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executive summary

The war for talent is and has been fierce in the last several years. And signs show 
the pressure is on for the foreseeable future. In the last 12, 24 and 36 months, 
demand for workers has been strong and has reached levels where workers are 
feeling empowered to make moves. Workers were job-hopping in record numbers 
in 2018. The Bureau of Labor Statistics (BLS) pegged the annual number of hires in 
2018 at 68.9 million and the number of employee quits at 40.1 million.  

Global HR consulting firm Mercer surveyed 163 large employers in 2018 and found 
voluntary turnover the year before, not including retirements, accounted for 15.5 
percent, up from 14 percent the previous year. Additionally, employees who have not 
already quit are likely evaluating their opportunities. Of course, this isn’t the case 
across the board. Certain sectors and regions felt this pain more than others.  

Not only are workers empowered to make moves, it’s easier than ever for them to 
research and evaluate prospective employers. Many workers share every aspect of 
their work experience online—including compensation, benefits packages, company 
outlook, their opinions of leadership and more.
 
Given the dynamics in the market, we weren’t surprised to learn in our 2019 
Compensation Best Practices Report that 66 percent of organizations agree or 
strongly agree keeping their best and brightest employees is a concern for them. At 
a time when so many options are available for job seekers, the fear of losing hard-
won talent has made organizations quite nervous. 

In fact, 46 percent of organizations believe the strong job market has increased their 
turnover rates. More than half of these organizations noted less than 25 percent of 
their turnover was “good” turnover, meaning the exit of low-performing employees. 
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https://www.bls.gov/news.release/pdf/jolts.pdf
https://www.payscale.com/cbpr
https://www.payscale.com/cbpr
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how organizations respond to the 
retention challenge

At this point, many organizations use compensation as a lever to keep their brightest 
workers onboard. 

In fact, when we asked organizations to tell us the top reason they have adjusted 
their compensation strategies, a whopping 32 percent said the move is to support 
retention efforts. Another 28 percent adjusted their comp strategies to make 
themselves more competitive to attract new hires; 19 percent made changes to 
better compensate employees who have “hot skills” in the job market. 

TOP REASONS ORGANIZATIONS ADJUST COMP STRATEGY
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Furthermore, gone are the days when everybody in an organization gets a three 
percent raise. Organizations today understand the importance of recognizing high 
performers and invest disproportionately in their top performers. Although a three 
percent annual raise is still the norm for 27 percent of surveyed organizations, 42 
percent of organizations said they have given at least one employee a raise of more 
than 10 percent. 

We also asked organizations to tell us their plans for retaining their employees: 
The most common answer is giving employees a raise (72 percent of organizations 
report using this tactic), followed by title change (34 percent) and providing more 
benefits (28 percent). 

WHAT STRATEGIES HAVE YOU USED TO RETAIN YOUR EMPLOYEES?
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compensation data sources

At this point, the majority of surveyed organizations use market data to determine 
how much to pay for workers. We looked more closely at two key questions that 
often come up regarding market data: what types of data sources are available? How 
often do organizations check the market? 

Free Data

Many organizations admit to seeking free online data (about the same amount as 
last year at 63 percent). The advantage of reviewing the free online sources is you’re 
able to see the same sources your employees may be looking at. However, they 
are not packaged for business use, and they don’t always have the same rigor of 
validation applied. 

Why is choosing the right data important? Because the data you select needs 
to make sense for your context. Your context includes things such as your 
organization’s total rewards philosophy, your target candidate profile, the 
competitors you’re up against, your company stage, size, industry and what you can 
afford. There simply isn’t a one-size-fits-all strategy.  

Free data lacks that important context. Is it specific to your location, industry or 
company size? Is the data fresh? Free data typically doesn’t answer those questions. 

Data Sources Vetted for Business Use

On the other hand, there are data sources which have been thoroughly vetted for 
business use. Unlike free data, data publishers of these sources will publish key 
characteristics for each data cut, including which organizations contributed to the 
dataset, break down of organizational sizes, industries, and locations included in 
the dataset and even when the data was collected, so you can evaluate whether the 
source is appropriate for your organization. 

In our latest CBPR survey, we found four types of common, vetted data sources. 

Traditional third-party surveys 

33%
up from 29 percent last year

Paid online data sources 

33%
up from 28 percent last year

Government data 

32%
up from 29 percent last year

Industry surveys 

30% 
up slightly from 29 percent last year

How many data sources do you need? It depends. As a rule of thumb, the more jobs 
you have and the more talent markets you compete in, the more data sources you 
will need to cover all your jobs. 

In this survey, we found the vast majority of organizations use two or more sources 
of market data (86 percent, up from 82 percent last year). Fourteen percent of 
organizations use five or more sources of market data. 



Why Choose a Compensation Management Platform? 

For most companies, payroll is by far the biggest line item on an operating budget. 
Yet, despite the energy organizations put into getting pay right, it’s still rare for 
employees to be happy with their pay. A compensation management platform like 
PayScale helps you ensure a maximum return on your compensation dollars; it helps 
you price jobs with ease and accuracy and ensure efficiency with your compensation 
spend.   

Additionally, a compensation management platform provides the tools you need to 
create and maintain a salary structure, ensure fair, equitable and competitive pay, 
streamline your pay increase process and communicate pay decisions effectively to 
employees. All of this helps you hire, motivate and retain the talent you need to grow 
your business, ship products and serve your customers.    

For more details on how PayScale can help, request a demo. 

Aligning Your Pay Practices to Your Company Values 

Values are critical to the health and vitality of an organization. When employees 
are inspired by your company’s mission and values, they go out of their way to 
contribute to the company’s success. But, when employees disagree with your 
values and your actions, at best they’ll keep their heads down and do as little as they 
can, and at worst, intentionally sabotage your plans. 

To ensure your core values are embraced by employees, it’s important to use these 
values  to guide your compensation decisions. For instance, if your company values 
collaboration between teams, consider combining recognition with monetary 
rewards. For example, you might allow your employees to recognize one another 
with points through a recognition platform and then exchange their points for gift 
cards or experiential rewards. This type of reward reinforces the message that 
collaboration is a value of the organization, and can boost employee engagement. 

Or, if you value transparency at your organization, you might choose to share pay 
ranges and market data with your employees. 

Fairness and Pay Equity 

Treating others fairly and being treated fairly in return is a value most workers 
understand. Yet, research from PayScale shows only 22 percent of employees feel 
like they’re fairly paid by their employer. 

At this point, employees no longer tolerate unfair treatment in silence. In the 
past year, we saw multiple well-known brands suffer reputation losses when 
their employees and/or regulators exposed their biased pay/hiring/promotion 
practices. Employees at Google and Nike organized public protests and even filed 
lawsuits against their respective employers for allegedly unfair pay practices and 
discriminatory policies. In a recent legal filing by the Department of Labor, attorneys 
alleged Oracle shorted women and minority workers $400 million in wages by paying 
them less than other employees and steering them into lower-level positions. 

In today’s climate, organizations must proactively examine their pay practices and 
root out systemic biases. According to our 2019 Compensation Best Practices 
Report, 38 percent organizations plan to conduct a race or gender pay equity 
analysis in 2019. 

PERCENT OF ORGANIZATIONS WHO PLAN TO PERFORM A PAY EQUITY ANALYSIS

OVERALL TOP PERFORMERS
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https://resources.payscale.com/hr-request-a-demo.html?_ga=2.101181185.1606881491.1553534217-1299760360.1553534217
http://www.payscale.com/cbpr
http://www.payscale.com/cbpr


Additional Steps to Create Equal Opportunities for All 

At this point, many organizations have made sure employees in the same job are 
paid the same. However, they may not have examined things such as promotion 
velocity or retention rates for different employee demographics. The truth is, women, 
people of color and other historically marginalized groups often have reduced 
access to senior roles and the highest paying jobs within an organization. 

To create an inclusive and equitable workplace environment, you’ll want to see if 
there are significant deltas in promotion rates, raise frequencies/amounts, and/
or bonus eligibility for men versus women, white employees versus people of color, 
and so on. Then, implement processes to ensure all employees have the same 
opportunities to thrive in your organization. 

For example, pay close attention to how you source candidates and conduct 
interviews and performance reviews, as these are processes where individual biases 
often come into play and put different workers onto different career trajectories. Be 
conscious of your biases (individual and organizational) and implement processes 
to eliminate them as much as possible. 
 
Ultimately, what you choose in your total rewards package should reflect your values 
as a company, or you may see employees finding that alignment elsewhere. For 
more guidance on how to cultivate equality in your workplace, check out our new 
Pay Equity Guide. 

7#CBPR19  

https://www.payscale.com/content/report/Pay-Equity-Guide-2019.pdf
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WHO’S RESPONSIBLE FOR COMPENSATION?

In 2018, the CEO continues to be final approver of pay decisions. Once again, 
we see executives realizing the value of compensation and its role in achieving 
business goals. Meanwhile, functional managers/directors continue to be involved 
in compensation via recommending (77 percent) and communicating (78 percent) 
pay decisions to employees. In fact, line managers have become more involved in 
recommending pay decisions and communications in 2018 versus 2017. We also 
saw that HR teams are becoming more involved in all three parts of the decision-
making process.

THE COMPENSATION PRACTICES OF  
TOP-PERFORMING ORGANIZATIONS

Top-performing organizations are defined as those that are number one in their 
industry and who exceeded their revenue goals in 2018. When we analyzed the 
results from our CBPR survey, we took a look to see if there are things that top-
performing organizations do differently from a compensation perspective. Here are 
the top things top-performing organizations do differently. 

Compensation Is a Year-Round Conversation

Top-performing organizations tend to consider pay to be an ongoing dialogue with 
employees, not an annual event that comes and goes. Top performing organizations 
complete market studies more frequently (58 percent of top-performing 
organizations have completed a market study within the past year vs. 53 percent of 
typical), give bonuses and incentive pay to employees more frequently (34 percent 
of top-performing organizations give bonuses or incentives at least quarterly vs. 30 
percent of typical), and obtain market data for individual jobs more frequently (42 
percent of top-performing organizations get market data for individual jobs at least 
monthly vs. 34 percent of typical).

HOW TOP PERFORMING ORGANIZATIONS  APPROACH PAY
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While top-performing organizations are on top of their pay practices, that doesn’t 
mean they adjust their ranges more often than typical organizations: many top-
performing organizations adjust ranges annually (68 percent of top-performing 
organizations shifted ranges within the past year vs. 58 percent of typical.)
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Build Pay Brand With Values and Culture in Mind

Top-performing organizations are also more likely to have a compensation strategy 
that is aligned with their company values. These organizations are purposeful about 
how they spend their compensation budgets and they’re more likely to have a formal 
compensation strategy (33 percent versus 27 percent of typical). In practice, this 
means:  

Top-Performing Organizations Are More Likely to Pay More for 
Competitive Jobs. 

Only 19 percent of top-performing organizations do not complete full market studies. 
They are also more likely to let the data drive higher pay for competitive jobs (58 
percent vs. 51 percent of typical).

Top-performing organizations give base pay increases. 

Eighty-six percent of top-performing organizations gave increases in 2018 (vs. 
81 percent of typical). They also budgeted higher increases: 35 percent of top-
performing organizations budgeted higher than three percent raises (vs. 30 percent 
of typical).

Top-performing organizations are also more likely to use 
variable pay 

Eighty-three percent of top-performing organizations were likely to use variable pay 
in 2018 (vs 73 percent of typical).

Last but not least, top-performing organizations use more 
tactics to reward high performers

Sixty-four percent of top-performing organizations use bigger base pay increases 
(versus 58 percent of typical). Fifty-four percent of top performers use promotions 
(versus 48 percent of typical) and 38 percent of top performers use career 
development (versus 35 percent of typical). 
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ABOUT
PAYSCALE

PayScale offers modern compensation software and the 

most precise, real-time data-driven insights for employees 

and employers alike. Thousands of organizations, from small 

businesses to Fortune 500 companies, use PayScale products to 

power pay decisions for millions of employees.

For more information, please visit: www.payscale.com or follow

PayScale on Twitter: http://twitter.com/payscale.

http://www.payscale.com
http://twitter.com/payscale

