
Interactive Exercise 
Course 83: Designing a Branch Office Salary Structure 

 
 
Sarah wants to get an overview of the cost of labor in Tuscaloosa. She begins by 
opening ERI's Geographic Assessor. This online tool allows her to determine the cost 
of labor and cost of living at branch locations and calculates area differentials between 
any of over 10,000 locations worldwide. 
 
When the Geographic Assessor launches it will show the default Two City Comparison 
module. 
 

 
 

 
Under Options, in the Base City’s Base Salary Level field, Sarah enters “$68,400”. Why 
this amount? Because her company’s main group of employees is production 
machinists, and a check of payroll records indicates that in Springfield, Massachusetts, 
this is the median salary for these employees at present. 
 
Note that the Base Currency is United States dollars, the default currency, and 
appropriate for this exercise. Sarah will use United States dollars for both the Base and 
Destination currencies. Both can be changed to the currency of another country if 
necessary.  
 
Next, she presses the Base Location Browse button. 
 



 
 
 
The Browse Areas box displays. With ERI Areas selected, Sarah begins typing 
“Springfield, Massachusetts,” in the Area Name field. When “Springfield, 
Massachusetts,” is highlighted in the list of cities, she presses the OK button to select it. 
 
Note that Sarah could do other kinds of location searches, such as by radius or postal 
code. 



 
 

Sarah now selects the Destination Location Browse button. 
 

 



The Browse Areas box displays. Sarah begins typing, “Tuscaloosa, Alabama,” in the 
Area Name field. When it is highlighted in the list of cities, she presses the OK button 
and returns to the Two City Comparison module. 
 

 
 

 
The Two City Comparison table now shows that both the cost of labor and the cost of 
living in Tuscaloosa are lower than in Springfield, but not as much as the executives 
were expecting:  

 

• The cost of living is about 22% lower. 

• The cost of labor is about 10% lower. 

 
Since the cost of labor represents salary, the best savings the company can expect is 
10% - not what the executives want to hear.  
 



 
 

 
Wanting to develop a more complete picture of the costs involved in this move, Sarah 
presses the Cost of Labor List tab. 
 



 
  
 
She then selects Add Location, and the Browse Areas box displays.  
 

 
 
 
Sarah begins typing, “Tuscaloosa, Alabama,” in the Area Name field and, when it is 
highlighted in the cities list, presses OK.  
 



 
 

 
Sarah is only interested in one city for this analysis. However, if she wanted to analyze 
multiple cities to see how different salary levels compare to Springfield, she would enter 
more cities in her list. 
 
She is also able to change the default salary levels to those found in her organization.  

 
Back at the Cost of Labor List module, Sarah can see a comparison of salary levels 
between Springfield and Tuscaloosa. She can change how this data is presented by 
selecting one of the choices in the Display dropdown. She selects Percent 
Differentials. 
 



 
 
 
The table below shows that as income rises, the percentage difference in annual 
income between Springfield and Tuscaloosa declines. However, this table defaults to 
salary ranges that are not specific to Sarah’s company. 

 
 

 
So, Sarah changes the default salary values for her company. To make the 
adjustments, she presses the Customize Table Headers button. 
 

 
 
In the Modify Salary Levels box, Sarah enters her company’s midpoints for each of 7 
salary levels. First, she changes the 6 default salary levels to the ones given below by 
placing her cursor on the value in each row. Next, she adds a 7th level by selecting the 



Add Salary Level link and adding the value for that row. She then presses the OK 
button. (The levels can be thought of as grade range midpoints.) 
 

• Level 1:  $42,500 per year          

• Level 2:  $48,875 per year 

• Level 3:  $56,206 per year 

• Level 4:  $64,637 per year 

• Level 5:  $74,333 per year 

• Level 6:  $85,483 per year 

• Level 7:  $98,305 per year 

 
 

 
 

This modified table validates the original numbers. As income rises, the differential 
between Springfield and Tuscaloosa declines. If the salary structure for this branch 
office were graphed:  
 

• low-level jobs would have a midpoint about 18-22% less than Springfield 



• mid-level jobs would have a midpoint about 10-15% less than Springfield 

 
 
 

As a final check, Sarah decides to use ERI’s Salary Assessor to compare important 
benchmark jobs in Tuscaloosa, Alabama. She opens ERI’s Salary Assessor and 
selects Benchmark List. 
 

 
 
 
She adjusts the data for location, industry, and salary planning date:  
 
In the Area field she begins typing “Tuscaloosa, Alabama,” and selects it when it’s 
highlighted. 
 
In the Industry field she begins typing “General Aircraft Parts and Auxiliary Equipment 
Manufacturing” (eSIC 3728) and selects it when it’s highlighted. 
 
Revenue is $2,000,000,000. 
 
In the Salary Planning Date field, she selects January 1, 2026. 
 



She also checks to make sure “Base Salaries” is selected in the Compensation Type 
dropdown. Pay Period should be set to “Annual” and Experience/Levels set to “Default.” 
 

 
 

 
Sarah then selects Add Job so she can build a list of benchmark jobs to view market 
data for them.  

 
 
 



In the Browse Jobs box Search field, she begins typing, “Machinist Production.” When it 
is highlighted in green, she presses the OK button. 
 

 
 

 
The other jobs she selects for the benchmark list are: “Tester Quality Control,” “CAD 
Drafter,” “Machinist Computer-Aided,” and “Metallurgical Technician.” 
 
Once she is done entering all five jobs in the Benchmark List, Sarah selects Choose 
Columns to add Actual Salary and Market Index. 
 



 
 
 
In the Choose Columns box, Sarah checks Actual Salary so she can add her company’s 
midpoints and Market Index.  She then presses OK and refreshes her browser. 
 

 
 
In the Benchmark List Actual Salary column, Sarah enters the midpoints for the salaries 
her company pays for these benchmark positions in Springfield: 
 

• Machinist Production $72,900 

• Tester Quality Control $81,500 

• Metallurgical Technician $81,400 



• Machinist Computer-Aided $71,600 

• CAD Drafter $89,400 

 
 
 

The adjacent column, Market Index, now compares the median market data for 
Tuscaloosa with the actual Springfield base salaries paid for these jobs (use the 
horizontal scroll bar to display the results if it isn’t displaying). These numbers represent 
the Springfield salary structure midpoint as a percentage of Tuscaloosa median market 
pay.  
 
 

• A number less than 100 indicates that the organization is paying under the 

Tuscaloosa market 

• A number greater than 100 indicates the organization is paying above the 

Tuscaloosa market 

 
This table shows that Sarah’s organization currently pays all the jobs over the 
Tuscaloosa market at base salary. However, Sarah’s analysis indicates the labor 
savings from the plan to manufacture in Tuscaloosa may not be as great as desired.  
 
You have now completed this Interactive Exercise. Please close this window and press 
the Next button on the Problem Statement page to continue. 
 


