Salaries and Benefits as a Percentage of Revenue-- 
Ask the Experts:
How do I know if our staff salaries and benefits package is similar to other associations?  Are industry operating ratio studies an accurate gauge—this is especially important as we make downsizing decisions based on the poor economy and its affects on our members?
With all deference to operating ratio studies, this ratio will fluctuate quite a bit based on the size of the staff and budget, your outsourcing tendencies, your location and the philosophy of the compensation committee or Board, none of which is built in to these operating ratio studies and calculated in this percentage.

 It has been our experience that national associations in metropolitan areas have a higher ratio than others as the cost of talent and benefits packages are considerably more expensive. The figures and projections below are taken from national associations, so if you are a state and local association, take that into consideration. 

We see percentages that fluctuate on the average between 28% and 37% on the salary side and 3-6% on the benefits side (fully loaded), so the combination of the two runs somewhere between 30% and 40% (throwing out a few at higher and lower levels). If you are above or below these parameters, you might want to take a closer look as to how you are structured and operating. For example, if your association is running on a combined ratio below 28%, you have probably cut into the muscle as the fat is long gone. 


We would also suggest sending a little survey to 10-20 associations just like you to get the benchmarks you are looking for, and not depend on a static figure involving the entire industry, which does not account for the variables listed above. 

We also would suggest, based on our private label benchmarking that you probably want to be in the 30-34% salary and the 3-5% benefits ranges with a combined salary and benefits range of 33%- 37% to feel comfortable with your program. Of course, each association has its own way of defining comfort level and these are only parameters to use as a check point. Given the economic downturn we are in, Boards and management will be looking to cut costs where possible, but it is important to do a realistic management assessment to define these parameters for your organization. Get some help in this regard, as you are much too subjective to make an accurate and unbiased assessment. 

Be weary of any ratio to tell you anything definitive, on which to hang the personnel budget without using a good formula. The formula we use is to count the number of FTE on board (including temps, etc.), and add to it the approximate outsource FTE you use in place of internal staff.  This could mean an entire accounting department or customer service unit that were displaced for the resultant savings to the association. We would also disallow disproportionate cash cows from revenue (such as some portion of trade show revenue or affinity program revenue) that would influence the equation. Once you have accounted for all FTE that cover all functions of the association, divide the total revenue figure by the number of FTE. The resultant figure would then give you an approximate $$ per FTE. 

For example, on our jumbo size association scale (16 in this client pool), we have found that a right sized organization will run between $185K and $225K--depending. If you are on the South side of this figure, you are probably somewhat over-staffed, and if you are on the North side, you are probably somewhat understaffed. The farther you go in either direction will tell you how fat or lean you are. 

For example, if you have a 60 staff unit operating on a 25M budget, either the staff is starving or you have not included the variety of outsource FTE you use in place of in-house personnel in different functional areas, or you have a cash cow that does not require the normal FTE load (for example, you only have a trade show and a magazine). 



In times like these, associations sometimes tend to overreact, not really understanding where the line of demarcation is between bone and fat. So too, they sometimes tend to ignore the fact that they have a reserve "rainy day" fund, and that indeed it is raining.
 In the long run, it is better to be judicious in your cuts and use your reserves as needed to weather the storm, so that you don't drain the organization's life's blood and have insufficient capacity to proactively move the value equation forward.
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