planning, annual
reviews graded on tenure and visibility — never fully caught up. Remote
and hybrid work exposed the gap. When managers could no longer see
people at their desks, many defaulted to the only proxy they had left:
hours, meetings, and "green dot" availability on chat apps.

That default is now colliding with three forces at once — a return-to-
office movement that isn't delivering the results it promised, a maturing
body of evidence on reduced-hour schedules, and Al systems that are
decoupling output from hours entirely.
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The Return-to-Office Experiment
Is Not Proving Its Case

Since 2023, a wave of large employers has tightened in-office
requirements, citing collaboration, culture, and productivity. The
evidence gathered since then tells a more complicated story.

® Gartner's own analysis of return-to-office mandates found no
immediate effect on the productivity of the average employee or
team in the twelve months after enforcement began.

® A Stanford analysis of more than 16,000 workers across 40 countries,
led by economist Nicholas Bloom, found hybrid arrangements (2-3
office days per week) deliver productivity parity with full-office
work — alongside 33% lower attrition.

® University of Pittsburgh research on S&P 500 firms found that return-
to-office mandates were more often preceded by falling stock prices
than followed by improved firm value, and produced no measurable
financial performance gain.

® The same research found that highly skilled employees are 77% more
likely than less-skilled peers to leave after a strict mandate —
meaning the people most able to walk are the first to go.
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Stricter Office Mandates, Higher Turnover
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The retention math is stark: companies enforcing strict in-office mandates
have recorded turnover around 169%, compared with roughly 149% at
companies with flexible policies — a 13-point gap tracked across S&P 500
firms covering more than three million workers.

14

"This is a cheap way to reduce head count — there's no

disguising that. The problem is, you don't get to choose who
leaves.”

— Nicholas Bloom, Professor of Economics, Stanford University
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53% of remote-capable employees say they would look for a new job
within a year if forced back to the office full-time — and 47% of companies
mandating a five-day office schedule say they are prepared to terminate
or discipline employees who don't comply. That is a workplace optimizing
for compliance, not for outcomes.

The rhetoric from the top often runs ahead of the evidence. Explaining a
January 2025 shift to a full-time in-office policy, one major bank CEO put it
this way:

14

"Now is the right time to solidify our full-time in-office approach.
We think it is the best way to run the company.”

— Jamie Dimon, Chairman & CEO, JPMorgan Chase,
January 2025

No peer-reviewed productivity study accompanied that statement — a
pattern Gartner's own research bears out: none of the major RTO
mandates issued since 2023 have cited a peer-reviewed productivity
number to justify the policy.
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Fewer Hours, Same (or Better)
Output

Since 2023, a wave of large employers has tightened in-office
requirements, citing collaboration, culture, and productivity. The
evidence gathered since then tells a more complicated story.

Fewer Hours, Same Output: UK Four-Day Week Pilot
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® 90% of participating companies chose to continue the four-day
model after the trial ended.

® The UK's national pilot of 61 companies recorded average revenue

growth of 1.4% during the trial — essentially flat — while staff turnover
fell 57%.
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® Microsoft Japan's earlier four-day trial recorded a 40% jump in sales
per employee after closing offices on Fridays and cutting meeting
time, a model it has continued offering since.

® Sales professionals working four-day weeks are 8% more likely to hit
quota than five-day peers, while those regularly logging overtime
show measurably worse performance.

14

"Beyond maintaining productivity, people just feel so much
better. They feel on top of their work and their life, and they're not
stressed out.”

— Juliet Schor, Professor of Sociology, Boston College; co-lead
author, Nature Human Behaviour four-day-week study

The lesson for CXOs is not necessarily "adopt a four-day week.” It's that the
link between hours worked and value created is far weaker than most
operating models assume — and the companies that redesign work
around outcomes, rather than simply removing a day, dre the ones seeing
the gains hold.
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| Al Has Made Hours an Unreliable
Denominator

Generative Al and autonomous agents change the math entirely. When
a task that took a day now takes twenty minutes, "hours worked" stops
describing anything meaningful about value delivered. Microsoft's 2026
Work Trend Index — based on trillions of anonymized Microsoft 365
signals and a 20,000-person survey across 10 countries — captures this
shift in progress.

Most Employees Are Ready for Outcome-Based Work.
Most Organizations Are Not.
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® 58% of Al users say they are now producing work they could not have
produced a year ago; among the most advanced users — Microsoft's
"Frontier Professionals” — that number rises to 80%.
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® 49% of Microsoft 365 Copilot conversations now support cognitive
work such as analysis, problem-solving, and strategic thinking, not
routine drafting.

® Active Al agents inside the Microsoft 365 ecosystem grew 15 times
year-over-year, and 18 times among large enterprises.

® Yetonly19% of Al-using employees sit in the "Frontier” zone where
work has genuinely been redesigned; roughly half remain in an
‘emergent,” experimental stage.

Microsoft calls the gap between individual readiness and organizational
redesign the "Transformation Paradox.” 65% of Al users fear falling behind
if they don't adapt quickly, yet only 13% say they are actually rewarded for
reinventing how work gets done when short-term results dip during the
transition. Employees are ready to be measured on outcomes. Most
organizational systems are still measuring activity.

14

"The bottleneck to Al value is not the technology. It's the
organization.”

— Microsoft 2026 Work Trend Index, "Agents, Human Agency, and
the Opportunity for Every Organization”
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| Performance Management Is
Catching Up — Slowly

HR technology and practice are visibly shifting away from time- and
activity-based evaluation toward continuous, goal-linked systems.
Adobe, Dell, Microsoft, IBM, and GE have all dropped the traditional
annual review in favor of continuous check-ins tied to objectives and
key results (OKRs). But the shift inside most organizations is uneven.

The Performance-Management Gap
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Source: Betterwarks 2026 State of Performance Enablement Report (2,387 respandénts)

® 90% of HR leaders say Al has already changed what a "high
performer” looks like — expanding it to include how well someone
collaborates with Al tools and contributes to shared outcomes, not
just individual output.
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® 88% agree Al has changed how performance should be evaluated.
Only 42% say their organization has actually updated its goal-setting
practices to reflect that.

® Executives are six times more likely than employees to believe
performance reviews have kept pace with Al-driven work — a
confidence gap that should worry any CHRO relying on leadership
sentiment as a readiness signal.

Gartner's 2026 CHRO research adds a sharper data point: organizations
that successfully embed the desired culture into daily work — rather than
layering it on top of existing structures — see up to a 34% increase in
employee performance. Culture and outcome design outperform
monitoring and mandates.

14

"For 2026, we're shifting from rigid planning to adaptive leadership.
Our strategy needs to be resilient and responsive.”

— CHRO respondent, Gartner C-level Communities 2026
Leadership Perspective Survey
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| The Cost of Getting This Wrong

Sticking with time-based management in an outcomes-first economy

carries a measurable price tag.

Global cost of disengagement

Presenteeism vs. absenteeism

Cost of losing a mid-level employee

Skilled-worker flight risk after
strict RTO

Engagement's productivity
effect

$10 trillion in lost productivity worldwide
(Gallup, 2026)

Presenteeism costs employers roughly 10
times more than absenteeism, and is far
harder to detect

50-150% of that employee's annual salary
in replacement and ramp-up cost

77% higher probability of departure vs.
less-skilled peers (University of Pittsburgh)

Highly engaged teams are 14% more
productive and show 78% less
absenteeism (Gallup)

None of these costs show up on a badge-swipe report. They show up in
attrition data, engagement surveys, and — eventually — in the P&L. That is
precisely why they are easy for a time-based operating model to miss.
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| The CXO and CHRO Playbook:
Five Moves Toward
Outcome-Based Work

Moving from attendance to outcomes is not a policy tweak — it's an
operating-model change. Five moves show up consistently across the
organizations Gartner, Microsoft, and SHRM identify as ahead of the
curve.

#, Replace presence metrics with outcome metrics

Badge swipes and "active” status measure compliance, not
contribution. Redefine success at the role level around deliverables,
quality, and business impact — and make sure managers are equipped
to evaluate against those, not against visibility.

#, Decouple performance reviews from the calendar

Annual reviews cannot keep pace with quarterly OKRs, let alone Al-
driven shifts in how work gets done. Move to continuous, goal-linked
feedback, and treat OKR attainment as a conversation anchor rather
than a compensation formula — mixing the two encourages
sandbagging and undermines the ambition OKRs are meant to create.

#, Redesign workflows before you redesign the calendar

The four-day-week and Al evidence both point the same direction:
cutting hours or adding tools without redesigning the underlying
workflow rarely sticks. The companies seeing durable gains spent real
time — the Nature study found roughly eight weeks of preparation —
restructuring how work actually flows before changing when or how
much of it happened.
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#, Make managers the transmission mechanism

Microsoft's research found that when managers actively model Al use
and create psychological safety for experimentation, employees show
up to a 30-point lift in trust and are 1.4 times more likely to become
high-frequency, high-value Al users. Manager behavior is a stronger
predictor of outcome-based adoption than any tool an organization
buys.

#, Fund the redesign, not just the recognition

Only 13% of Al users say they are rewarded for reinventing how work
gets done when short-term results dip — even though that dip is a
normal, expected part of redesigning a workflow. Leaders who want
outcome-based work need to explicitly protect and reward the learning
curve, not just the eventual win.
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| What's Next?

Time-based work is not disappearing because employees stopped
valuing structure, and it isn't disappearing because leaders stopped
caring about performance. It's disappearing because the proxy has
stopped working. Hours worked no longer reliably predicts value
created — not when hybrid and full-office teams post equal
productivity, not when a four-day week can hold output flat while
cutting attrition in half, and not when a single employee augmented by
Al can outproduce their own output from a year earlier by a wide
margin.

This is where the playbook becomes an execution question, not a
research question. For CXOs and CHROs ready to move, the next 1-2
quarters should include:

® Pilot outcome metrics in one function first — pick a team where output
is easiest to define (sales, support, engineering) and replace at least
one presence-based KPI with an outcome-based one for a full
quarter.

® Audit your performance-management cadence — if reviews are still
annual and disconnected from OKRs, that's the single highest-
leverage fix, based on the Betterworks gap data.

® Give managers the mandate, not just the memo — manager behavior
predicts outcome-based adoption better than any tool rollout. EqQuip
and reward managers explicitly for coaching toward outcomes.
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® Protect the redesign period — build a short, no-penalty window into
any workflow change, since only 13% of employees currently feel
rewarded for reinvention when short-term results dip.

® Re-runthe numbers in two quarters — track attrition, engagement,
and output against the pre-change baseline, not just sentiment, so
the case for further rollout is evidence-based rather than anecdotal.

The CXOs and CHROs who move first won't win by mandating
more hours in the building. They'll win by building the
measurement systems, manager capability, and workflow
redesign that let outcomes — not attendance — define what
‘good" looks like. That is the real work ahead.
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