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ERI UPDATE
Quarterly Notes for ERI Subscribers

Cloud-Based Assessors Now Available

In addition to the recent release of the cloud-based Nonprofit
Comparables Assessor™ and Occupational Assessor® (for
FLSA overtime analyses), ERI is pleased to introduce a new
function to the cloud-based Salary Assessor®. The Advanced
Reports tab allows users to create highly customizable reports
designed to ease the extraction of large volumes of data. Subscribers may view data for multiple job titles in various locations
reported by years of experience, revenue, and level in one table.
Data may be further refined for base or incentive compensation
and desired pay period. Also, job descriptions for each title are
automatically exported to ease the job matching process.
Pre-saved lists of job titles and locations (previously created in
the Benchmark List or Geographic List) may be quickly loaded
into the Advanced Reports tab. Utilizing the import function, a
user can also upload a spreadsheet containing an organization’s
job titles and locations. Hundreds of Salary Assessor data points
may be extracted in three easy steps: 1) upload job/location lists,
2) pull uploaded lists into the Advanced Reports tab, and 3) export the resulting file to an Excel spreadsheet. Please contact ERI
by email at info.eri@erieri.com or by phone at (800) 627-3697
for more information about our new cloud-based products.

Salary Budgets at 3% for 2014

ERI’s Salary Increase Survey utilizes multiple sources of
data to report budget and structure projections, including usersubmitted estimates (ERI subscribers can get complimentary reports by completing the questionnaire, while others can purchase
the report at a reduced rate for participation), historical increase
rates, job function differentials, and economic factors like local
unemployment rates. For this analysis, we focused on the raw
participant inputs. The 2013-2014 salary increase survey became
available starting in late August of 2013; as such, this analysis
is restricted to data submitted after that point. Additionally, this
general analysis includes all industries and areas rather than specific industrial and geographic data, as shown in the report. Two
criteria were used for exclusion from the analysis: a) no zero
values and b) obvious invalid entries (e.g., 54% increase). This
resulted in removal of fewer than 7% of the inputs.
As seen in the table below, the average salary increase budget
reported was 2.96%. Breaking this down by employee group
reveals an average of 2.88% for general employees, 2.97% for
professional employees, and 3.04% for executives. When looking at the data for structure changes, there were fewer (23%) inputs than for budget. Given that many practitioners are primarily
interested in budget figures, this pattern was not surprising. The
average structure movement was estimated at 2.30%.
General

Professional

Executive

Overall

Budget

2.88%

2.97%

3.04%

2.96%

Structure

2.27%

2.31%

2.32%

2.30%

In addition to budget and structure estimates, we also gather
data regarding the time interval between increases, as well as
percentages of employees eligible for an increase. Almost all respondents (98.5%) indicated 12 months as the standard interval
between salary increases. Regarding eligibility, results indicated
that most employees would be receiving a salary increase in the
coming year, with an average of 87.7% eligible compared to
14.7% of employees for whom salaries had been frozen.
Although salary increases have failed to return to the days of 4%
budgets, these numbers are a slight to moderate gain over last
year’s figures at this time. As an evergreen report, the Salary Increase Survey reports 12-month projections from the planning
date provided and is available for participation and purchase
year-round at http://salary-surveys.erieri.com/?fuseaction=Mer
itIncreaseSurvey.Main.
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ERI SALARY SURVEYS
Extended Participation Deadline

Health Care Benefits Benchmarking
Survey Now Available

We have extended the submission period to April 11 for all of
ERI’s 2014 compensation surveys. Survey participants will continue to receive a 50% discount toward the purchase of the full
survey report in which they participate, plus a free electronic
copy of the survey’s Executive Summary. Results of our compensation surveys will be released in August. To submit your
organization’s data, simply click on the survey title via http://
salary-surveys.erieri.com. We offer an online submission option
or a downloadable Excel or PDF version of the questionnaire
on each respective survey description page. Assessor Series®
subscribers who participate in a survey via ERI’s Platform Library® will receive a free PDF copy of the results. (Participation
discounts do not apply to Assessor Series subscriptions.) If you
have already submitted data for your industry, consider participating in one of the job function or combined industry surveys.
By participating in ERI’s compensation surveys, you not only
strengthen the data in the surveys, but also contribute to the quality of our Assessor Series datasets.

The 2014 Health Care Benefits Benchmarking Survey provides a timely and accurate measurement of health care plan
costs that can serve as a valuable reference when considering
plan changes and cost-saving strategies. The report features sections on general benefits practices, general features of medical
coverage, and co-payment requirements, as well as prescription
drug plans, dental benefits, vision benefits, and more. Data are
presented by organization sector, industry group, organization
size (number of employees), and geographic region.
A recent survey conducted by the Society of Human Resource
Management (SHRM) shows that HR professionals have been
acutely aware of the impacts of rising health care costs since
2005 (see www.shrm.org/Research/FutureWorkplaceTrends).
According to the 2013 biennial report, employee health care
coverage was again rated as the top issue expected to have a major impact on the workplace over the next five years. Following
suit, federal health care legislation was rated as the second most
important trend to monitor.

Benchmark Compensation Data

More than 125 industry-specific and job function compensation surveys by ERI Salary Surveys will be released in August.
These traditional surveys report up to three sources of employerprovided data per job title: participant data (collected via survey questionnaire), digitized public records, and ERI’s Assessor
Series databases. Each survey has salary information for approximately 100 benchmark jobs ranging from support staff to
executive positions. Compensation data are reported as annual
base salary, incentive/variable pay, and total direct compensation
shown in means, medians, and percentiles. A job description, a
graph with a trend line and data points, and the Selected Characteristics of the Occupation (optional) are also included for each
benchmark position. Industries available in US surveys include
energy and mining, manufacturing, retail, services, transportation, utilities, and more, plus over 30 nonprofit activity areas.
Over 30 Canadian for-profit industry surveys will also be released this year. Ranging in price from $589 to $789, our surveys provide current, affordable data and may be purchased with
national or regional results.

Health Care Benefits Benchmarking Survey results over the
past few years have highlighted such concerns. Employers, particularly small businesses, have implemented less expensive
health care options. Rather than offering changes in traditional
plans, many employers have shifted to High Deductible Health
Plans (HDHP) with a Health Savings Account (HSA). Other employers have simply reduced benefit levels overall by increasing
employee contributions, deductibles, co-payments, coinsurance,
and out-of-pocket maximums. Cost management strategies such
as disease management, health promotions, and wellness programs have also been used by many employers to counter increasing costs.
Given the recent attention paid to benefits management by HR
professionals, combined with new legislation under the Patient
Protection and Affordable Care Act and potential penalties and
fees for employers, it stands to reason that executive and financial leadership will have a heightened interest in benefits decisions in 2014 and beyond. Benchmarking health plan costs and
practices with other employers in the external marketplace is the
first step in evaluating the effectiveness of current strategies or
potential changes.

Benefits in Nonprofit Organizations

The 14th edition of the Benefits in Nonprofit Organizations
survey will be released in July. The 2014 report continues coverage on medical, prescription, and dental costs, plus life/disability
benefits, retirement plan practices, paid leave, and other benefits
such as executive perquisites in nonprofit organizations. This
survey provides nonprofits with an inexpensive reference needed
to compare current benefits offerings with those of other organizations in the US. Data are reported by range of services, activity
area, geographic region, and organization size.
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The annual Health Care Benefits Benchmarking Survey assists employers in making competitive decisions about their offerings. Participation for the seventh edition of the survey was
solicited from US employers in the public, private, and nonprofit
sectors, as well as government entities. For more information
and a full participant list, visit http://salary-surveys.erieri.com.
The survey is available for $389 and may be purchased online or
by calling 877-210-6563.
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EXECUTIVE COMPENSATION
Annual Pay for Performance and TSR

A number of factors affect the alignment of incentive plans and
business performance. The long-standing adage pertaining to
pay-for-performance plans is to keep them simple and provide a
direct line of sight to the results (e.g., those participating in the plan
should have “control” in achieving the results). For the top 100
companies in this study, we analyzed how many measures were
used in the NEIPs and which measures were the most prevalent.
Companies need to strike a balance between having too many and
too few measures, as either extreme can lead to misalignment of
business results.

In tandem with recent economic growth, some executive pay-forperformance plans are resulting in payouts above target. This ERI
whitepaper examines the magnitude of these payouts relative to
the longer term sustainable performance indicator of the three-year
Total Shareholder Return (TSR). Medium-sized companies, with
market capitalization of $1 billion to $5 billion across all industry
segments, are used in our analysis. As part of the analytics rigor,
mean and median Non-Equity Incentive Plan (NEIP) payouts are
compared between two groups: the 100 companies with the highest
NEIP payouts and the remaining mid-cap companies referred to as
“Other.” Financial analytics from 10-K filings are calculated and
reviewed as part of the holistic compensation research conducted
for this paper. We also provide insight into the performance
measures used by these top 100 companies.

# of Companies

NEIP Measures

Median CEO NEIP payout in 2012 for the top 100 companies was
90.18% above target, and the mean was 150.01%. The median
CEO NEIP payout for the rest of the mid-caps was exactly at target,
while the mean was 4.46% below target. The percent difference
between the median and mean results for the NEIP payouts and Net
Income were greater for the Other group, -20.62% and -22.35%
respectively. The top 100 companies’ NEIP actual payout as a
percent of net income has a median value of 1.33%, almost double
the 0.70% median value for the Other companies.

# of Measures

The non-financial measures were generally characterized as
individual and/or strategic goals, which included objectives
such as IT infrastructure, succession planning, customer service,
research and development, as well as safety and quality. For the
financial measures, we further clustered them into more granular
categories.

When analyzing the TSR for both one year and three years, as of
fiscal year end 2012, research showed that the top 100 companies
achieved slightly smaller TSR values over one year than the Other
group of companies. Yet, the top 100 achieved higher TSR values
over the longer three-year period.

The most prevalent type of financial measure is Earnings Per
Share (EPS) and other ratios such as Return On Invested Capital
(ROIC), Return On Equity (ROE), and Return On Assets (ROA),
followed by revenue, operating income, net income, cash flow, and
Earnings Before Interest, Taxes, Depreciation, and Amortization
(EBITDA). In the Other financial category, the measures were
industry specific or unique to a company’s short-term goals, such
as expense/unit to working capital as % of sales, access to capital
markets, and balance sheets. Surprising in these overall findings is
the use of EPS and ratios for short-term results since they generally
are more effective for measuring longer-term performance over
multiple periods.

TSR (%)

TSR Analytics

Mean Value
Median Value

Top 100
Other
TSR 1 Year

Top 100
Other
TSR 3 Year

Summary
The top 100 mid-cap companies with the highest NEIP payouts
also achieved higher three-year TSR values than the 252 Other
companies included in the study. Effective short-term measures
that correlate with long-term metrics like TSR can be invaluable
in demonstrating to key constituents that executive compensation
programs are aligned with their interests.

The percentage difference for medians for one-year TSR was
slightly higher, by 5%, for the Other group than for the top 100
companies. The median three-year TSR for the top 100 group was
18.16%, while the median value for the Other group was 13.18%,
resulting in a percentage difference that was 38% higher. This
analysis supports investors’ preferences and board members’ need
to demonstrate short-term results to be directly linked to longterm sustainability of business performance. The higher annual
NEIP payouts for the top 100 companies are accompanied by
corresponding higher three-year TSR results based on this study.
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To read the full version of this whitepaper, please see www.erieri.
com/PDF/CEONEIPPayoutsFeb14.pdf.
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NONPROFIT PAY & UPCOMING EVENTS
States Target Nonprofit Executive Pay

Public Webinars

For more information, see www.erieri.com/Webinars.

Should nonprofit executives “volunteer” a part of their compensation (by receiving a discounted salary) because they work for
a charitable organization? Alternatively, is a “high” salary important to attract the kind of talent needed to achieve the purpose
of the nonprofit? The IRS says that pay must be reasonable and
that salary data on comparable jobs in comparable organizations
must be used to document that what is paid is appropriate. However, some states are moving to supplement that IRS scrutiny at
the federal level with some limits on salaries for nonprofits at the
state level. (Read more on this discussion at www.cbiz.com/page.
asp?pid=10098.)

Designing Executive Compensation Packages
This webinar is an introduction to executive compensation
focusing on topics applicable to publicly traded corporations. It
will cover total compensation elements and include base salary,
short-term incentives, long-term incentives, deferred plans,
benefits, and perquisites. We will discuss the objectives of these
programs, cover the related SEC and IRS rules, and establish a
framework for planning executive total compensation, which will
include project management, benchmarking, and analysis. We will
review effective performance measurement relative to incentive
plan designs, discuss types of equity and deferred plans, and
introduce related tools for enabling the planning process.

When nonprofits are funded by state grants and contracts, proponents of executive salary caps say that taxpayers should not pay
high salaries. As in the private sector, there is concern that executive pay is too high as a multiple of the average worker’s pay,
although it seems unlikely that an executive salary cap will cause
other salaries to increase. Other advocates of salary caps contend
that they will reduce the state’s costs and that additional money
needed for the executives can be funded from other sources, like
federal grants or private donations. However, critics say that pay
limits would make it much more difficult for nonprofits to hold
onto top executives and recruit qualified new ones. If a high salary results in higher revenue for the organization, they contend
it is money well spent.

April 29, 2014 – 9:00 AM - 10:30 AM (PDT)
June 17, 2014 – 9:00 AM - 10:30 AM (PDT)

Subscriber Webinars

For more information, see www.erieri.com/ConferenceCalls.
Geographic Assessor Training - Installed Edition
April 8, 2014 – 9:00 AM - 10:00 AM (PDT)
May 1, 2014 – 9:00 AM - 10:00 AM (PDT)
June 5, 2014 – 9:00 AM - 10:00 AM (PDT)

While the debate about state regulations continues, some of the
organizations that pay the highest salaries, such as hospitals,
may not be affected, as their revenues may come from the federal
government or from private philanthropy rather than state funds.

Geographic Assessor Training - Cloud-Based Edition
May 6, 2014 – 9:00 AM - 10:00 AM (PDT)
Executive Compensation Assessor Training - Installed Edition
April 17, 2014 – 8:00 AM - 9:00 AM (PDT)
May 15, 2014 – 8:00 AM - 9:00 AM (PDT)
June 27, 2014 – 8:00 AM - 9:00 AM (PDT)

Currently, New York and New Jersey actually have some regulations in place, setting salary caps on nonprofits that receive state
revenues. In Massachusetts, legislation has been proposed, and
the Attorney General (AG) has issued several reports on high
pay which illustrate the state’s concern. In Florida, legislation
was also discussed but not enacted.

Executive Compensation Assessor Training - Cloud-Based Edition
May 20, 2014 – 8:00 AM - 9:00 AM (PDT)
Relocation Assessor Training - Installed Edition
April 24, 2014 – 8:00 AM - 9:00 AM (PDT)
June 19, 2014 – 8:00 AM - 9:00 AM (PDT)

The different existing regulations and legislative proposals contain a lot of details which must be considered to fully assess the
impact of a cap on nonprofit salaries. As the Massachusetts AG’s
report suggests, “nonprofit compensation committees … should
consider their charitable mission, how the executive pay compares to other workers’ salaries, and take into account the amount
of public support the nonprofit receives from its tax-exempt status.” Legislators in many states, as well as IRS regulators, are
watching closely as these compensation decisions are made.

Relocation Assessor Training - Cloud-Based Edition
May 22, 2014 – 8:00 AM - 9:00 AM (PDT)
Salary Assessor Training - Installed Edition
April 10, 2014 – 8:00 AM - 9:00 AM (PDT)
May 8, 2014 – 8:00 AM - 9:00 AM (PDT)
June 12, 2014 – 8:00 AM - 9:00 AM (PDT)
Salary Assessor Training - Cloud-Based Edition
April 8, 2014 – 8:00 AM - 9:00 AM (PDT)
May 13, 2014 – 8:00 AM - 9:00 AM (PDT)
June 10, 2014 – 8:00 AM - 9:00 AM (PDT)

Read more about this debate and an analysis of nonprofit executive pay in various states from ERI’s Nonprofit Comparables
Assessor at www.erieri.com/Blog/post/2014/01/24/States-Target-Nonprofit-Executive-Pay.
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