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Generative artificial intelligence (Gen Al) is accelerating disruption at an unprecedented pace. Its rapid evolution and
transformative capabilities are redefining the way businesses operate, innovate, and compete. While we are

only beginning to grasp the full scope of its potential, Gen Al is already delivering immediate and profound gains

in productivity — ushering in a new era of possibility for leaders ready to embrace it.

Despite its technological wonderment, humans will determine the speed of Gen Al's impact and adoption. Today's
digitally engaged workers will lead the charge, pushing the organization into the future. Identifying, nurturing,

and retaining these unique and special workers will be the single most important component to realizing the
potential of the Al workplace of 2030 and beyond. Technologists can provide new capabilities, but digitally engaged
knowledge workers will leverage those capabilities to drive productivity.
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PART | | THE ENGAGEMENT EFFECT

Employee engagement is a proven predictor of retention, productivity, and performance at both individual and organizational levels.
Multiple studies have found that engaged workers have lower absenteeism, turnover, safety incidents, and defects. They have higher
customer metrics, productivity, sales, and profitability.

At its core, employee engagement is the emotional commitment employees have to their organization and its goals. It differs from

job satisfaction (enjoying your job) or happiness (feeling content at work). Engagement is deeper. It motivates employees to invest
discretionary effort — going beyond their job descriptions — because they feel connected to a purpose, valued for their contributions,
and supported in their growth.

Consider how engaged employees think and act in comparison to their disengaged peers.

Engaged Employees Disengaged Employees

Personal
Traits

Are inherently curious

Are motivated to develop skills
Are team players

Are problem solvers

Enjoy learning

Are withdrawn and/or cynical

Avoid collaboration with teammates
Are resistant to change

Complain frequently

Are toxic to teams and culture

Professional
Habits

Seek meaningful, purposeful work

Think about how to do their job better or faster
Connect personal growth, purpose, and performance
Help teammates succeed

Want to deliver exceptional results for customers
Respond well to policies that respect personal time
and work-life balance

Connect with leaders who are trustworthy, transparent,
or inspiring

Treat work as a job or an exchange of time
for income

Are content with doing the bare minimum
and the status quo

Act detached from work

Avoid responsibility

Frequently miss work or check out mentally
Can drag down teams’energy

Criticize management




The business case for employee engagement is clear and well established.

« Drives Productivity and Performance. Engaged + Builds a Strong Workplace Culture. Engagement
employees are more motivated, proactive, and willing fuels collaboration, positivity, and resilience. It creates
to go the extra mile. They focus on quality, avoid a workplace where people want to be, even during
unnecessary mistakes, and look for opportunities to challenging times.

improve processes.
« Boosts Financial Performance. Companies with

« Improves Retention and Reduces Costs. \When highly engaged employees consistently outperform
employees feel connected and valued, they stay. their competitors in sales and profitability.
That means lower turnover, reduced hiring costs, and
stronger institutional knowledge. » Attracts Talent and Builds Your Brand. Engaged

employees tell friends and family how much they

« Enhances Customer Experience. Happy, engaged like their job, believe in their company, and trust their
employees deliver better service. They create positive leaders. They become unofficial brand ambassadors
customer interactions and help build loyalty and trust who help the company recruit talent and strengthen
in your brand. its reputation.

Above all else, engaged employees are curious. They are always looking to explore and learn, and to build their skills, experience, and
knowledge, reflecting a mindset that connects personal growth, purpose, and performance. When workers care about outcomes, they
want to understand how things work, why they happened, and how to make them better. They look for patterns, opportunities, and a
better path forward. Engagement fuels curiosity and curiosity sustains engagement.



EXPERT PERSPECTIVE | Slump in employee engagement poses challenges for CEOs

Heading into 2026, business leaders face
an ever-shifting social landscape. COVID-19 U.S. Employee Engagement Trend
wasn't just a one-time event; its impact led O ERGRR i ARl R

to structural changes to our society. o

Patterns have changed, from where 35

we live to how we work and what we

consume. One of the key trends likely to 30 G
Marc Emmer shape 2026 and beyond is a persistent

President
Optimize, Inc.

20
Gallup reports that U.S. workplace engagement rose slightly o
to 32% this year, only a point higher than the 10-year low in 15
2024. Two-thirds of employees are “not engaged” or checked out

on the job. Younger workers are especially detached, with Gen Z
engagement sliding 5 points in a year. =

employee-engagement slump.
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“For management teams, stalled
engagement isn't only a threat to retention; Small and midsize businesses must double down on engagement
it's also a drain on productivity." strategies: clear role expectations, recognition, growth opportunities,

and, yes, competent managers (Gallup attributes about 70% of
engagement variance to managers).

Marc Emmer

We advise our strategy clients to:
Make flexibility a nonnegotiable perk (especially in environments
where remote work is possible).
Up-skill their workers, so that they can leverage Al to contribute
more than ever before.

For management teams, stalled engagement isn't only a threat to
retention; it's also a drain on productivity. Disengaged employees
tend to do the bare minimum, and some 17% are “actively
disengaged” (i.e, spreading the misery).

Read more: Social and Workforce Trends for 2026 and Beyond



https://www.vistage.com/research-center/business-financials/economic-trends/20251006-social-and-workforce-trends-for-2026-and-beyond/?campaignID2=70180000001Aw0i&ls=web%20referral&lsd=li-content-social-workplace-trends-emmer&utm_source=social&utm_content=emmer&utm_medium=li&utm_campaign=blog

PART Il | ENGAGEMENT IN ACTION

Recognizing the importance of employee engagement, nearly all CEOs (92%) measure it in some fashion. More than 80% also rely on
managers to monitor and manage worker attitudes.

Direct check-ins and surveys are top measures of
employee engagement among small and midsize businesses

How do you measure employee engagement?

One-on-one meetings or manager check-ins 81%

Employee engagement surveys 61%

Productivity or performance metrics _ 50%
Employee referrals or online reviews _ 22%

Do not currently measure engagement - 8%

Source: Q3 2025 Vistage CEO Confidence Index, n = 1,349

As noted in the Leadership Development: Building Better Bosses report,
employee engagement starts and ends with frontline managers.
Managers can encourage engagement by modeling it. But they can
also trigger disengagement if they complain about their work, question
leadership, or make negative comments, which gives other employees
permission to think and feel the same way.

Building Better Bosses

VISTAGE


https://www.vistage.com/demand/vistage-pdf-display/?pdf=https://www.vistage.com/research-center/wp-content/uploads/2022/06/Building-Better-Bosses-Report.pdf
https://www.vistage.com/demand/vistage-pdf-display/?pdf=https://www.vistage.com/research-center/wp-content/uploads/2022/06/Building-Better-Bosses-Report.pdf
https://www.vistage.com/demand/vistage-pdf-display/?pdf=https://www.vistage.com/research-center/wp-content/uploads/2022/06/Building-Better-Bosses-Report.pdf

In response to growing economic uncertainty and workforce anxiety,
many CEOs are applying engagement tactics such as:

“ - Increasing transparency in communications and finances, allowing for

When your managers are 2-way feedback

disengaged, they don't just
underperform — they
become engagement killers.

- Investing in leadership development, especially for middle
management and emerging leaders

- Defining paths for career advancement and providing mentorship

opportunities
Mark Taylor

«  Recognizing and rewarding workers, whether with formal awards or
Vistage Master Chair 9 g g

informal expressions of appreciation

- Promoting flexibility and well-being with hybrid work models, wellness
initiatives, and community events

More than 8 in 10 CEOs prioritize transparency, recognition,
and culture to drive employee engagement

Which of the following are focus areas of your employee engagement efforts? Select all that apply.

Clear communication and leadership transparency 89%
A positive, values-driven culture 82%
Recognition and appreciation of employees 81%

Supportive managers and strong team relationships _ 71%
Career growth and development opportunities _ 68%
Work-life balance and flexiviliy | 65

Source: Q3 2025 Vistage CEO Confidence Index, n = 1,349



Trust is essential for engaging workers, and our survey
suggests that CEOs are putting effort into building it. That's
not easy, as it takes time to establish trust — but only an instant
to lose it.

As Katina Holliday, founder and CEO of Carson, California-based
Holliday's Helping Hands, Inc., shares, her employee engagement
priorities include “different types of recognition, increasing
bonuses for employee of the month, and incorporating a
leadership training program”

John Eberle, CEO of Ascentia Real Estate Holding Company, LLC,
in Littleton, Colorado, notes that “actively reinforcing our culture
— mission, vision, and values — on a daily, weekly, and monthly
basis,"has been most effective in driving engagement. David
Chapin, president of Willmar Electric Service in Lincoln, Nebraska,
adds that, “daily huddles, weekly briefs, quarterly meetings, and
other gatherings keep people informed and encourage people
to speak up!




EXPERT PERSPECTIVE | Build trust, embrace Al, and show employees you care

We're seeing a huge trust crisis in the
workplace. Employees are scared and
disengaged. They're not satisfied. They're
unsure about what steps their company and
leaders will take. They're thinking, "If I can’t
trust you, | can’t even hear what you're
saying."

Kathleen QuinnVotaw  Currently very few companies are integrating
CEO and Founder Al into the workplace because most are
TalenTrust hesitant about it. They're sending the
message that Al is bad. Millennials, Gen Z,
and Gen Alpha know Al isn't bad, so we're having a kind of face-off in
the workplace. But it's fear based rather than fact based.

The way to remove fear is to show your employees you care
about them. You build a relationship with them. You're empathetic
to their concerns. That's what distinguishes a leader from a follower.

Leaders need to calm the noise and be the person their employees
trust. So, when someone says, "Am | going to lose my job?"a leader
can say, “We're all adopting the same technology. | sense that you
will be more valuable if you embrace this technology. Let’s do
this together.”

We also need leaders to be change enthusiasts. They need to pick
up the flag and run with it. They need to be brave enough to say, “Let’s
design Al into our company and build trust while we do it

Recognize that your current workforce is your biggest asset and that
retaining employees is critical. | believe we will need more people
in the workplace because of Al. They're going to figure out how
to become a digital agent of the future. Al isn't going to do it on
its own.

“The way to remove fear is to show your
employees you care about them.”

Kathleen Quinn Votaw

Double down on building your community and culture. Figure out
these questions: Who are we? What do we stand for? What are our
core values? What is our strategy around people? How are we
designing the organization for 20307

Be intentional about community and culture. Design them versus
letting them happen to you by default.

We were at a similar inflection point 25 or 30 years ago, when the
internet became mainstream. Imagine if we had said no to the
internet. Where would we be now?



PART Il | DIGITAL ENGAGEMENT IN THE Al WORKPLACE

Engagement takes on new significance in the rapidly evolving
Al workplace, where the attributes of engaged workers are
amplified in a digital environment. Highly engaged workers
have the curiosity and motivation to push the limits of

Gen Al, seeking out newer, better, and faster ways to do
their work. By embracing and experimenting with Al, they

will improve their productivity while freeing up time for creative
or high-value tasks. Over time, they will help drive productivity
gains within workgroups and, eventually throughout the

company.

Engaged Employees Disengaged Employees

Digital
Engagement
Attributes

Continue to develop new use cases
for Gen Al to improve productivity
Prioritize Al skills development

Now that we have defined engaged employees, let’s examine
how they leverage technology. Fundamentally, digitally engaged
workers are engaged employees who embrace new technologies
not only for their jobs but also to raise the bar for their teams and
organizations.

Reflecting on technologies that have transformed business
operations, digital engagement began last century, with
employees adopting email, embracing new systems, and
welcoming the change.

Remain skeptical of new technologies and are slow
to engage, experiment, and adopt
Maintain top-down focus, only changing when its

Share what they have learned with others mandated and best practices are shared

Contribute to designing and building
workgroup tools and agents

Operate a continuously evolving Al
digital office

Focus on a single app when using Al and transfer
search skills from the internet to Gen Al platforms
and tools

Use simple prompts to extract low-hanging fruit




However, workforce adoption of
Gen Al tools is not guaranteed.
While digitally engaged workers
can accelerate Gen Al's impact
within an organization, those who
resist change or feel threatened by
the technology will slow progress.
Eventually, those who don't adapt
will be culled from the workforce.

THE STATE OF Al

Knowledge workers are widely using
Gen Al, which has quickly evolved
from a secret advantage to a standard
practice. Workers have learned how
to transfer their browser behaviors
and search skills to Gen Al platforms,
making those tools accessible and
valuable to virtually everyone.

Al adoption continues to expand, with individuals, workgroups,
and leadership all actively engaged in implementation

Which of the following roles actively engaged in using Al? Select all that apply.

CE0 (el
Individuals
Specific workgroups 39%

None of the above = 8%

Other 4%

Source: Q1 2025 Vistage CEO Confidence Index, n = 1,796




DEFINING THE KNOWLEDGE WORKER

Knowledge workers work with numbers,
words, images, audio, or video to do o

GENERATIVE ARTIFICIAL INTELLIGENCE
Automating the Knowledge Worker

their job. They research and source
information, analyze and synthesize the
input, and communicate and share their
insights in the form of spreadsheets,

reports, or presentations.

Learn how to better leverage Al across

your organization. Download Generative
Artificial Intelligence: Automating the

Knowledge Worker.

CEOs support Gen Al adoption through training, policies, and licenses

Which of the following are you leveraging to ensure effective

employee use of generative Al in your business? Select all that apply.

Training

Enterprise license or subscriptions
Al use policies

Creation of custom GPTs
Consultants

None of the above

Other

25%
18%
8%
8%

Source: Q1 2025 Vistage CEO Confidence Index, n=1,796

Small and midsize businesses

are beginning to step up to the
Gen Al challenge. Nearly half
(41%) of these businesses have
implemented enterprise licenses
or subscriptions, as well as Al use
policies. Security is a major concern,
with organizations prioritizing
protections for proprietary and
confidential company data when
using large language models. In
addition, 47% are investing

in training to accelerate skills
development and encourage
workers to use Al in their jobs.

In 30% of small and midsize
businesses, workgroups are actively
applying Gen Al tools to improve
workflow processes. While marketing
teams are the most common users
of these tools, other functional areas
are also beginning to utilize Al for
productivity gains.


https://www.vistage.com/demand/vistage-pdf-display/?pdf=https://www.vistage.com/wp-content/uploads/2025/03/AI-Report.pdf
https://www.vistage.com/demand/vistage-pdf-display/?pdf=https://www.vistage.com/wp-content/uploads/2025/03/AI-Report.pdf
https://www.vistage.com/demand/vistage-pdf-display/?pdf=https://www.vistage.com/wp-content/uploads/2025/03/AI-Report.pdf
https://www.vistage.com/demand/vistage-pdf-display/?pdf=https://www.vistage.com/wp-content/uploads/2025/03/AI-Report.pdf

Al APPLICATIONS BY FUNCTION

Marketing: Content creation, branding, campaign
strategy, social media, customer insights, and lead
generation

Sales: Prospect targeting, writing emails or scripts, RFP
support, and CRM enhancement

Customer Service: Chatbots, Al note-taking, automated
responses, and service request classification

Human Resources: Job descriptions, resume screening,
employee FAQs, onboarding, and compliance
documentation

Finance & Accounting: Forecasting, reports, invoicing,
accounts payable automation, and data validation

IT & Engineering: Automation, software/code
development, and infrastructure

Operations & Administration: Streamlining internal
processes, managing data, scheduling, and customer
correspondence

Legal, Risk & Compliance: Contract review, policy
writing, and risk mitigation
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EXPERT PERSPECTIVE | Re-engineer processes using Al’s chain-of-thought thinking

Al excels at many things, but complex
decision-making isn't one of them. That
means our role needs to shift toward
uncovering the deeper insights that
machines can't replicate. And there’s a
trick we can borrow from Al to do just
that: chain-of-thought thinking.

Chain-of-thought thinking has been
central to Al's rapid progress, enabling
machines to learn and reason more
effectively. Simply put, it's the step-by-
step visualization of a process to reach a deeper, more accurate
answer. Take something simple, like making toast. What are the steps?
You start by collecting supplies, in this case, bread and butter, as well
as the required tools and equipment, such as a knife and a toaster.
Then you list the steps in order. Documenting each step reveals

the process as a system that can be understood, controlled, and
improved. It's visual thinking rather than jumping to a conclusion.

Derrick Mains
CEO and Founder
The Process Fixer

In an organization, visibility is everything — you can't fix what you
can't see. When leaders understand each step of a workflow, they can
spot the slow, painful, or overly complex parts and automate them.
In doing so, they increase their team’s capacity to accomplish
more meaningful work.

That's why, in my workshops, we start by mapping a process visually
on either a physical or digital wall. Everyone outlines their steps

and uses red dot stickers to mark the most painful areas (“the logs”)
and a single blue dot to mark the slowest point (“the snail”). In

just 15 minutes, employees surface problems entirely unknown to

management — logistics breakdowns, hidden bottlenecks, or root
causes of issues leaders have struggled with for months.

In one workshop, employees identified 180 pain points. Now, |
couldn't walk into the CEQ’s office and say, “Fix these.” Instead, | asked
the team, “What will help us the most?” They triaged the list and
identified the top 3 issues. When | asked how many people would
experience less pain and get more done if those were fixed, about
80% raised their hands, meaning they could do 20% more work if
those pain points were removed.

"When leaders understand each step of a
workflow, they can spot the slow, painful, or

overly complex parts and automate them."
Derrick Mains

When employees identify the pain, they don’t resist automation
— they ask for it. If you bring in Al to replace tasks people enjoy, and
they'll feel threatened; bring it in to eliminate the slow and painful
tasks, and they'll embrace it.

Chain-of-thought thinking is not only how Al has advanced; it’s
how leaders can advance their organizations.



PART IV | WORKPLACE 2030

We are at the start of a massive digital transformation that will culminate in the Al-powered workplace of 2030 and beyond. As Gen Al
technology and large language models advance, the volume and velocity of change will deepen and accelerate. Just as the internet
transformed business and life, Gen Al will reshape the workplace and redefine workers' requirements.

The Gen Al revolution will reverberate through the workplace in 3 major waves of productivity, with interconnected ripples (or phases)
within each wave. These waves represent an evolutionary path — moving from individual adoption to enterprise transformation —

where productivity, engagement, and innovation increase exponentially.

WAVE 1: INDIVIDUAL PRODUCTIVITY

The first wave will trigger a surge in individual productivity in 2
phases. In Phase 1, workers will experience immediate productivity
improvements as they experiment with Gen Al. In Phase 2, they

will experience sustained productivity gains as they learn new skills,
gain experience, and develop expertise with Al.

At first, by transferring their browser behaviors to Gen Al tools,
knowledge workers will accomplish tasks faster and improve the
quality of their work. For example, they will use simple prompts to
create content, which will improve individual productivity to a
limited degree.

To extract deeper value from Gen Al, knowledge workers must go
further, developing custom prompts, integrating internal data, and
building personal Al agents that automate tasks and unlock new
efficiencies. Curious, adaptable, and eager to learn, these digitally
engaged workers will master Gen Al tools and push the boundaries
of what'’s possible. By comparison, disengaged employees will linger
in mediocrity, waiting for prepackaged solutions to their problems.

Key Role: Digitally engaged workers catalyze individual productivity
gains.

Time Frame: Immediate (days to weeks) for Phase 1, and gradual
(months) for Phase 2.

WAVE 2: WORKGROUP PRODUCTIVITY

The second wave represents the transition to Al workflows
in workgroups. This wave will unfold in 2 ripples. After
individuals share, harvest, and apply best practices across
teams, those teams will embed Gen Al into workflows to
automate tasks and drive productivity.

Starting with small, targeted projects, teams will work to
automate processes by experimenting and iterating with
different approaches. Failure rates will be high as teams
test and recalibrate their approaches. But each setback will
bring insights, and each success will build confidence and
competence.

Over the following weeks and months, productivity will
compound as teams identify and eliminate points of friction,
redundancy, or inefficiency. Workgroups will become
innovation labs that reimagine how knowledge work is
performed and how value is created with Gen Al.

Key Role: Digitally engaged workers design, develop, and
deploy Al-driven workflows.

Time Frame: Intermediate (weeks to months) as Al-driven
workflows replace manual, inefficient processes.



WAVE 3: ORGANIZATIONAL PRODUCTIVITY

The third wave will transform the organization itself.
The first ripple of this wave is already underway for
companies conducting a strategic review of Gen Al.
These companies are assessing where Al can create
new value; how competitors are adapting; what risks
emerge from inaction; and how Gen Al will reshape
products, services, and customer experiences.
Recognizing that the market will not wait for slow
adopters, they are developing long-term plans to
evolve, survive, and thrive in an Al-driven economy.

AR

In this wave, companies need to create frameworks iy = ll
for Al governance, security, and training. These \
frameworks ensure that the productivity gains of

individuals (Wave 1) and workgroups (Wave 2) can
scale safely and sustainably.

i, :f‘*’

The second ripple of Wave 3 is the comprehensive
digital transformation of the enterprise. Unlike Wave 2
projects that automate existing workflows, Wave 3
requires rethinking, reimagining, and re-engineering
processes across the entire business to align with Gen
Al's capabilities. This is not automation; it is reinvention.
The transformation will take place over the years as
businesses gain intelligence and adaptability.

_—
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Key Role: Digitally engaged workers step up to
operate the Workplace 2030.

Time Frame: Long term (months to years), as the
re-engineered, Al-centered workplace takes shape.



PART V | RESEARCH PERSPECTIVE: CURATING CURIOSITY

It's easy for anyone to engage with Gen Al initially. Internet
browsing behaviors and search skills readily transfer to Gen Al
platforms, immediately unlocking personal productivity gains
for all. However, to realize the full potential of Gen Al,
organizations will need highly curious, digitally engaged
knowledge workers to lead organizational digital
transformation.

Digital engagement will become the defining attribute

of the best and most desired workers. They will extract the
first wave of individual productivity gains from Gen Al. They
will be the backbone of workgroup automation projects,
driving their design, operation, and adoption by the workforce.
They will be instrumental in the multi-year expedition of Al
digital transformation, resulting in the creation of Workplace
2030, where they will become the key operators of its Al tools
and agents.

Forward-thinking CEOs recognize it is crucial to recruit,
retain, and invest in these workers. Provide them with
specialized training. Create an environment where they can
innovate and experiment without risk. Build platforms where they
can share what they have learned, learn from others, and leverage
their insights to accelerate workgroup initiatives and the long-
term transformation.

Every scenario for Workplace 2030 and every path to get
there will require digitally engaged workers. These workers
will become the operators of tomorrow's Workplace 2030. All
others will eventually be culled from the workforce. Strategically
thinking CEOs will invest heavily in developing digitally engaged
workers today, retaining them for tomorrow, and hiring others like
them every day.

To realize the full potential of Gen Al
organizations will need highly curious,
digitally engaged knowledge workers to

lead organizational digital transformation.
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DEMOGRAPHICS

The Q3 2025 Vistage CEO Confidence Index survey was conducted
online and sent to 9,708 active Vistage members who are part of Chief
Executive and Small Business groups in the United States. The survey

was conducted between September 2 and 16, 2025, and captured input Number of
from 1,349 leaders. Numbers may not add to 100% due to rounding. Employees
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ABOUT VISTAGE WORLDWIDE, INC.

Vistage is the world's largest CEQ coaching and peer advisory organization for small and midsize businesses. Since 1957 we've been helping CEOs,
business owners, and key executives steadily grow thriving companies and solve their greatest challenges. It's why Vistage member companies
average 21 plus years in business while most U.S. companies fail within 5, according to the Bureau of Labor Statistics; that's 4 times longer!

Today, more than 45,000 members in 40 countries rely on Vistage to become better leaders who make better decisions that drive better outcomes.

Learn more at vistage.com.

ABOUT VISTAGE RESEARCH

Vistage conducts original research and curates subject-matter expertise from thought leaders to create actionable, thought-provoking insights
for leaders of small and midsize businesses. Our analysis of surveys we conduct, including the WSJ/Vistage Small Business CEO survey and
Vistage CEO Confidence Index survey, informs various reports. Since 2003, Vistage has published the CEO Confidence Index, which has proven
to be a reliable predictor of the economy, as well as a leading indicator of the U.S. Production Index 9 months in advance. Vistage provides the
data and expert perspectives to help SMB CEOs make better decisions.

Learn more at vistage.com/research.
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