SAMPLE SALARY POLICY REVIEW

For Board and Leadership Team Discussion


Salary and Compensation Packages – Food for thought for Social Justice Organizations

Adapted by Margi Clarke at RoadMap Consulting 2012
This tool is a guide to encourage dialogue in social justice groups to develop common understandings and reflect on how values can be embedded in compensation and benefits.  It includes a discussion guide, some core definitions and data drawn from salary surveys.  (Thanks to APEN Asian Pacific Environmental Network for allowing us to adapt and share this model.)
Frameworks:  Information from the National Organizers Alliance indicates the following rating of salary practices.  Organizations may be at different levels of sophistication in their practices depending on the life cycle or finances of the group.  Best practices include a transparent and intentional discussion that would cover the following spectrum:

	Low
	Salary purely individual, only merit increases, all at ED’s discretion or Board discretion for ED.

	Average
	Salary range for position, place on range set at ED discretion, cost of living increases based on budget, steps in union contract, merit in non-union policy.

	High
	Salary range for position, place on range set by objective factors (education, experience), limited annual step increases, cost of living increases negotiated or based on CPI.

	Very High
	All of above, plus more steps, end of year bonus, placement on range can be appealed.

	Best Practice
	Pay based on need, e.g. extra pay for dependents.

	Best Practice
	Limited differential between highest paid and lowest paid, e.g. director cannot make more than 2.5 times the salary of new hire.

	Rare
	Employee must request pay increase in writing to ED


Values Discussion Guide for Compensation and Benefits Packages
Policy and practices around salaries should be grounded in the organization’s values, budget conditions, organizational culture, life cycle of the organization and how compensation relates to other elements of the working conditions and staff development practices.
Some questions can help build common vision and how to balance tradeoffs in cash and non-cash elements of compensation packages.
1) What are the organization’s values with respect to employee compensation? 

a) How does base salary function in conjunction with benefits, work/life balance and the opportunity for personal and professional development in retaining and recognizing staff?  
b) How can the organization ensure that a relatively lower base pay does not exclude individuals with dependent responsibilities from considering employment with the organization?
c) Is employee retention key in accomplishing the organization’s mission and goals? How does compensation fit into other measures that promote retention? How do we want it to reward longevity, experience, skills and/or performance?
2) What are employees’ perceptions of their pay relative to the work they perform and the market for similar jobs with similar skills?  What are priorities in the mix of salary /benefits?

3) How does our organizations want to position itself compared with other non-profit organizations and/or the social justice and organizing community? 

4) What will the basis and timing be for salary increases - for example, will we use across the board COLA, and/or merit raises tied to evaluations? (See Types of Salary Increases) What values are embedded in each kind of raise structure and what is best for our organization? Who will make decisions about individual raises or bonuses?
5) To what extent does the organization’s funding fluctuate from year-to-year? How does the organization’s fiscal planning and resources affect the core compensation policy and potential adjustments over time when budgets may be lean? 
6) When does the organization know how much is available for salaries and/or salary increases for the following year?  Will raises be at start of year, end of year, or on employee anniversary?  Will they be tied to performance evaluations?
7) How can our benefits package reflect our values?  
a) Should we/do we offer ‘family friendly’ options such as dependent health care, extra health savings amounts for families to cover higher out of pocket costs, paid family leave, flex time to attend school functions, etc.

b) Do we offer equivalent benefits for domestic partners as for spouses, making up gaps in insurance or state benefits? Do we treat non birth parents and pregnant mothers the same? What about adoptive parents?

c) What is the mix of generations in the workforce and their preferences for the benefits package: i.e., is pension savings important to everyone, would higher co-pay be ok for younger more healthy employees? How can we administer these types of preferences without being discriminatory?
(See the RoadMap Social Justice Compensation Survey for trends in benefits packages.)
Process questions about how to develop or adjust a Compensation Policy

1. Do the management team and Board personnel committee understand the existing practices?  Does staff understand the framework?  Is there a designated person who can answer questions and make sure the organization is following policies consistently in practice?
2. Should the current salary structure be modified in any way – for example to allow for more management discretion and flexibility in assigning employees to steps and granting salary increases? (See Types of Pay Systems)

3. Should there be a limited differential between the highest paid employee and the lowest paid employee? For example a 2:1 ratio between lowest paid temporary or entry-level worker vs. highest-level senior positions.

4. Assuming the organization wants to continue to use the “step” current salary structure, how will employees be assigned to a step within the range upon hire? (See Step Definitions)

5. How and when will the salary ranges be reviewed and adjusted?  It may be most appropriate to review the salary ranges annually in conjunction with completing the financial plan for the following year, or at least every 2-3 years.  The ranges can then be adjusted taking into consideration financial resources for the organization. Typically, range adjustment would also take into consideration one or a combination of the following items: market data (see note below), inflation/cost-of-living index for your state, comparison to ally groups, etc.
6. How does the existing salary structure need to be modified, if at all, to comply with federal and state laws regarding employment classification (exempt and non-exempt) and minimum wage for exempt status? Under California law, to be exempt from overtime and meal and rest period provisions an employee must perform exempt duties and must earn at least twice the minimum wage (about $33,300 FTE in 2011.)   The salary level is just one element of the test as to whether an employee qualifies as exempt See IRS and CA EDD website for fact sheets.
7. Who can make proposals for changes to the salary and benefits package? How will staff have input?  Who will make final decisions?

Note to Small or New Groups: If your organization is small or just starting out, you may not find this full range of questions relevant.  Consider talking to an ally organization about how their salary policies or benefit package has changed over time. 

Note re: market comparisons of salary and benefits
There is a 2012 survey of Social Justice organization available at www.RoadMapConsulting.org, which covers salary and benefits trends among groups doing organizing and social justice work.

Guidestar and other mainstream non-profit support groups and private Human Resources firm publish annual salary surveys.   These can be expensive but are often available for reference at public libraries, the Foundation Center, non-profit Management Support Centers, College Career center or Volunteer Center in large cities.  You can make copies of the sections most relevant to your organization by budget size, location, position titles, etc.  These tend to cover larger and more social service-oriented non-profits but can be useful benchmarks.

Also see the article about benchmarking techniques at Blue Avocado

http://www.blueavocado.org/content/benchmarking-and-analyzing-salaries-fast-how
 Types of Pay Systems

	Pay System
	Description
	Advantages and Disadvantages



	Seniority Based Pay 
	Pay increases are based upon number of years with the organization and/or within a specific position. May be combined with cost-of-living increases.


	· Objectively based criteria for granting raises.

· Relatively easy to implement with access to external market data.

· Rewards tenure rather than performance-based results.

· Does not motivate for improved performance.



	Skill Based Pay
	Base pay is established using internal and external market data. Pay increases are awarded for demonstrating skills and expertise in a particular area.
	· Should be able to objectively assess employee skills, either through measurement or observation.

·  Can be complex to implement and administer.



	Merit Pay
	Base pay is linked to internal and external market. Pay increases are linked to individual performance results.  Sometimes supplemented by a discretionary bonus plan.
	· Motivates for improved individual performance or desired work results.

· Organization needs to establish and evaluate performance based upon measurable objectives to make merit-based pay increase decisions.  

· Not as effective in rewarding team efforts (can be supplemented by bonuses for teams.)

· In egalitarian organizational cultures, it may be perceived negatively since the key to a successful merit pay program is differentiating among employees based upon performance. 



	Variable Pay
	A variation on merit pay; Employee receives a smaller base salary or no base salary and remainder of compensation is tied to bonus, incentives or commissions based upon subjective or objective measures of performance. 
	· Depending upon plan design can be a strong motivator of desired performance results.

· Most effective in jobs with quantitative and easily measured performance results.

· Plans need to be carefully designed to ensure achievement of desired performance results.

  


Types of Salary Increases

(Source: RoadMap Data Center NOA – Social Justice Salary Survey 2012)
www.RoadMapConsulting.org
Notes: These raises emphasize different values and are administered differently.
· Types 1 & 2 have similar logic of workers having clear expectations for annual raises that are egalitarian - not merit or based on job duties.

· However, those calculated on % basis have effect of compounding base salary and benefiting higher paid workers more than lower paid unless calculated on fixed amount instead of % of salary.

· In most cases, organizations often do not “guarantee” raises and will tie increases to organizational budget or may be linked to individual or departmental performance.

	Type of Increases 


	Groups using this system per 2012 RoadMap survey

	1. Across the Board and/or COLA (Cost of Living Raises) 

These raises are the same percentage to all employees, typically on a fixed date and may be based upon cost of living or other economic indicators and/or the organization’s ability to pay.  Formal COLAs are based upon a cost of living index in each state or a national benchmark and granted as an across the board increase or built into salary range. Note that cost of living is a difficult thing to measure and does not necessarily reflect cost of labor.

Variation is to build cost of living adjustments into annual or every 3 year reviews of the salary ranges and use a different alternative for individual increases.
	70%

	2. Length of Service or Seniority Raises– Increases based upon time in position. This assumes longevity is valued by the organization and that an employee’s value to the organization increases over time. 

	44%

	3. Step raises reflect increasing job duties or longer time of service or experience (and an assumed higher level of skill.   (These are a common type of raise in groups that have formal salary ranges and criteria for hiring process to set starting salary. See sample below)

	60%

	4. Merit or Performance Based – Typically, increase percentages or percentage ranges are established, e.g. an above average performer is eligible for a 5% increase, a satisfactory performer for a 3% increase and an unsatisfactory performer receives no increase. Approach requires a consistent and reliable performance review system.  


	33%

	5. Bonuses – End of year bonuses of a fixed dollar amount or percentage and are often made at year-end only if surplus funds were raised.  Bonuses do not compound into the base salary, which controls budget costs.
	35%


Fair Labor Standards Act Summary

Minimum wage, work hours, overtime pay and record-keeping for employees are regulated by the U.S. Department of Labor - Wage and Hour Division, through the Fair Labor Standards Act (FLSA) and in California by the California Labor Code through the Industrial Welfare Commission.

· Employees who meet the exemption requirements of the FLSA tests are considered “exempt”.  Exempt employees are not required to maintain records of time worked and normally do not receive compensation for overtime.

· Employees who do not meet the exemption requirements of the FLSA tests are considered “non-exempt”.  Non-exempt employees are covered under the wage and hour laws and are compensated for overtime.


The FLSA provides guidelines (“tests”) that help to define executive, professional and administrative employees, as well as outside sales personnel as exempt from coverage under the law, i.e., do not get overtime pay. Under California law, an employee must “customarily and regularly exercise independent judgment and discretion” in addition to performing exempt duties or tasks.
Checklist for Classifying Exempt Employees (California rules)

You would have to answer “yes” to all the questions below and in California the position would have to have a salary of at least $33,300/yr. 2011. See federal definition for exempt employees above. 
This is not meant as legal advice.  Please consult an experienced expert for questions and advice.
Managerial Employees

1. Does the employee manage either your ‘business’ [organization] as a whole, or a recognized and ongoing department or unit of the business?

2. Does the employee customarily and regularly exercise discretion and independent judgment regarding matters of significance to the business?

3. Does the employee direct two or more people on a regular basis with the authority to hire and fire or recommendations to hire and fire and salary actions?

4. Does the employee spend 50% of his/her work time performing managerial duties?
Administrative Employees 
1. Does the employee exercise discretion and independent judgment in the performance of intellectual work directly related to the management practices or the general business operation of the organization?
2. Does the employee assist an owner, manager, or another exempt director, or work under general supervision?
3. Does the employee spend more than 50% of work time performing administrative duties?

Sample Salary Ranges with step system
(See definitions for each step on following page)
	Level & 
Sample Position Titles

	Step 1
	Step 2
	Step 3
	Step 4

	Organization Director

- Executive Director


	n/a
	$63-65k
	65-69
	70-80

	Functional Director

- Development Director

- Operations Director

- Organizing Director (open)

- Bookkeeper 


	n/a
	$43-48k
	46-49
	50-58

	Program Manager/Senior Staff Level*
- Lead Organizer

- Special Projects Coord.


	n/a
	39-41
	42-44
	45-47

	Program Associate Level
- Organizer

- Development Associate


	$29-31k
	34-36
	36-38
	38-40

	Program Support

- Administrative Assistant

- Clerical Support

- Organizer Trainee 
	$25-27k


	28-30
	31-33
	34-36


*Exempt employee minimum salary 2011 $33,300. See definition for exempt employees.
Salary Structure Guidelines:

· New employees will be hired into the appropriate Step based upon the Executive Director and/or Program Director’s assessment of the new hire’s experience, skills, knowledge, and ability as they relate to the position.

· Periodically (at least every 3 years) the salary structure will be reviewed against relevant market data using The Management Center Wage and Benefit Survey, and other survey data if appropriate, as well as cost-of-living indicators from the Bureau of Labor Statistics. If appropriate, adjustments may be made to the Salary Ranges and Steps.  If the ranges are adjusted, staff will be informed of the new salary structure.  
· On an annual basis, typically mid-year, employees may receive a salary increase to the appropriate Step based upon the Executive Director and/or Program Director’s assessment of the employee’s skills, knowledge and abilities relevant to their position. 

Sample Step Definitions:
(Adjust these to meet your organizations expectations for each level)

	Step 1
	Employee has 6 months or less experience in a comparable position, and/or 

Employee requires close supervision in performing most or all of job functions, and/or

Employee is able to satisfactorily perform only the most routine job functions.



	Step 2
	Employee has at least 1-3 year experience in a comparable position, and/or

Employee requires close supervision in performing some but not all of job functions, and/or  

Employee is able to satisfactorily perform routine job functions.



	Step 3
	Employee has at least 3-5 years experience in a comparable position, and/or

Employee requires minimal supervision in performing routine and non-routine job functions, and/or  

Employee is able to satisfactorily perform routine and non-routine job functions and/or

Employee initiates a few work activities. 



	Step 4
	Employee has at least 6 years experience in a comparable position, and/or

Employee works independently in all job functions, and/or  

Employee is able to satisfactorily perform the most complex job functions and/or

Employee initiates nearly all of his or her work activities.
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This memo is free and can be adapted per creative commons guideline: Attribute (you must attribute the author), Noncommercial use only, Share Alike (if you adapt or build on this work you can distribute under license identical to this one). See Creative Commons: http://creativecommons.org/licenses/by-nc-sa/2.5/legalcode
Based on which systems your organization uses, write a narrative for the policy manual and get it approved by your Board.
Sample text: Salary Administration Policy #1 
The salary administration program at ORG was created to achieve consistent pay practices, to comply with federal and state laws, to offer competitive salaries within our labor market, and to recognize increasing levels of skills, experience and abilities. Because recruiting and retaining quality employees is critical to achieving our goals, ORG is committed to paying its employees equitable wages that reflect the requirements and responsibilities of their positions and are comparable to the pay received by similarly situated employees in other organizations in the area.  The salary structure is reviewed annually and may be adjusted depending upon a variety of factors including the organization budget, salary data on pay practices of comparable employers, and cost of living adjustments.  

Employees with satisfactory performance, as determined by the Executive Director and/or Program Director are eligible for step increases, typically effective July 1 of each year. The amount of the increase varies depending upon the salary structure approved by the Board for the calendar year and the employee’s skills, knowledge and abilities as outlined in the Step definitions. Employees will be advised of any changes in the salary structure.
Sample text: Salary Administration Policy #2: 

Staff salary levels generally will be determined according to years of service to the organization. Each full-time employee will have a salary “point” that will correspond to a salary level. Following the completion of each year of service…each staff member will receive an additional point along with an annual cost of living adjustment equal to the inflation rate for the previous year… Employees may start work at the organization with additional salary points in order to reflect… prior relevant work experience and/or prior relevant life experience, relevant educational experience, and familial responsibilities…If a new staff ember has to care for children or other family members, they can earn an additional salary point…Whenever a new staff member is hired, the hiring committee must recommend to the Staff Collective the appropriate number of starting salary points. 
 

Sample text: Salary Administration Policy: #3 (Union)
(Each) position…will be assigned (a) salary band… For newly hired employees, the assigned entry level percentage shall be between 100% and 125% of the base salary for his/her band, depending upon prior ORG employment, prior work experience and essential, job-related skills. The ORG shall set this percentage…and the Union may challenge the decision… through the grievance arbitration procedure…Employees, both full and part-time, shall earn longevity increments within their salary band at the rate of 1% per fiscal year… In addition, it is agreed that it is the goal of the parties that increases in the base salary should equal the increase in the cost of living… At minimum, the annual increase in the base salary shall be the following (in year one at least 3%, in year two at least 2.5%, in year three at least 2.5%.)
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