
Interactive Exercise 
Course 82: Creating a Market Competitive Salary Structure 

 
 
 

We begin by selecting ERI's Salary Assessor. 
 
 

 
 

 
 
The Job Report tab’s Salaries By Experience/Size module will display. Salaries By Experience/Size 
displays base salary, incentive, and total compensation data depending on the selection. Market rates are 
shown based on job title, industry, organization revenue size, and location. Adjustments can be made for 
education level, skills, certifications, direct oversight and shift work. 
 



 
 
 
Since we will need market data for multiple jobs, select the Benchmark List tab at the top of the screen 
next to the Job Report tab. 
 

 
 

 
 

 
 
 



To refine the market data based on your organization’s location, industry, organization revenue, and 
salary planning date, adjustments will need to be made in the fields to the left of the Benchmark List 
module. Select the Browse button below Area. 
 

 
 

 
The Browse Areas box will display. You may scroll through the list of areas in the database or begin 
typing “Pittsburgh, Pennsylvania” in the Area Name field. When ”Pittsburgh, Pennsylvania” is highlighted 
in the list, press the OK button to return to the Benchmark List module. 
 

 



Next, select the Browse button below Industry. 
 

 
 

 
In the Industries box, select Construction. Then select 1500 – Building Construction and it will be 
highlighted in green. Now press the OK button to return to the Benchmark List module. 
 

 
 
 
The desired location and industry have been selected. Enter “1,000,000,000” in the Analysis Based on 
Revenue field and use today’s date in the Salary Planning Date field. (Data is periodically updated so if 
you are following along with the SA, the numbers you see may not be exactly the same as those 
displayed in this exercise, even if you set the date to the one in the screen shots.) 
 



 
 

 
 
The Benchmark List module now reflects your company’s location, industry, revenue, and a salary 
planning date. Now, we will enter the list of benchmark jobs. Select Add Job. 
 

 
 

 
The Browse Jobs box will appear. You may scroll through the list of job titles, or you may begin typing 
“Construction Helper” in the Search field. When it is highlighted in the list, press OK to return to the 
Benchmark List module. 
 



 
 

 
This job now appears in the benchmark list. Note that there is a column for mean salary. The median is 
often preferred by compensation professionals as a measure of the market and is the middle salary of the 
data set, or the 50th percentile. The mean, on the other hand, includes all base salaries in a data set, 
including high and low outliers, so it may be skewed. 
 
To change any of the percentiles, such as to change Mean to Median, select Percentiles and the Modify 
Percentiles box pops up.  
 

 
 

 
 



In the Average column, you would change “Mean” to “Median” and press OK. You will also notice that the 
Low and High Percentile columns may be adjusted too. However, for this exercise we will not make any 
changes and continue using the Mean. 
 
 

 
 
 
We are analyzing base pay in this exercise and since the base salaries and midpoints will be based on 
market base pay, make sure “Base Salaries” is selected in the Compensation Type dropdown. Also, 
ensure that Experience Levels is set at “Default”. 
 

 
 

 
 

Now, add the remaining jobs to the Job Title column so all eight jobs are priced at the market average. 
 



 
 

 
Select Choose Columns and confirm that Job Title, Actual Salary, Market Index, and Analysis Type are 
selected. Then press OK. The Actual Salary column can be used to enter the organization’s salary range 
midpoints or actual salaries, and the Market Index column will automatically calculate the ratio of the 
salary range midpoints or actual salaries to the market mean. The Analysis Type column displays the 
average experience level used to derive pay midpoints for a job. 
 

 
 

 



We can compare the market data of our benchmark jobs against the organization’s existing salary 
structure using the organization-specific base salary range midpoints. Put your cursor in the first cell in 
the Actual Salary column and type in the Construction Engineer job’s salary range midpoint of “$109,000” 
(this is calculated 5% below the survey market midpoint).” A number appears in the Market Index column 
that represents the ratio of the base salary range midpoint to the survey mean. A number less than 1 
indicates that the job is being paid under the market midpoint, and a number greater than 1 indicates it’s 
being paid above the market midpoint. For example, since Erie Construction has a salary structure that is 
5% below market, we would expect the ratios of the company’s salary range midpoints compared to the 
market mean to be close to 0.95. Enter the midpoint data for all other benchmark positions in the Actual 
Salary column to check the midpoint ratios.  
 

 
 

 
 
To save the current table, press the Save icon, name the list, and then Save. 
 



 
 
 
We have completed an analysis of the midpoints of the organization’s current salary structure. Next, we 
would like to analyze the actual average base pay for each benchmark position and how it compares to 
the market. So, we will enter the average salaries that the organization actually pays for each position. 
Put your cursor in the first row of the Actual Salary column and replace the midpoint you entered earlier 
with the average actual pay for Construction Engineer. The number in the column labeled Market Index 
now shows the average actual salary as a ratio of the market mean. Enter the average actual pay for all 
the other positions. 
 
Now that we have entered all the average actual salaries, we can review the pay of Cement Mason and 
Construction Framer. How do they measure up to the market? The Benchmark List analysis shows that 
the average pay for a Construction Framer is at 95% of the market and for a Cement Mason it is at 92% 
of the market. This could explain the cement mason’s complaint but taking into consideration the average 
time on the job for a Cement Mason at Erie Construction, 5 years vs. the reported 6 years for the market 
average, Cement Masons are being paid at the market and Construction Framers, with an average of 6 
years on the job, are also at the market. It could also be that the cement mason’s complaint is based on 
the pay of a construction framer who has been at the company for many years so we’ll take a look at that 
later. 
 
Electricians are being paid in line with the organization’s pay policy, actual experience being 8 years vs 
the reported average of 7 years, so if it is difficult to find new hires, the organization may need to take a 
more aggressive approach such as offering a hiring bonus. 
 
A large discrepancy may indicate a misaligned starting salary or uncompetitive salary increases. 
However, it may also reflect a difference between an incumbent’s experience level and the level that the 
market mean represents. At the very least, the 0.85 ratio for Construction Helper requires a closer look. 
 



 
 

 
 

To evaluate these differences at a more granular level and obtain market data for various experience 
levels, select the Job Report tab. 
 

 
 
 
The Salaries By Experience/Size module displays. Press the Browse button for Job Title on the left and 
in the Browse Jobs box search for and select Construction Helper. Back at the Salaries By 
Experience/Size module, the default years of experience column shows 1, 3, 5, 8, and 10 years of 
experience. Since the average years of experience for Construction Helper at Erie Construction is 3 years 
and a default selection, you will not need to adjust this data for the desired experience level by selecting 
Years of Experience. 
 
Now you can analyze pay for the job’s average years of experience, 3 against the average at 5 years. 
 



 
 

 
At 5% below the mean pay, based on the survey reported average 5 years’ experience, the pay for a 
Construction Helper at Erie Construction should be $46,826 ($49,290 x .95) where the actual is $42,000. 
The difference is that Erie’s Construction Helpers have 2 fewer years’ experience,  ($44,208 x .95 = 
$41,997), than the reported 5. This also explains the .85 ratio in the earlier analysis, so we can conclude 
that Construction Helper pay is in line with the company’s pay policy. 
 
We have looked at Erie Construction’s pay policy using the Benchmark List and have examined individual 
pay using the Job Report. Now, using the Compensation Management tab we will use a more powerful 
tool to do both. 
 
 
Creating a Pay Structure 

Using SA’s Compensation Management tab with Pay Grades selected, it is possible to import or build a 

pay structure. 10 pay grades have been created using the job titles and pay from this exercise. A 10% 

grade Midpoint Progression was used with a 50% Minimum to Maximum grade range. This pay structure 

follows Erie Construction’s policy of paying 5% below the market mean – numbers have been rounded. 

Jobs were slotted into pay grades based on pay policy means. Average market rates are also displayed 

showing the variance from the pay policy midpoints.  

By selecting Charts, you can see the pay structure represented in a graph. 



 

 

 



Employee Data 

The Compensation Management tab’s Employee List selection is very useful for analyzing individual 

employee pay. The pay grade structure was linked to the list.  

 

 

Going back to the Construction Helper question, it is easy to see that the pay for Marcus Agneli fits Erie 

Construction’s pay policy and is at an acceptable level given his years of experience. The Market Index is 

0.95 reflecting the company’s pay policy. The compa ratio, the ratio of actual pay to the grade midpoint,  

is 0.89 and within the grade range. 

Looking at the Cement Mason and Construction Framer question, we can see by looking at the market 

index for both cement masons, Terrence Hill and Hubert Steiner, that they are in line with the pay policy. 

Both of them have reasonable compa ratios and are within the grade range. 

However, when we look at the three construction framers, Wanda Erving, Carlos Jimenez, and Melvin 

Greenwood, there is some data that is worth taking a closer look at. Wanda Erving, who has an 

experience level of nine years, has a market index ratio for her pay of 0.99 indicating that she is being 

paid above the company’s pay policy, although she is being paid within her pay range. She may be the 

reason why the cement masons think they are not being paid appropriately.  

Another construction framer, Melvin Greenwood, is being paid under the grade range minimum and has a 

compa ratio well below 1.0. However, he is being paid in line with the company pay policy but, since he 

has only 2 years of experience, the pay policy drops him just below the grade range minimum – this can 

be seen in the Pay Grades screenshot above at Grade 4. 

 



 

 

This concludes the tutorial portion of this exercise. Please close this PDF window and press the Next 

button on the Problem Statement page.  


