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Millennials are perhaps our most dissected generation. Not since the 
baby boomers has so much chatter emerged about a single group. 
Endless studies slice, dice, and deliver our notions on what makes 
millennials tick – and for good reason. Millennials are a gigantic piece of 
our population pie.

Pew Research reported millennials surpassed baby boomers in 2015 as 
the largest generation. 1 Making up 50 percent of today’s workforce, the 
millennial generation is still growing. Analysts predict by 2025, 75% of 
workers will be from the millennial generation. 2 Is it any wonder why 
employers want to know what motivates the millennial employee?

Undoubtedly, you have read volumes about millennials. Most millennials 
(and others) have grown weary of all the scrutiny. Generalizations 
and a few myths have resulted in a misunderstanding of millennials as 
employees and what they want for their working life. It is not just a job to 
millennials.

This study concentrated its focus on the two major components of a 
total rewards program – compensation and performance. 

Our objective for this study was the identification of compensation and 
performance practices that are important to millennials. By sharing key 
takeaways, we hope you gain insight into what reward practices work 
best for this growing employee population. 

Introduction

HUB International conducted a research study of 

330 southern California millennials (18 to 34 years 

of age) who were employed full-time in white-collar 

professional positions at for-profit companies. The 

study collected data that revealed the respondents’ 

preferences regarding workplace compensation and 

performance practices. 
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The workplace is changing – rapidly. By sheer numbers alone, the 
millennial generation is a powerful force altering the way companies 
conduct business. 

A research study by HUB International, The Essential Guide to 
Compensation and Performance Practices: The Millennial Influence, 
collected information to better understand what practices motivate the 
millennial employee. 

Among the key findings:

 Ȋ Competitive base pay was the motivating factor millennial 
survey respondents identified as most important. Survey 
respondents tie competitive base pay to the value and results 
they bring to the company.

 Ȋ Traditional merit increases was the least motivating factor 
millennial survey respondents identified.

 Ȋ Career opportunity and interesting/challenging work followed 
as strong motivators. Both factors have a significant influence 
on whether millennials stay with their current employer or 
leave for a better opportunity.

 Ȋ Almost half of millennial survey respondents expect to change 
jobs within the next six months due to a lack of competitive 
base pay, career opportunity or interesting work.

 Ȋ It is important to millennial employees to see a connection 
between their individual results and their company’s success. 
Compensation and performance programs that fail to make 
that connection are a major source of dissatisfaction.

 Ȋ Transparent communication on how compensation and 
performance programs work engage millennials in caring 
about results.

 Ȋ Nearly half of survey respondents want feedback on a 
continuous, real-time basis.

Executive 
Summary



Research Report: The Millennial Influence: A HUB International study 5

Compensation matters to most employees. Millennials are no 
exception. However, what is different about millennials is how you 
wrap the compensation package. 

Traditional compensation packages offer little motivation to the 
millennial or any employee. Ask baby boomer parents how excited they 
were to receive annual 3% merit increases. 

Harsh critics of millennials attach terms such as entitled and self-
absorbed. Our perception is millennials simply voice the common 
sentiment of all generations.

How do you define compensation? Other millennial surveys combine 
compensation into one broad category. However, by doing so, you may 
continue compensation practices that are not working. 

To tap into millennials’ preferences, this survey drilled down on base 
pay, incentive compensation, and equity. The survey responses enable a 
clearer understanding of the specific reward practices millennials value.

Competitive Base Pay Stands Out

As millennials look for new job opportunities inside or outside their 
current company, one motivational factor stands out – competitive  
base pay. 

The Right 
Compensation

Compensation is not  
a generation issue 

Compensation is  
paying people right 3

Over 60%
 of millennials ranked 

competitive base pay as the #1 factor for staying  
with their current employer 

(over 80% ranked competitive base pay 1st, 2nd, or 3rd)
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Traditional base pay practices focus on annual merit increases. That 
type of practice rewards mediocrity. At best, your top performers receive 
1% to 2% more than average performers. Where is the motivation in that? 

Before employers dismiss the above results as the typical (and expected) 
response, consider the consequences.

Another survey reported over 60% of millennials leave their jobs in less 
than three years. 4 The associated costs with such high turnover can be 
staggering.

Reports estimate the replacement cost of an employee to be 150% of his 
or her annual salary – or higher. 5  When the largest percentage of your 
workforce leaves, base pay compensation deserves a second look. 

Do you set compensation by the value the employee brings to your 
company? If not, you have a real opportunity to alter the course by 
redesigning your compensation to a value-based program.

The good news is our survey shows that is exactly what millennials want 
– to be paid for their value and the results they bring to their company 
(See Figure 1). That response should make business leaders ecstatic. 
Who doesn’t want value for their money spent? 

Figure 1. Importance of Competitive Pay to Millennials
“It is important to me that my company pays me competitively  

for the value and results I bring to the company.” 

STRONGLY AGREE SOMEWHAT AGREE68% 24%

92%

Almost half of survey respondents said 
they were likely to change jobs within the 

next six months.
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Competitive base pay stems from value. Traditional compensation 
practices hinder your ability to reward the value an employee brings to 
your company. 

A comparison of traditional and competitive base pay practices is 
illustrated in Figure 2.

Begin by establishing the competitive base pay range for each job in 
your company. Evaluate how each job adds value to your company’s 
success through pre-defined goals and metrics.

Look for employees who demonstrate the required technical and 
behavioral competencies for the job. Consider what “extras” candidates 
bring to the position and who is most likely to help your company 
achieve your goals. 

Figure 2. Comparison of Traditional and Competitive Base Pay Practices

67% of respondents do not believe their 
company pays them competitively for their 

current job.

FROM TO

GRADES OR BANDS CAREER TRACKS

EXTERNAL AND INTERNAL EQUITY MARKET COMPETITIVE

ANNUAL MERIT INCREASES VALUE-BASED INCREASES

HR CONTROLLED BUSINESS CONTROLLED
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For many companies, the shift to value-based rewards requires a new 
mindset in compensation and performance practices.

For example, picture an interview with a leading candidate for a job 
opening. You’re at the salary discussion stage and you ask, “What is your 
current salary?” Besides putting that candidate on the defensive, you are 
asking an irrelevant question. How is it irrelevant? 

If your company established a competitive base range for each job’s 
value, how would a candidate’s current salary change that? You’re paying 
what is right for the value received. His or her current salary does not 
change that. You wouldn’t adjust your range based on one salary so why 
ask the question?

Linking value to results is not a new concept. Think about your 
sponsored health benefits. Employer coalitions were a powerful force in 
demanding value for hard-earned health benefits dollars. 

Employer influence helped transform health care. By moving from fee-
for-service to value-based compensation, healthcare providers now 
deliver more transparent performance and outcome results.

With millennials eager to have an impact on a company’s success, now 
is the perfect time to transition to value-based compensation. Both you 
and the employee receive a reality check on the value of his or her skills 
in the marketplace. 

Incentive Compensation Programs Missing  
Pivotal Element

Incentive compensation (also known as variable pay) rewards employees 
who meet pre-set goals and metrics, specific to their organization. 

Incentive plans may be short-term plans, such as annual incentives 
or bonuses for successful team or project results. A survey of private 
for-profit companies reported the most common short-term incentive 
plan was the annual incentive plan. It was offered by 85% of responding 
companies and based rewards on the achievement of specific results. 6

Not sure how to start?

HUB’s eGuide on Broad-based Compensation can help. 
The guide describes how to transition from traditional 
merit increase practices towards competitive value-
based compensation.

http://hubultimaterewards.com/wp-content/uploads/2017/02/UR-Broad-based-Compensation-HUB-eGuide.pdf
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Incentive plans may also be long-term with rewards for multiyear 
periods (e.g., long-term cash plan) or other vehicles, such as stock 
options or performance shares. Of the responding private, for-profit 
companies, 53% offered a long-term incentive plan. 7

In the HUB survey, most companies offer an employee incentive 
compensation program or bonus plan. More than three-quarters of 
millennial respondents reported they understood how their company’s 
program is calculated. (See Figure 3)

However, HUB survey results show an essential element of an incentive/
bonus program is often missing. 

That is an astounding statistic. Think about what you want to attain 
through incentives. Ultimately, you hope incentives motivate or 
encourage employees to produce better results, such as greater 
productivity or improved quality.

Figure 3. Incentive/Bonus Programs

75% of incentive compensation/bonus 
programs fail to use individual performance  

results in calculating payouts.

Does your company offer an 
incentive/bonus program?

Do you understand  
how it is calculated?

Yes

No

Yes

No

23% 24%

77% 76%

Yes No
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Leaving individual performance results out of the equation erases the 
concept of incentives. No matter how an employee excels, his or her 
results do not add up.

For example, a common metric used in incentive programs is a 
company’s earnings before interest, taxes, depreciation, and amortization 
(EBITDA). Companies reward a bonus (typically a percentage of 
EBITDA) if quarterly EBITDA is met. Individual results have no effect on 
payouts.

As a result, many employees hold few expectations for incentive 
bonuses. They either receive them or they don’t. That type of program 
often exasperates millennials. They want to be held accountable. 

Millennials aspire to help their company do well. When incentive 
compensation programs omit individual results, you remove a powerful 
millennial motivator – the opportunity to win.

Equity May Lack Appeal

Base pay and incentive compensation are a form of cash compensation.  
Equity is stock compensation that rewards performance, as well as 
top-value/high-potential employees. However, this tradition is not one 
millennials embrace, at least not without competitive base pay and 
career growth opportunities.

With an average tenure of 12 to 18 months, millennials expect they will 
be out the door long before receiving any value for their stock dollars. 
That is one reason competitive base pay is so important to millennials. 
Remember, most survey respondents ranked it number one.

Equity holds less appeal when base pay and career opportunities fall 
short.

Stock options had great appeal during the dot-com boom of the 1990s. 
Then the dot-com bubble burst. Skyrocketing stocks crashed with 
“nearly a trillion dollars in stock value… evaporated.” 8 Millennials heard 
plenty from their parents about how the dot-com demise burned them. 
They don’t want to make the same mistakes.

Equity can still work; however, it should be reserved for top talent and 
packaged with competitive base pay and real opportunities for growth.

62% of HUB survey respondents ranked incentive 
compensation among the least important factors in 

evaluating and staying at their current job.
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Figure 4. Age Group Engagement

Performance 
That Matters

Do you believe millennials are less loyal? Or could it be they are 
searching for something different? A Gallup survey describes the 
millennial job search as a switch “from paycheck to purpose.” 9

Making a difference matters to millennials. Whether it‘s a social cause 
or their own personal growth and development, millennials need to feel 
committed to their work. When they don’t, they disengage. They go 
searching for a better job.

Influencing Engagement

Typically, the engagement level of employees to their job and their 
company frays as you move down the generational line.

Millennial workers are the least engaged of the generations. The 
majority are not engaged or are actively disengaged – and that’s a costly 
problem. 10 (See Figure 4) 

Part of the reason lies in their background. When the oldest of the 
millennials first entered the workplace, they were unable to find work. 
Many went back to school, receiving advanced degrees. 

What you see now are highly educated individuals starting out in entry-
level positions. Most millennials believe they are underemployed for their 
level of education. 11 For many, that is unacceptable. 

$30.5 Billion  
annual cost to U.S. economy from millennial  
turnover resulting from lack of engagement 

(Source: 2016 Gallup Survey)

Traditionalists

Baby Boomers

Generation X

Millennials

45%

33% 32%
29%
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Competitive base pay rules, but career opportunity and interesting, 
challenging work has a major influence on whether millennials stay or 
go. Although your company may experience higher engagement levels, 
millennial workers continue to entertain new opportunities. 

Seeing is Believing

Millennials look for a connection between individual results and their 
company’s success. HUB survey results support that observation. 

Most respondents ranked understanding how their job directly  
impacts the success of their company as Very Important or Important. 
(See Figure 5)

Millennials thirst for career growth and development. In keeping with 
their education path, millennials continuously seek knowledge to develop 
new skills and advance their careers.

Unlike past workforce populations, the millennial generation is unwilling 
to “grind it out.” They must see a clear path to career advancement.  
(See Figure 6)

Career opportunity, interesting and challenging work, 
and incentive opportunity/flexible work schedules 

ranked 1st, 2nd, or 3rd by 45% of respondents.

VERY IMPORTANT IMPORTANT56% 34%

Figure 5. Job Impact vs. Company Success
“How important is it to you to understand how your job (current position)  

directly impacts the success of your company?” 

Figure 6. Career Advancement
“It is important to me that I see a clear path to advancement in my career.” 

STRONGLY AGREE SOMEWHAT AGREE62% 30%

90%

92%
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Career opportunities keep work interesting and challenging. 
Whether those opportunities take the form of new projects or future 
advancement, continuous development motivates employees.

Help employees succeed by transforming performance management 
and rewards into a real-time business process. Create an easy, metric-
driven platform for coaching and rewarding employees. (See Figure 7)

When you discover the spark for engaging employees in interesting and 
challenging work, you give them a purpose. Together you both succeed.

Traditional compensation and performance practices are not working. 
Instead, they pull the plug on connection with the millennial employee 
and offer little motivation for most employees. 

Practices like job grades/bands, annual merit increases, and equity 
adjustments fail to reward the efforts of those who add the most value 
to a company. That is not a formula for success.

Figure 7. Performance Optimization

FROM TO

MANAGER DRIVEN EMPLOYEE/MANAGER  
COLLABORATION

ANNUAL PERFORMANCE REVIEWS REAL-TIME, CONTINUOUS PROCESS

CASCADING GOALS GOALS AND METRIC ALIGNMENT

HR PROCESS BUSINESS PROCESS
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Think about the way this generation communicates. Communication is 
real-time, interactive, and enhanced by all their technology tools. With 
information literally at their fingertips, millennials expect easy access to 
answers. That expectation carries over to their work lives.

Now think about your performance practices. Do you still conduct 
annual reviews? Is performance review viewed as a human resources 
function with a hierarchical job structure you must follow? Can 
you understand why that practice doesn’t work with the millennial 
employee?

Millennials Want Transparency, Too

Millennials want to understand how compensation and performance 
practices work. They want to know how their individual results influence 
the results of the business. 

Because millennials tie competitive pay and performance to value and 
results, a lack of feedback in those areas frustrates them. It could send 
them looking for something better.

Transparency is the key to better communication. By putting all the 
cards on the table, employees are more likely to engage. They are drawn 
to the possibilities. They ask questions and gather information. They 
communicate.

Transparent compensation and performance programs deliver the 
clarity employees want and may eliminate real or perceived inequities. 
For example, a lack of transparency may have contributed to gender 
differences. (See Figure 8)

Transparent 
Communication

Figure 8. Gender Pay
“Do you believe your employer pays men and women the same competitive rate?” 

Yes, I believe

No, I do not believe

I don’t know

68%

18%

14% Males: 87% 
Females: 45%
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Companies with transparent, market-driven base pay practices clearly 
create a level playing field. However, beyond transparency, the way you 
communicate your compensation and performance practices is equally 
important. 

Fostering Feedback 

In today’s social media world of instant response, millennials expect to be 
able to share their thoughts on their career. When you shut down their 
communication, you shut down their performance.

Millennials are hungry for feedback. They need ongoing assurance that 
the work they do is having an impact. They want a hand in their own 
career development. They work best when collaborating with managers, 
peers, and mentors.

Traditional performance practices do not provide a vehicle for ongoing 
feedback. Communication is sporadic, at best, manager-driven, and 
based on inflexible “rules.” 

Employees are left feeling they have no control over their own destiny. 
No employee likes that feeling. The difference is, millennials are more 
likely to leave their job over it.  

Most HUB survey respondents rank feedback from their direct 
manager as the most valuable. The millennial communication style 
craves intelligent conversation on a consistent and frequent basis, with 
nearly half wanting feedback continuously and in real-time.  
(See Figure 9)

Without frequent communication, engagement levels plummet. Other 
survey results show 44% of millennials who have regular meetings with 
their managers are engaged. Engagement drops to 20% for millennial 
workers who do not report regular meetings with their managers. 12

Figure 9. Valuable Feedback vs. Feedback Frequency

DIRECT MANAGER

PROFESSIONAL PEERS

MENTORS AT WORK

INTERNAL/EXTERNAL CUSTOMERS

19%

6%

69%

6%

CONTINUOUS/REAL-TIME

WEEKLY

MONTHLY

QUARTERLY

23%

15%

46%

10%

ANNUALLY 6%

Most Valuable Feedback Desired Feedback Frequency
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A Rewarding 
Future

If you have not encountered the millennial influence yet, you will. As the 
largest generation, millennials’ work/life preferences will play a significant 
role in your company’s future. Your recruiting (and possibly product 
marketing) efforts will target this large population pool.

Thinking of millennials in those terms (instead of generation labels) 
transforms their preferences into tools for ensuring success – your 
company’s success and the success of your employees.

HUB International’s Ultimate Rewards Consulting Practice set out to 
answer the following question.

 

With the increasing influence of the millennial generation, we designed 
our survey to focus on their compensation and performance preferences.

However, our Ultimate Rewards Consulting Practice believes the results 
represent much more than a single generation’s preferences. 

The results reflect the compensation and performance practices that 
should have been in place all along. Why? Because rewarding value is the 
right thing to do – for the employee and your company. 

Does your company believe employees are vital in achieving better 
business results? When your company’s practices attract, engage, and 
value employees, the outcome is better business results.

How do you entice employees to deliver better business 
results while taking ownership of your company’s success?

If you are interested in a comprehensive review of your current  
practices or just need design help, we can assist you. 

The HUB International Ultimate Rewards Consulting Practice  
has deep expertise with evaluating the effectiveness of  

value-based compensation practices.

#LetsDoSomething

Contact a HUB Ultimate Rewards Consultant

http://hubultimaterewards.com/contact-us
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Looking out for you. 
Looking ahead for you.
As a leading broker and advisor for employee benefits, 
HUB International is committed to delivering solutions with 
thoughtful strategic planning, valuable professional services and 
technology-based solutions that enhance our clients’ financial 
performance and position them as an employer of choice.

Together, we’ll tailor employee benefits solution to address the 
big issues you’re facing today - and those that will affect you in 
the future.

hubemployeebenefits.com

#LetsDoSomething


