Thinking about Nonprofit Compensation
The compensation of nonprofit executives seems to be on the minds of many people these days. Nonprofit leaders and staff want to earn a living wage that recognizes their skills and contributions. Nonprofit board members want to hire and retain capable leaders while not exposing their organizations to public perceptions of excess or wasteful spending. Donors and foundations hope nonprofit organizations can hire the best, most committed people without diverting funds from programming. And finally, the media seems to do their best to highlight the higher salaries of executives at substantial nonprofits without also noting that the overwhelming majority of nonprofit leaders and employees are paid equally to or less than their counterparts in other sectors of the economy.
One of the top law firms in Indianapolis recently announced that their starting salary for new law school graduates joining their firm had been increased to $100,000/year. These are exceptional individuals who have excelled in their studies and will, no doubt, bring great counsel to their clients and substantial revenues to their firm. But do you know what a $100,000 salary represents in the nonprofit sector? Based on research by www.GuideStar.org, $98,659 is the average compensation (nationally) for the CEO/Executive Director of a $2.5 to $5 mil nonprofit organization. This individual likely has an advanced degree, more than 10 years experience in the field, manages a staff of 30-75 people, and is also very capable in their role. While recognizing this is not an “apples to apples” comparison, I think it provides some interesting perspective. 

I frequently receive requests from nonprofit board members about executive compensation. These are not boards that are trying to determine how they can assemble a big, tax-deferred, delayed payout, six figure retirement perk. These are board members who want to know if $32,000 a year is enough to attract and hire an experienced nonprofit executive director or fund raiser for their organization. Or who wonder if the $55,000 a year they pay their long-time executive director is fair and competitive in the marketplace.
Someday, I hope we will have a regular nonprofit compensation survey for the central Indiana marketplace. In the meantime, I wanted to see what I could find that might be a starting point for boards and organizations. Linked to this story, and remaining on the NotforProfitNews.com resource page is a small spreadsheet that I have assembled from an article last fall in The Chronicle of Philanthropy. They assembled some information with www.GuideStar.org that notes the average salaries for a number of nonprofit leadership roles. 

Now, before anyone starts drawing conclusions based on this information, I need to add several caveats. First, we live in Indiana where we tend toward a lower cost of living and salary structure than much of the country. Second, even though the segmentation by organization size takes out big hospitals or universities, this information covers a wide range of nonprofit fields. And third, it covers the full range of experience and qualifications from 40 year founders to brand new hires. 
So, with that in mind, how do you find out what you should be paying or if your pay rates are competitive? 1) Use the numbers on this chart as a starting point. If you are within 10-15%, you have an initial indication that you are in the ballpark – though I would suggest you stay closer to the numbers at the low end of the spectrum. 2) Identify several organizations similar to yours and go to the www.GuideStar.org website. You can join the basic service at no cost and see the Form 990s for those organizations, which will generally have the executive compensation from prior years (especially if salaries are greater than $50K/year). 3) Contact several similar organizations and agree to, confidentially, share salary information and any insights or research that each organization has done. 

If you have other ideas, or know of a good source for local nonprofit compensation information, please let us know at Bryan@CharitableAdvisorsLLC.com 

