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3 More Studies Forecast 2008 Pay Increases at 3.8%

Three surveys forecast 2008 planned salary increases at 3.8%, keeping in line with previous studies, including RSS’s own merit increase predictions.

Salary increases range from 3.8% for nonexempt employees to 4.3% for executives, according to Compensation Planning for 2008 from Buck Consultants. This survey found that the largest proportion of salary increase spending is in merit pay, with merit budgets representing about 75% of salary increase spending. Average planned merit increases for 2008 ran from 3.1% for nonexempt employees to 3.6% for CEOs.

The Buck Consultants survey breaks out average total salary increases by industry and employee group. It found, for example, that nonexempt employees are forecast to receive a 3.8% increase in 2008 (see Table 1), while professional exempt and managers are predicted to receive a 3.9% increase. 

The entertainment field plans on lower increases than other industries; managers, professional exempt, and nonexempt are slated for 3.6% increases, while executives and directors are forecast for 3.8%.

The energy/utilities field forecasts 4.4% raises across the board for all employee groups, while the life sciences industry plans 4.3% for all groups.

Merit increases have declined in the Buck Consultants survey. Actual 2006 merit increases ran from 4.3% for executives to 3.8% for nonexempt (see Table 2). The target merit increases for 2007 was an average 3.2% for executives and 3% for nonexempt employees. The planned 2008 merit increases are 3.4% for executives and 3.1% for nonexempt and exempt employees.

Paying a Little for Performance

Performance does matter; 86% of companies said they consider individual performance when determining the size of merit increases, according to the Buck Consultants survey. Slightly more than half (55%) of organizations said they use a five-point performance rating scale and said the average award for the top performer was 3.5%. In comparison, the next two performance levels—which comprise three-quarters of all employees—received 2.8% increases.

This is a relatively small differentiation for top-performing employees. Bonuses and lump sum amounts are offered by 40% of organizations. At companies offering lump sum payments, the majority of employees are eligible to receive one. However, only a small percentage of those actually get a lump sum payment, ranging from 1.6% of nonexempt to 3.4% of executives. The payment also tends to be small. As part of base pay, the average amount is 2.4% for nonexempt, 2.7% for professional exempt, 2.8% for managers and directors, 3.2% for executives, and 3.4% for CEOs.

Market-Level Pay

How important is market-level pay? When it comes to professional exempt employees, 73.7% of companies in the Buck Consultants survey aim to pay at the 50th percentile of the market rate. However, only 53.1% aim to pay at market rate for total cash compensation, while 22.8% try for between the 50th and 75th percentile. Only 3.5% have no target position for base pay.

Incentive Pay 

There are five types of short-term incentive plans that are common, according to the Buck Consultants survey. Business unit incentives are the most prevalent for executives, directors, and managers (see Table 3). Individual-oriented incentives are slightly more frequently used for exempt and nonexempt employees, although business unit incentives are a close second. Group/team incentives and gainsharing are the least likely to be used.

Out of the 415 companies in the Buck Consultants survey, 174 use short-term incentive plans. The planned short-term incentive payout for 2008 averages 7.5% for nonexempt employees, 15% for exempt, 19.2% for managers, 27% for directors, 46.5% for executives, and 76.6% for CEOs.

Salary.com Increase Survey

The National Salary Budget Survey from Salary.com finds that pay increases will be 3.8%, the same as in 2007 (see Table 4). The study found that 64% of companies plan no change in salary budgets for next year, while 26% do plan an increase and 10% expect a reduction.

This survey includes three components to its increases: cost-of-living adjustment (COLA), merit increases, and equity/market adjustments, which are intended to bring a salary to the estimated competitive market level.

Sibson Consulting 

A third survey, Annual Compensation Planning Analysis: 2007-2008, from Sibson Consulting, predicts similar increases, with 3.9% for executive staff, 3.9% for exempt white-collar workers, and 3.7% for nonexempt—the same as in 2007 (see Table 5). 

The study also forecasts salary range adjustments of 2.7% for nonexempt and 2.8% for exempt and executives. Increases in certain industries are expected to be higher than average; for example, in the health-care arena, salary increases are anticipated to be 4.2% for executives, 3.9% for exempt, and 3.8% for nonexempt.

Purchase Information

Compensation Planning for 2008 from Buck Consultants is available at Buck Consultants, 500 Plaza Drive, Secaucus, NJ 07096; 800-887-0509; www.buckconsultants.com. Cost: $200.

The 2007-2008 National Salary Budget Survey from Salary.com is available at www.salary.com; 800-573-7781; e-mail surveys@salary.com. Cost: $100.

The Annual Compensation Planning Analysis: 2007-2008 from Sibson Consulting appeared in the October 2007 issue of Perspectives and can be found online at www.sibson.com under "publications." Cost: free.

	Table 1. Planned 2008 Salary Increases, by Industry
	
	
	
	
	
	

	
	
	
	
	
	
	

	  
	  
	  
	  
	Professional
	  
	 

	  
	Executives
	Directors
	Managers
	Exempt, IC
	Nonexempt,IC
	 

	Associations and other nonprofits
	3.9%
	-
	3.8%
	3.9%
	3.9%
	 

	Energy/utilities
	4.4
	4.4
	4.4
	4.4
	4.4
	 

	Entertainment
	3.8
	3.8
	3.6
	3.6
	3.6
	 

	Financial services
	5.0
	4.6
	4.1
	3.9
	3.8
	 

	Governmental/quasi-governmental
	4.1
	4.0
	4.0
	3.8
	3.8
	 

	Health-care providers & services
	4.2
	3.9
	3.9
	3.9
	4.0
	 

	High technology
	4.3
	4.0
	3.9
	3.8
	3.8
	 

	Life sciences
	4.3
	4.3
	4.3
	4.3
	4.3
	 

	Manufacturing/materials
	3.8
	3.8
	3.7
	3.7
	3.7
	 

	Retail/wholesale
	4.5
	3.9
	3.9
	3.8
	3.6
	 

	Services
	4.2
	4.2
	4.1
	4.1
	4.0
	 

	All industries
	4.3
	4.1
	3.9
	3.9
	3.8
	 

	 
	 
	 
	 
	 
	 
	 

	(Source: Buck Consultants)
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Table 2. Average Merit Pay Increases
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Actual 2006
	Average
	 
	 
	 
	 
	 

	  CEO
	4.9%
	 
	 
	 
	 
	 

	  Executives
	4.3
	 
	 
	 
	 
	 

	  Directors
	4.1
	 
	 
	 
	 
	 

	  Managers
	3.9
	 
	 
	 
	 
	 

	  Professional exempt, individual contrib.
	3.9
	 
	 
	 
	 
	 

	  Nonexempt, individual contributor
	3.8
	 
	 
	 
	 
	 

	Target 2007
	Average
	 
	 
	 
	 
	 

	  CEO
	3.5
	 
	 
	 
	 
	 

	  Executives
	3.2
	 
	 
	 
	 
	 

	  Directors
	3.0
	 
	 
	 
	 
	 

	  Managers
	3.0
	 
	 
	 
	 
	 

	  Professional exempt, individual contrib.
	3.0
	 
	 
	 
	 
	 

	  Nonexempt, individual contributor
	3.0
	 
	 
	 
	 
	 

	Planned 2008
	Average
	 
	 
	 
	 
	 

	  CEO
	3.6
	 
	 
	 
	 
	 

	  Executives
	3.4
	 
	 
	 
	 
	 

	  Directors
	3.2
	 
	 
	 
	 
	 

	  Managers
	3.2
	 
	 
	 
	 
	 

	  Professional exempt, individual contrib.
	3.1
	 
	 
	 
	 
	 

	  Nonexempt, individual contributor
	3.1
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	(Source: Buck Consultants)
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Table 3. Prevalence of Short-term Incentive Plans, by Employee Group
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	Percent of Total
	 
	 
	 
	 
	 

	CEO
	 
	 
	 
	 
	 
	 

	  Combination business unit & group/individual incentives
	31.0%
	 
	 
	 
	 
	 

	  Business unit incentives
	31.0
	 
	 
	 
	 
	 

	  Individual-oriented & discretionary bonus plans
	15.7
	 
	 
	 
	 
	 

	  Group/team incentives
	3.1
	 
	 
	 
	 
	 

	  Gainsharing
	0.8
	 
	 
	 
	 
	 

	Executives
	 
	 
	 
	 
	 
	 

	  Business unit incentives
	41.8
	 
	 
	 
	 
	 

	  Combination business unit & group/individual incentives
	27.2
	 
	 
	 
	 
	 

	  Individual-oriented & discretionary bonus plans
	19.2
	 
	 
	 
	 
	 

	  Group/team incentives
	4.2
	 
	 
	 
	 
	 

	  Gainsharing
	1.1
	 
	 
	 
	 
	 

	Directors
	 
	 
	 
	 
	 
	 

	  Business unit incentives
	40.6
	 
	 
	 
	 
	 

	  Combination business unit & group/individual incentives
	22.2
	 
	 
	 
	 
	 

	  Individual-oriented & discretionary bonus plans
	19.5
	 
	 
	 
	 
	 

	  Group/team incentives
	5.7
	 
	 
	 
	 
	 

	  Gainsharing
	0.8
	 
	 
	 
	 
	 

	Managers
	 
	 
	 
	 
	 
	 

	  Business unit incentives
	42.1
	 
	 
	 
	 
	 

	  Individual-oriented & discretionary bonus plans
	21.1
	 
	 
	 
	 
	 

	  Combination business unit & group/individual incentives
	20.7
	 
	 
	 
	 
	 

	  Group/team incentives
	6.1
	 
	 
	 
	 
	 

	  Gainsharing
	1.5
	 
	 
	 
	 
	 

	Professional exempt, individual contributor
	 
	 
	 
	 
	 
	 

	  Individual-oriented & discretionary bonus plans
	29.5
	 
	 
	 
	 
	 

	  Business unit incentives
	24.5
	 
	 
	 
	 
	 

	  Combination business unit & group/individual incentives
	16.5
	 
	 
	 
	 
	 

	  Group/team incentives
	7.7
	 
	 
	 
	 
	 

	  Gainsharing
	2.3
	 
	 
	 
	 
	 

	Nonexempt, individual contributor
	 
	 
	 
	 
	 
	 

	  Individual-oriented & discretionary bonus plans
	21.1
	 
	 
	 
	 
	 

	  Business unit incentives
	20.3
	 
	 
	 
	 
	 

	  Combination business unit & group/individual incentives
	11.5
	 
	 
	 
	 
	 

	  Group/team incentives
	7.7
	 
	 
	 
	 
	 

	  Gainsharing
	3.4
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	(Source: Buck Consultants)
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Table 4. Four Types of Planned Increases for 2008
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	   
	General 
	Merit
	Equity/Market
	Total
	 
	 

	Scope
	Increase
	Increase
	Adjustment
	Increase
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Executives
	3.3%
	3.7%
	1.5%
	3.9%
	 
	 

	Other managers
	3.3
	3.6
	1.3
	3.8
	 
	 

	Exempt (nonmanagers)
	3.3
	3.6
	1.3
	3.8
	 
	 

	Nonexempt
	3.2
	3.5
	1.3
	3.8
	 
	 

	 
	 
	 
	 
	 
	 
	 

	(Source: Salary.com)
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Table 5. Average Increases in Salary Budgets for All Industries, by Broad Job Classification
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	2006
	2006
	2007
	2007
	2008
	 

	 
	Projected
	Actual
	Projected
	Actual
	Projected
	 

	Executive
	3.8%
	3.8%
	3.8%
	3.9%
	3.9%
	 

	Exempt
	3.7
	3.7
	3.7
	3.9
	3.9
	 

	Nonexempt
	3.6
	3.6
	3.6
	3.7
	3.7
	 

	 
	 
	 
	 
	 
	 
	 

	Average Salary Range Adjustments
	 
	 
	 
	 
	 
	 

	 
	2006
	2006
	2007
	2007
	2008
	 

	 
	Projected
	Actual
	Projected
	Actual
	Projected
	 

	Executive
	2.6
	2.7
	2.7
	2.8
	2.8
	 

	Exempt
	2.6
	2.6
	2.7
	2.7
	2.8
	 

	Nonexempt
	2.6
	2.6
	2.7
	2.6
	2.7
	 

	 
	 
	 
	 
	 
	 
	 

	(Source: Sibson Consulting)
	 
	 
	
	
	
	


