UNDERWRITING COMMISSIONS – A PRIMER FOR UNIVERSITY STATIONS

J.C. Patrick, NPR Station Development Representative

Two years ago, I conducted a survey of NPR stations in the area of compensation.  The stations were selected at random, with no pre-conceived notions as to how their underwriting programs were structured.  I selected stations that covered all geographic areas of our country, with a balanced mixture of joint licensees and radio-only licensees.  I spoke with each station at length, and I surveyed five stations in each of the following categories:

· Large market university licensee

· Large market community licensee

· Medium market university licensee

· Medium market community licensee

· Small market university licensee

· Small market community licensee

Large markets were defined as cities of 1 million population or more; medium markets as cities less than 1 million population but greater than 500,000; and small markets as cities with less than 500,000 population.  In order to obtain the most candid responses, stations were granted absolute anonymity, so I am not able to cite any call letters in my examples.

I’ve spoken frequently with stations about compensation and commission over the past two years, and while the salary information in this survey may be slightly dated, the rest of the information remains timely.

WHO PAYS COMMISSION?

I found that in a community station, it’s relatively simple to offer your underwriting reps a commission or bonus.  There are no university restrictions, only board guidelines to follow.  Of the community stations surveyed, all 15 paid a commission to their underwriting reps. 

However, the university stations painted a different picture.  


Large markets

All 5 paid commissions


Medium markets
Only 1 paid commissions


Small markets

Just two stations paid commissions

This totals 8 stations, or roughly half of the university licensees surveyed.

The community licensees called the compensation a “commission”, while the university licensees more commonly called it a “bonus” or an “incentive”.  There are several reasons for this:

· Many universities don’t recognize commissions.  University development staff members are not eligible for commissions.  There may be many reasons for this, but a common one is that this practice is in opposition to AFP (Association of Fundraising Professionals) guidelines.  Keep in mind that those development staff members are also engaged in “traditional” development activities; they are not acting as radio sales staff.

· Most universities do, however, recognize bonuses or incentive pay scales.  These are commonly paid in the athletic department and to professors who obtain research grants.

· Unlike the more nebulous term “commission”, a bonus plan follows a set structure.  When a certain goal is reached, a certain amount of payment follows.  It’s easily documented on paper.

HOW DOES A COMMISSION PLAN PASS THROUGH UNIVERSITY SCRUTINY?

Many stations have been able to convince the university to lift the ban on commissions by following one or more of the rationales outlined above.  Some universities require yet one more step:  reclassification of the sale staff’s job titles.  Tasks performed by a public radio station’s sales representatives do not fit into any other job description on campus, yet they are too often called “Development Associate II” or some other title that fits into existing university job descriptions.  Their business cards may say “Account Representative” or some other “sales” title – but the actual university paperwork remains linked to a development-type job description.  (Caution:  Other university development staff may resist the commission idea – and the reclassification - since it quite often results in a much larger compensation package than that offered to other university development staff.)  Once the titles and job descriptions are changed so that they match the duties of a radio sales account executive, then the compensation package can also be unique to that position.

Here are some quotes from stations that have been through this process:

· We have to clear our financial plans and raises with the university.  One thing that really helped our cause was the move to industry standard position titles, eliminating the university titles.  We made the case that these were broadcast jobs, not administrative jobs, wherever possible.  We look at our station though our industry’s standards, not the standards of the university world.

· We use the CPB study as proof of the industry standard in order to work with the university to establish low/middle/high marks for each job position. We believe in “paying for performance” via the annual performance review, with quarterly check-ups.  We have been able to raise wages above the university’s cost of living allowances based on this.  For example, this year’s pool established by the legislature is 6.5%.  We assign above and below this figure based on merit.

· We brought our salaries up to a set standard over a 5-year plan based on industry standards, using a minimum, maximum and midpoint range.  We used data from non-commercial stations, university positions and the commercial stations within our market.  Our goal is to raise all positions to the midpoint range within 5 years.  Most are at this point, some aren’t quite there yet.  The midpoint continues to move upward!  

· We added the commission structure about 3 years ago.  We worked it through the university system; it took about 6 years!  University personnel really helped lead the effort—they completely understood that commission is standard protocol for this type of job in the broadcast industry.  The rest of the staff is okay with the commission issue.  They understand that it’s crucial for revenue generation.  No other staff member gets bonuses.  We tried, but we couldn’t push that through the university system.

· We can’t offer commission or bonuses to any staff member.  We used to outsource our underwriting, but the university had concerns about contract issues and the IRS, so we brought it back in-house.  The athletic coaches receive commission, but the university won’t allow it for the radio station as of yet.  We will be pursuing the issue again soon.  

· We plan our budget yearly.  We add dollars for staff bonuses.  When staff members (any staff, including part-timers) go above and beyond their “regular” performance expectations, they are rewarded with annual cash bonuses varying from $500 - $2500+.  These do not increase the employee’s base salary.  

· We handle this in two ways:  1) The conventional way:  We go to the administration.     2) The unconventional way:  We go externally.  We raise a pool of dollars from outside donors/sponsors to commit a certain level of funding for the future to be used for compensation.  This will be the only way to get a significant raise for the entire staff.  The collective “state pool” for raises just won’t bring the salaries up to parity.

· Staff receives a merit award based on longevity; perhaps $200 or so for 15 years’ service.  Faculty receives awards for outstanding research, etc.  These are university-wide programs.  We are starting to explore the possibility of generating independent grants, using a certain percentage of these for salary incentives.  However, the university’s policy currently dictates that the employee’s salary will be decreased by the amount of the incentive received!  We could possibly do the grant as an outside consultant or contractor, administered from another 501C3.  Administration, accounting and paperwork would come from this other formed entity.

· We got the bonus package through the university system by explaining that this is a tight employment market.  We have good people, and we will lose them if we can’t pay comparable salaries.  We raise all our own dollars and are not university-funded.  Bonuses are tied to employee performance.

· The university has a general plan for a bonus program, which is defined as: “work that exceeds a measurable return by a measurable percentage is eligible for a bonus”.  (The university initially balked on commissions, since they had a problem with fundraising staff receiving a bonus due to old NSFRE/AFP rules.)

As you can see, getting commission through some university structures requires more than a little creative thinking!

HOW ARE COMMISSIONS STRUCTURED?

There are as many commission plans as there are radio stations.  There is no “proper” way to construct a commission package.  You’ll note that some stations have created a “draw” system.  That can get a little challenging on the accounting front, but it’s a time-honored sales practice.  (I don’t personally like it much, but it’s pretty standard in the commercial world.)  

As you read through these, you’ll note that a couple of the plans are a little complicated.  However you structure your plan, please do make it as simple as you can, thinking both about your sales force and your accounting department.  Some stations have created such complicated packages that they can barely explain to an outsider how they work.  A commission is a tool to make your life easier by generating more sales – it shouldn’t be a paperwork and management nightmare!  Please keep it simple.  

Here are some of the programs offered by university stations:

· New hires receive a base to get them up to speed, then the base stops.  In the first 6 months to 1 year, they’re guaranteed a base ranging from the mid $40’s to mid $50’s.  After that, all reps receive a 12% commission on anything sold.  

· Reps are all on commission.  They are on a draw basis and pay the station back from their commission checks.  We set this up based on comparable university job levels to determine the base/draw level.  We guarantee a new employee their first 4 months draw, plus an additional $1000 per month.  Following that, we guarantee a $3300/month draw.  Any difference is drawn from commission dollars the following month.  We will lend dollars in advance, as well.  Most reps earn well over their base.  

· Average base is between mid $20’s – mid $30’s.  Incentive (commission) is based on a team goal.  All reps get a bonus (ex. $1000) when they hit the team goal.  All reps have a personal goal, and they receive a bonus (ex. $2500) when they hit their personal goal.  Once a rep hits their personal goal, they receive 10% incentive pay on all dollars brought in over that goal.

· We offer a bonus on top of the base salary if the rep meets the annual sales goal.  For example, if your goal is $250K and you meet it, you receive 5% of $250K.  If you exceed your goal, you receive 10% for all dollars brought in over that goal.

· The base salary is $3 – 4,000 per month.  Commission is paid quarterly, on 10% of billings.  This is in accordance with university guidelines; they have a policy that we couldn’t pay the reps a monthly commission.  We also reimburse mileage and expenses.   One contract employee works on a higher rate of commission (20%) but has no draw and no benefits.  

· We do not offer a base salary.  Commission is paid on a sliding scale, depending on when the check is deposited.  This has really helped to cut down on collection time!  Sales person receives 16% commission if check is received within 30 days of invoice issue date; 10% if received within 60 days and 8% if received within 90 days.

· The base salary is $32K.The state established a base level of compensation for all exempt staff, and that’s $32K.  The first year, the employee has performance goals, which are basically to make back their base salary.  They have a small (or no) list.  It’s a building year.  We do quarterly reviews.

· First year:  Base pay = $32K.  Receive a 10% commission on all dollars over that goal.  

· Second and consecutive years:  Base pay = $32K.  Receive a 10% commission on all dollars.  When exceed personal goal, the reps get an additional 15% commission on all dollars raised over goal (25% commission).

· We feel that dollars over goal are new-found, unbudgeted dollars, so we can afford to be generous here. 

WHAT IS THE AVERAGE SALARY RANGE FOR UNDERWRITING STAFF?

These figures are two years old, and also include sales assistant and director salaries.  Keep in mind that some of these stations are also joint licensees.


Large market university stations:

$36K – low hundreds  

(All 5 pay commissions)


Large market community stations:

$30s - $125K+



(All 5 pay commissions)


Medium market university stations:

mid 20’s - $65K



(Only 1 pays commissions)


Medium market community stations:

$32K – mid hundreds



(All 5 pay commissions)


Small market university stations:

$20K - $80K



(Two stations pay commissions)


Small market community stations:

low 20’s - $60K



(All 5 pay commissions)

WHAT IF YOU JUST CAN’T PAY COMMISSION?  HOW ELSE DO YOU PROVIDE ADDED INCENTIVE?

University stations offer something that your community counterparts quite often can’t match – fabulous benefits!  The benefits range from full tuition to free insurance to generous time off from work.  

Here are some creative examples of employee incentives:

· Fully paid maternity leave

· Generous flex time and holiday allowances

· Free undergrad and graduate courses for staff.  50 – 90% discounts for family members

· Dollar-for-dollar (one program matches 2 for 1) retirement fund matching

· Generous vacation time (3 – 6 weeks) for employees of under 5 years’ seniority

· Fully paid insurance premiums for employees and immediate family members

· Mileage reimbursement

· Conference attendance and other types of training options

· Laptops, cell phones and pagers for staff

· Administrative leave/sabbaticals

· Telecommuting options

· Inexpensive/free childcare

DO ANY OTHER STAFF RECEIVE COMMISSION?

Additional dollars aren’t just paid to sales staff.  Here are the comments from the university licensees that offer bonuses to other staff members:

· The sales director has a base of $60K and can carry a list if desired.  There is a budgeted net revenue goal for the department.  (Gross sales = direct staff compensation and commission – 5% overhead = net revenue, or yield to station.).  Director’s bonus is achieved by exceeding gross department revenue goals and/or by exceeding personal sales goals.  Director receives 15% bonus on every dollar brought in over the net revenue goal.  

· In addition to base salary, the sales manager gets a 1% commission up to $500,000 in department collections, and a 5% commission on all dollars over that.  The manager can carry a list, but usually doesn’t.  The manager receives no personal commission dollars from any lists carried.  

· Traffic gets a 1% commission on all sales.  

· The GM may receive a commission.  

· All employees receive merit-based bonuses.  At the end of the year, the station receives a pool of money to divide among our staff.  In addition to a 2 – 6% raise, the employee may also receive a lump sum bonus ranging from $200 – 3000.  This is based on overall station performance.  

· All key on-air hosts and the PD are on contract (with competition clauses!) in order to keep their salaries higher.  They receive their university salary + additional dollars.  They receive bonuses if the station meets and exceeds the fund drive goals.  

· Membership department receives no bonuses following drive.  

· Reporters receive bonuses.  All extra dollars received for any NPR stories done by any staff member are pooled; no reporter keeps their own fees.  At the end of the year, they divide the pot by 6 (5 reporters, 1 part paid to station).  The reporters receive approx. $2000 – 3000 each.  There are some private bonuses paid between management and staff, but these are not discussed.

· Bonuses would never be allowed for the membership staff.

So even within the station structure, bonuses for dollars raised by the membership staff are verboten.

SUMMARY

In closing, it seems that community licensees have few or no problems with commission structures.  It is certainly possible to offer a commission or bonus plan within a university setting, but it might take a little creative planning!  If your university turns you down on the commission issue, talk to other university stations within your state.  Find out their policies and examine them for case points to make with your licensee.  Keep in mind that a bonus plan often has the greatest chance of success in the university structure.

If you have any questions, I can be reached at 800-329-5380, ext. 2736.  Or, you can e-mail me at jcpatrick@npr.org.  Happy selling!

