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G e n e r a t i o n a l  I s s u e s

From Red Hot Chili Peppers 
to Rush to the Rolling 
Stones—Three Generations 
Prepare for the Future
Each generation has a distinct outlook on its future, including retirement. This article describes three different 

generational groups, their trials and triumphs when it comes to preparing for their future, and how employers 

should respond. The key is to acknowledge these differences and address them through the three levers em

ployers have to pull—plan design, the support offered to employees and the ways retirement readiness is pro

moted.

by Ray Baumruk | Aon Hewitt and Barbara Hogg | Aon Hewitt

Think back to the last concert you went to where the 
group threw out free T-shirts to fans eagerly waving 
their arms in the air. The lucky fans who caught them 

likely opened up a shirt that was either too small or looked 
like a bed sheet. In this instance, the phrase “one size fits all” 
doesn’t really make sense. The same can be said when it 
comes to employers helping their employees make the right 
choices so they can retire comfortably. In this article, you will 
read about three different generational groups and their tri-
als and triumphs when it comes to preparing for their future, 
whether it’s a traditional retirement or some other post- 
career life stage. Each group is unique, but when given the 
proper tools to succeed, it has the capacity to be smart savers 
and avoid retirement woes.

When you think about having enough money for retire-

ment, the numbers can be overwhelming. Aon Hewitt’s study 
Retirement Income at Large Companies: The Real Deal 2012 
takes a deep dive into how much an average employee needs 
by the age of 65 to have enough to fund his or her retire-
ment years. The result was a whopping 11 times pay at retire-
ment. In other words, an employee making $45,000 a year 
before retirement at the age of 65 would need a nest egg of a 
half-million dollars to cover an average life span1. Employees 
would actually need more if they plan to live a long time. 
That is a big stash of cash.

But what hides behind these numbers are some big gen-
erational differences, and those differences are compounded 
and confounded by what each generation faces—by age, 
retirement environment and characteristics unique to each 
generation.
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Let’s take a look at these illustrative 
stories.

Consider Chris—A Millennial 
Focused on the Present

Chris is a 29-year-old sports report-
er. Since graduating from college, Chris 
has married and, with a little persever-
ance, is making a dent in his student 
loans, although he still has a ways to 
go. Recently, he and his wife, Angela, 
learned they have a baby on the way.

Like most in his generation, Chris 
sees success as the ability to forge a fu-
ture on his own personal terms, control 
his destiny and be an active participant 
in creating a future that is truly his own. 
With today’s economic challenges, this 
generation is defining success by how 
well it is progressing (versus results 
alone). Success to a millennial is both 
financial and contributing to a greater 
purpose—without compromising on 
happiness, passions or fun. Millennials 
value:

•	 Authorship—being able to influ-
ence outcomes whether it is 
something they buy (e.g., creat-
ing their own Nikes) or their en-
tertainment (e.g., voting some-
one off the island)

•	 Autonomy—doing things their 
way regardless of how others do 
it 

•	 Authenticity—seeing through 
the hype and expecting honesty 
and transparency in communica-
tion.

These three values form the foun-
dation of how this generation moves 
toward a financially, socially and emo-
tionally successful retirement.2

The question Chris needs to answer 
is “How	 much	 do	 I	 need	 to	 save?”	
While he may be focused on today, one 
of the most important things Chris 
could do right now is save for his fu-
ture. What Chris needs to know is the 
dollars he saves today are the most 
valuable. The $100 Chris may save at 
the age of 29 can be worth 60% more 
than an inflation-adjusted $100 he 
saves at 40 and 150% more valuable 
than an inflation-adjusted $100 he 
saves at 50.3 Those early years of adult 
life when all the new pressures seem 
overwhelming are the most power-
ful years for personal savings and can 
make or break whether or not a person 
retires on time.

Unfortunately for Chris and other 
millennials, saving is easier said than 
done. Studies show that only about 50% 
of people aged 20 to 29 save in a defined 
contribution plan. Participation rates 
drop even further—to 37%—if Chris 
works for an employer that does not 
have automatic enrollment.4

Many obstacles to saving exist for 
millennials like Chris besides just day-
to-day expenses. First, retirement is so 
far away it does not seem like a prior-
ity. While it is great to save, it is hard 
to know what the future will bring, so 
stashing cash in a retirement plan with 
penalties for early distribution may be a 
bit hard to swallow.

Luckily, many employers have taken 
the lead and adopted automatic enroll-
ment in their savings plans. Automatic 
enrollment kicks the participation rate 
up to around 80% across the genera-
tions. The effect is especially dramatic 
for millennials who participate at less 

than half that rate (37%) when they 
are on the hook to take the initiative to 
save.

The need to save early is especial-
ly important for the millennials like 
Chris. Remember the need to have 11 
times pay saved by the age of 65 to pay 
for retirement? For the millennials like 
Chris, the number is bigger . . . about 
12 times pay. This higher bar is due to 
many factors, but primarily: 

•	 Retiree medical expenses are be-
coming a huge drain on retire-
ment assets and, even with the 
Affordable Care Act, that drain is 
getting bigger as medical costs 
continue to rise.

•	 Today’s millennials may become 
tomorrow’s centenarians as lon-
gevity improvements mean lon-
ger lives, on average.

But there is another factor at work 
here that puts more accountability in 
Chris’s hands: There are fewer and 
fewer pension plans out there, espe-
cially for the younger generation. In 
fact, the average millennial can expect 
a value of only 1.5 times pay at retire-
ment if current plans do not change. 
That leaves 10.5 times pay (or more) 
for Chris to accumulate through other 
means.

While Chris’s situation looks tough, 
there is some good news. Studies also 
show those between the ages of 18 and 
34 have reasonable savings rates once 
they are in the plan. Plus, they are 
drawn to Roth 401(k) contributions 
more than older co-workers. When 
Roth is available, 15% of younger sav-
ers are using them compared to 10% 
overall.
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The average before-tax savings rate for participating em-
ployees in their 20s is 5.2%. Combine that with a new “typi-
cal” match of $1 per $1 up to 6% of pay,5 and you will find 
that half of younger workers who choose to save are off to a 
reasonable start. Yet, as strong as this sounds, it falls short 
of what a young employee needs to save to be “on track” for 
retirement. For example, employees who start saving at the 
age of 25 should plan on saving—between their own savings 
and any company contributions—at least 15% a year, every 
year throughout their careers.

And thanks to the emergence of target-date funds as the 
default option, millennials tend to make appropriate invest-
ments for their age. So, assuming they are participating in 
the plan, the decision of how to invest easily falls into place. 

For an employer, the big push for the millennial popula-
tion needs to be about saving—getting young employees off 
on the right foot for their future. Table I lists a few tips on 
how to engage millennials in that journey.

Take Jason—A Gen Xer Still Caught in the Middle
Jason is a 42-year-old husband and father of three. A few 

years back, Jason had increased his savings to his 401(k) but 
had to drop back after he and his wife decided they need-
ed more room and bought a bigger house. With the added 
mortgage payment plus the added 401(k) contributions, the 
paycheck did not quite stretch far enough. To top it off, a 
few months ago, Jason’s 73-year-old father had some health 

issues. Jason’s added time off from work to assist him may 
cut into his bonus this year and slow down his advancement. 

As a Generation Xer, Jason views success more as a bal-
ance—blending achievement in the workplace with time for 
family, friends and self. Success is about the ability to navi-
gate conflicts and choose options that minimize dissonance 
and create a balanced life. Core values for Generation X in-
clude:

•	 Savvy—They are wary of offers and use critical judg-
ment and knowledge as key tools to avoid being 
“duped.”

•	 Diversity—As the first ethnically diverse generation, 
they embrace diversity of lifestyles and household con-
figurations.

•	 Entrepreneurship—They do not like to or feel they 
need to rely on anyone or anything, so they rely on 
their talents and judgment to find their own success.6

Once viewed as “slackers,” this generation has proven 
to value self-reliance and not accept anything at face value. 
Time is a critical currency for this generation—often more so 
than money. This generation is likely the first for whom the 
idea that every succeeding generation will be better off than 
the last was no longer a natural assumption. The economic 
realities have focused the pragmatic Gen Xers more on the 
financial aspects of their work, which may be okay as mem-
bers of this generation do not identify themselves as much by 
their work as the boomers preceding them did.

T A B L E  I

Successful Outreach and Retirement Program Features for Millennials
Successful outreach to millennials should:

•   Emphasize connection, not just information.

•   Give millennials a voice and invite dialogue and authentic 
engagement.

•   Reward effort, not just result.

•   Make it intriguing—like a puzzle to solve or mission to com
plete.

•   Validate emerging views of success versus imposing a tradi
tional or historical view of success.

Successful retirement program features include:

•   Leveraging automation to get younger employees in the 
plan quickly 

•   Considering defaults to encourage employees to take full 
advantage of matching contributions and/or automati
cally increasing contributions over time 

•   Reviewing loan features and highlighting availability, but 
discouraging using it unless necessary 

•   Considering resources to help employees with budgeting 
so they learn how to build savings into their future.
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While Jason wants to be ready for retirement when the 
time comes, the future still seems a little foggy and easy to 
put aside for now. Jason still needs to address the question of 
how much to save, but he needs to add another question to 
the mix: “Where	do	I	put	the	money	I’m	saving	so	it	works	
best	for	me?”

Getting distracted from long-term savings with short-
term needs is not new to Jason. He and his wife paid for their 
own wedding, bought a condo and decided his wife would 
work part-time after they had their first child. Soon came 
another child, along with all the expenses of raising children. 
Despite that, Jason knows saving for the future is important, 
and he cannot put it off forever.

It is not like Jason has not saved at all, either. Like near-
ly three-quarters of employees in their 40s, he is saving in 
the plan. Unfortunately, though, he is not saving enough 
to get his full employer match. And he is not alone. About 
one out of every four savers in their 40s is below the match 
threshold.7 So far, Jason has stayed out of the trap of us-
ing his savings for short-term needs by taking a loan from 
the plan, although current expenses are pushing him to 
consider this.

Here is the reality: Workers in Generation X need, on av-
erage, to accumulate nearly 11 times their pay if they want to 
retire at age 65. Employees cannot get there if they have low 
or spotty savings or if they divert those savings to short-term 
needs. Pensions may help, but even if current pensions stay 
in place, it will only give the average Gen Xer a value of a little 
over two times their pay.8

Jason knows he needs to take a personal timeout from all 
the pressures and at least gather some thoughts around his 
future. He puts together a savings “to-do” list and starts to 
prioritize some short-term and long-term goals. First, he de-
cides to increase his retirement savings to get the maximum 
match. After that, he begins to see how he can start saving 
for his children’s college funds. Then, with what he has left 
over, he hopes to increase his retirement savings even more. 
Everything is a balancing act. 

Once he checks a few items off his retirement to-do list, 
Jason also puts together at least an idea of when he wants to 
retire. He figures that if he has a goal in mind, it will be easier 
to increase his savings. He knows he needs to figure out how 

much he needs to save, but it will likely be a much higher 
percentage of his income than he’s used to paying, and he’s 
worried that the answer will be discouraging. 

Jason has never been very focused on his investments. He 
was talking to a friend who deals with investments for a liv-
ing and realized that he needs to focus on that more. He has 
enough money that compounding can really make a differ-
ence. While he wants to see growth, he is also a bit hesitant to 
risk losing money, so he wants to find a balance. He makes a 

The Great Retirement Shift
During the last several years, there has been a clear shift of 
retirement accountability to employees, as employers move 
from the more traditional pension plans to 401(k)s and other 
defined contribution programs. That puts decisionmaking 
responsibility in employees’ hands.  

Accountability has shifted beyond decisionmaking responsi
bility; employees are also responsible for a bigger share of 
their retirement savings. Since 2002, the commitment that 
plan sponsors make toward retirement benefits has declined 
steadily. Consider the retirement programs offered at For
tune 500 companies. From 2002 until 2013, the average 
companyprovided value for pensions, savings plans and re
tiree medical programs decreased by 21%, or nearly 2% a 
year. The message is clear for the younger generation: Even 
greater savings will be needed to make up that gap.

Source: Based on the benefit programs of Fortune 500 com
panies in Aon Hewitt’s Benefit Index® database. This data
base includes 215 to 271 of the Fortune 500 companies over 
the time period 2002 through 2013, with many companies, 
although not all, available constantly throughout the period. 

Appropriate Diversification by Default
Among active savers in their 20s hired in the last three 
years: 

•  Nearly 90% invest in target-date funds.

•   Among those with target-date funds, 80% invest their full 
balance in the targetdate fund. 

Source: Aon Hewitt’s 2013 Universe Benchmarks. 
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note to see what help his savings plan offers for making those 
investment decisions.

Through all of this research, Jason finally has the “aha” 
moment many people his age have at this point in their lives. 
For Jason, getting started immediately could make or break 
his retirement hopes and goals, so he must hit the ground 
running.

Generation X still has time to make changes that will af-
fect their long-term retirement security. But, they are also 
very distracted by other pressures, especially education ex-

penses for their children. To help, employers can consider 
the actions shown in Table II.

Meet Cynthia—A Baby Boomer  
Considering Retirement

Cynthia just celebrated her 55th birthday and loves her 
job at the company where she has worked at for the past 15 
years. With both of her sons having graduated from col-
lege and her husband nearing retirement, Cynthia is finally 
finding time to look toward her future and what retirement 
might mean to her. She has earned a pension with her cur-
rent employer, but it is clearly only a fraction of what she will 
need. The majority of her retirement money is in her 401(k) 
account, although she still has a little more than three years’ 
worth of payments for a loan she took to pay tuition for her 
youngest.

For Cynthia and her boomer counterparts, success is a 
meaningful life with enough financial security to realize 
dreams and enjoy experiences that are personally enriching 
and fulfilling to their adventurous natures. Growing up in 
a time of prosperity and materialism, they are more apt to 
spend than to save and see now as more important than to-
morrow. Of course, as they have become older, tomorrow is 
much closer to now than it seemed before.

Core boomer values include:

T A B L E  I I

Successful Outreach and Retirement Program Features for Generation Xers
Successful outreach to Generation Xers should:

•   Be direct about trade-offs, as savvy Xers will appreciate the 
information in assessing what’s most valuable to them.

•   Emphasize the flexibility and control you can offer them.

•   Streamline the systems to be sensitive to the value of time 
for this generation.

•   Offer tools or information about solid savings strategies so 
they can demonstrate and teach their families to be self 
reliant and resourceful. 

Successful retirement program features include:

•   Adding options for investment help or better promotion of 
available resources

•   Finding ways to automate as much as possible and con
sidering a backsweep and/or an investment reenroll
ment

•   Providing quick and easy planning tools or milestone 
messages to help this generation ease into retirement 
planning

•   Considering broader financial wellness and other oppor
tunities for intermediate and longterm savings (health 
savings accounts, college savings, stock programs, etc.). 

Savings Rate Facts for Generation X
Based on eligible employees in their 40s, we see the follow
ing savings plan behaviors:

•   74% participation rate

•   7.2% average savings rate among those participating 

•   9% contribute the maximum allowed under the 402(g) 
limits compared to 6% overall.

•   33% have a loan outstanding compared to 27% overall.

Source: Aon Hewitt’s 2013 Universe Benchmarks.
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•	 Individuality—It is about me, 
and the “old rules” do not apply 
to me.

•	 Self-absorption—a focus of at-
tention on their own unique 
qualities and experiences

•	 Youthfulness—the desire to stay 
vital and connected to the world 
while ignoring what others might 
expect from “someone their age.”9

Financial worries have moved up 
the list of concerns for boomers, but 
they resist significant belt-tightening.

As boomers look ahead, they are re-
luctant to accept limits or barriers (58% 
say they worry about not being able 
to live life to the fullest, up from 51% 
three years ago). This generation does 
not accept the limits of aging and wants 
to remain active (60% say they feel 
younger than their actual age and 71% 
say they stay mentally active by chal-
lenging themselves with puzzles, books 
and interesting work).10 Traditional 
views of retirement as withdrawal or 
deceleration do not sit well with boom-

ers, as they seek continued impact and 
influence on the world around them.

The question Cynthia needs to an-
swer is “When	 can	 I	 realistically	 re-
tire?” She would like to retire before 
she turns 65, but she wants to be cer-
tain that she has enough money so she 
can start making some plans. Plus, she 
just had her first grandchild and won-
ders if she has enough to put away for 
his college education. College tuition 
continues to increase, and she would 
like to put her grandson on the right 
track.

As Cynthia sets her eyes on her fu-
ture, she wants to figure out how much 
she will need to fund her retirement. If 
Cynthia is like the average baby boomer, 
that number is pretty big—about nine 
times her pay when she retires, plus her 
Social Security. And while the average 
full-career baby boomer may expect a 
pension that has a value of nearly three 
times pay at retirement, Cynthia can 
expect less because she has only been 
working for her current employer for 

the past 15 years. As a result, she will 
need to rely on savings even more.11

First, she sits down with her hus-
band and talks about when she may 
want to retire and what that will mean 
for their anticipated lifestyle in retire-
ment. Here’s what she figures out: Re-
tiring later can make a big difference 
in what she can expect in retirement 
income; it is a balancing act. While 
there are some places they can cut cor-
ners, she doesn’t see many of their liv-
ing expenses changing much, and some 
might actually increase. Retiring early 
may not be feasible. Each extra year she 
works means letting her savings contin-
ue to grow and one less year of dipping 
into her savings.

Plus, she begins to think about the 
“what ifs” that come with retirement 
planning. What if she lives a long time? 
Her grandmother lived to the age of 98. 
And what if something happens to the 
economy and she loses her job before 
she is ready to retire? Just last year that 
happened to one of her neighbors, who 

T A B L E  I I I

Successful Outreach and Retirement Program Features for Baby Boomers
Successful outreach to baby boomers should:

•   Make financial/retirement planning a higher priority by per
sonalizing it.

•   Find ways to connect boomers socially as they become 
empty nesters.

•   Focus saving on the ability to pursue new interests, not only 
as a way to “rest and relax.”

•   Identify ways they can save money on “indulgences” that 
they will seek, which will allow them to funnel more into 
savings.

Successful retirement program features include:

•   Providing retirement income projection tools and re
sources to help boomers see the tradeoffs for when to 
retire

•   Providing options and education to help employees ad
dress their longevity risk

•   Considering phased retirement programs that might let 
employees slow down but delay retirement

•   Considering financial planning resources that can help 
employees address their unique needs and find a realistic 
retirement option.
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now seems to be using up his retirement savings to meet cur-
rent expenses. And what about medical expenses? With ris-
ing health care costs and no end in sight, she can easily run 
out of savings at an age when her health prevents her from 
being able to work.

The market is not much help when it comes to planning. 
The ups and downs of the last decade have Cynthia con-
cerned that her savings could take a big dip when she will 
need the money for her retirement. She realizes she cannot 
be passive with her investments and wants some help to keep 
her money growing, but without the risk of a big loss. When 
she was younger, Cynthia took some risks and invested her 
money aggressively. Over time, she came out on top, but not 

Dipping Into the Nest Egg
Nearly 30% of participants in their 50s have loans outstanding.

Source: Aon Hewitt’s 2013 Universe Benchmarks.

Catch-Up Contributions: The Reality
Only 11% of participating employees who were eligible  
for catchup contributions used that feature.

Source: Aon Hewitt’s 2013 Universe Benchmarks.

Savings Needed by Generation
While we have already shown that the needs for retirement increase with each generation, the fact is that each generation can expect 
less and less from pension plans. The result? The younger generations will have a much greater need for savings—from their own 
personal contributions and contributions from their employers—to have enough income in retirement.

On average, a fullcareer employee needs 11 times pay at the age of 65. This same employee is projected to have a pension benefit 
with a value equivalent to 2.1 times pay. That employee is left to accumulate 8.9 times his or her final pay through personal savings 
and any employer contributions. The figure shows how that breaks down by generation.
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T A B L E  I V

What Matters Most to Each Generation
 Millennials Generation Xers Baby Boomers 
 How much do I Where do I put When can I  
 need to save? the money I’m saving? realistically retire?

Design •  Savings incentives •  Savings incentives • Retirement income solutions 
      (including automation) •  Investment flexibility • Partial retirement 
 •  Access

Support •  Budgeting/personal finance •  Portfolio/investment support •  Detailed planning 
 •  Simplicity (e.g., target-date funds) •  High-level planning tools •  Drawdown strategies

Promotion •  Personalized and interactive •  Transparency/clarity •  A youthful retirement 
 •  Emotional connection •  Time/value trade-off •   Opportunities to explore 

new ventures/stay relevant

without some rough patches along the way. Now, she can-
not afford another rough patch because she no longer has the 
time to let her money grow back.

Planning for the future also helps Cynthia see some mis-
takes she made in the past, and her retirement savings are 
showing the price of earlier decisions. Cynthia is kicking 
herself now because of the money she took out of her 401(k) 
years ago when she changed jobs. She took a portion of her 
savings to pay off some bills and take a nice vacation before 
starting her new job, and she rolled over the rest into an in-
dividual retirement account (IRA). At the time it seemed like 
a good idea, but now she is seeing the long-term costs of a 
short-term decision.

Cynthia wants to try to make up for those mistakes and 
increase her savings rate and, if she can afford it, sign up for 
catch-up contributions to her 401(k). Once that loan is paid 
off, she decides she will take the difference and add it to her 
savings. Unfortunately, despite being an active saver the ma-
jority of her working life, she is in the same boat as many 
other men and women her age—having to catch up to reality 
and try to fill in the last few gaps with extra savings or differ-
ent strategies. She knows that catching up does not have the 
power of those early savings years, but she does not really 
have a choice.

What is next for Cynthia? She knows these decisions are 
getting complex and decides she needs some help to bet-
ter understand the trade-offs of retirement, such as working 

longer than she planned. If full retirement is not in the cards 
in the near term, maybe she could look at a partial retire-
ment, although she might need to find a new job to make it 
happen, and that is a change she does not want right now.

Many baby boomers are, or will soon be, considering re-
tirement. Table III provides some ideas for employers as they 
look for ways to help this large segment of their workforce 
transition to retirement.

What’s Next
What we learned from Chris, Jason and Cynthia is each 

generation has a distinct outlook on their future, including 
retirement. So what do employers do about this? The key is 
to acknowledge these differences and address them through 
the three levers employers have to pull: plan design, the sup-
port offered to employees and the ways retirement readiness 
is promoted (Table IV).

•	 Design. A key to the plan design is to offer flexibility 
behind the scenes even if automation is being used to 
move employees forward. The flexibility can show up 
in many ways:
— Offering different tax	advantages (pretax, Roth and 

after-tax contributions) so employees can choose 
what they find the most valuable

— Providing flexibility in investment	strategies, from 
the simple target-retirement-date funds to, where 
appropriate, a full brokerage account
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— Giving the opportunity for lifetime	income	solu-
tions, in a variety of forms

— Offering access	to savings through loans and with-
drawals on a limited basis to help take down a barrier 
to saving.

While much flexibility is offered under plan designs to-
day, there may be opportunities in the future to provide 
greater flexibility to use savings across different types of 
long-term needs (such as education, retirement savings 
and medical needs) or during a partial retirement.

•	 Support. Support needs to help employees focus on 
their greatest barriers in a way that matches time ex-
pectations. From managing finances to detailed retire-
ment planning, support plays a vital role in moving 
employees toward a successful retirement.

•	 Promotion. Promotion requires capturing an employ-
ee’s attention; think marketing more than just commu-
nication. Often that means appealing more emotion-
ally rather than emphasizing the rational economics of 
saving. Consider appealing to the importance of indi-
vidual saving as a way to protect the family. Or, make 
savings something that the “in crowd” does. The emo-
tional pulls may be influenced by the attributes of the 
generation being targeted.

We have three generations in the workforce, each with 
its own unique needs due to life stages and views that 
grew out of generational influences. Wherever the gen-
erations are, they face challenges to accumulate and man-
age their retirement savings and to know when it is time 
to retire.  
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