Using the NSPS ECC Spreadsheet


This document describes how to use the Equitable Compensation Curve (ECC) spreadsheet to determine the salary/bonus allocation for each employee in the pay pool while balancing the pay pool funds.
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Introduction
Background Information

The basic concept of the ECC is to narrow the salary gap between employees who received the same rating and are in the same pay band or compensation lane.  In effect, an employee who is lower in the band / lane will receive a higher percentage of his/her payout to salary than an employee who is higher in the band / lane.  This idea is demonstrated in the example below.

	
	Chris
	Vince

	Salary
	$45,000
	$60,000

	Shares
	2
	2

	Payout

(share value = 1.5%)
	$1350 

=45000*2*0.015
	$1800 

=60000*2*0.015

	Percent to salary increase
	45.8%
	33.2%

	Salary increase amount
	$618.30
	$597.60

	Bonus amount
	$731.70
	$1202.40


Overview of the Process
The ECC spreadsheet is used after the pay pool panel has completed its deliberations and determined the final ratings and shares for the members of the pay pool.  These decisions are recorded in the Compensation Workbench (CWB).  Selected data is then copied from the CWB (as described in this guide) and pasted into the ECC.  

The ECC is then used to calculate the distribution of pay pool dollars based on predetermined base / bonus split methodology and philosophy.  There are a number of parameters that must be set, and decisions made, during this process.  
Once these calculations are completed, the percent of salary to be given as a salary increase to each employee is copied back into the CWB, which can then be finalized and certified in preparation for uploading to the HR system (DCPDS) for use in processing performance payouts.
ECC Formula 
In normal cases (where there is no pro-rating, override, or target salary increase, and the employee is not already at the top of the pay band or compensation lane), the ECC uses the following data elements to determine the breakout between salary increase and bonus for each employee.
· The employee’s total performance payout: 
base salary * shares * share value

· Percent through lane: The employee’s position in the compensation lane expressed as the percent of the lane that is less than his/her current base pay: 
(base salary - lane minimum) / (lane maximum - lane minimum)

· Percent left in lane: The employee’s position in the compensation lane expressed as the percent of the lane that is higher than his/her current base pay:
1 - the above calculation
· The high and low percentages established by the pay pool for the employee’s compensation lane.  The high percentage goes to employees at the beginning of the lane, and the low percentage goes to employees at the end of the lane.

The main formula is as follows:

[image: image1]
The text in bold is the amount that a person at the lane minimum would receive with the same number of shares, and the text in bold italics is the amount that a person at the lane maximum would receive with the same number of shares.

Along with the main formula, the ECC spreadsheet also uses:

· The pro-rating information that is copied from the CWB spreadsheet.
Unlike the CWB, the ECC spreadsheet does redistribute the leftover salary and bonus money to the rest of the pay pool.

· The maximum of the compensation lanes.
No employee will exceed the maximum of his/her compensation lane.

· There are also other considerations that can be made for employees on a case-by-case basis.  See the section on the Data tab for more information about these options.
Organization of Spreadsheet

The ECC spreadsheet is broken into two tabs of information:

1. The “Data” tab contains information on the individual employees
2. The “Input and Calculations” tab contains information that applies to the entire pay pool, such as pay pool funding percentages, compensation lane limits, and guidelines for the ECC to follow.
The ECC spreadsheet will work for pay pools that include up to 3,000 people.

Pay Pool Decisions 
During the process of using the ECC, the pay pool manager, Performance Review Authority, or pay pool panel must make a number of decisions on how payouts should be split between salary increases and bonuses.  These include the selection of one of three methods to be used by the ECC (user defined, global factor, or lane multiplier), and the additional salary increase for each additional share.  See “ECC Method Selection” for more detail.  For starting recommendations, see “ECC Default Recommendations.”
In addition, if compensation lanes are being used, employees must have been identified with the appropriate lane (see below).
Compensation Lanes
The ECC uses the concept of “compensation lanes” to identify the pay ranges for employees (this is an option, the ECC does not require use of compensation lanes).  A compensation lane is a more narrowly-defined part of a pay band.  For instance, the very broad YA-02 pay band reflects salaries ranging from the former GS-9 level to the former GS-13 level.  This band can be divided into compensation lanes to reflect the market value of work being done, with each (overlapping) lane covering a different range (e.g., lane A might be equivalent to GS-9, lane B equivalent to GS-11 and 12, and lane C equivalent to GS-13).  

The ECC will combine the values in columns E (pay schedule), F (pay band) and L (lane) from the spreadsheet under the tab labeled “Data”.  For example, if you divided the YA-02 pay band into 3 separate compensation lanes as stated above, you would place the letter “A” in column L for all employees who are at the GS-09 equivalent.  Their record would have a YA in column E, 02 in column F and the letter A in column L.  The ECC combines these and inserts that value into column O.  In this case, the value in column O would be YA-02-A (if no compensation lane is being used, the value in column O would be YA-02-).  
The ECC will take the value in column O (YA-02-A under the “Data” tab), and match that value in a lookup table located in the Compensation Lanes section in the spreadsheet under the tab labeled “Input and Calculations”.  This section is towards the bottom of the spreadsheet starting around line 49.  In this section, column A (PS-B-LN) should contain all of the combinations you identified with their corresponding minimum and maximum salary for that lane / band.  You will have to enter these combinations.  The ECC comes with all NSPS pay schedules and pay bands pre-listed on the lookup table, but without compensation lanes.  
All pay schedule, band, lane (if used), minimum and maximum salary combinations must be listed here, and they must be in alphabetic order.

Sheet Protection

The yellow fields are editable by the pay pool administrator.  All other fields are locked in order to avoid accidental changes to the formulas.

Retrieving Data from the CWB
The employee data should be copied from the Compensation Work Bench (CWB) tool by the pay pool administrator.

1. Open the CWB spreadsheet and navigate to the Pay Pool Panel tab.

2. Filter the “Include Salary in Pay Pool?” column to only display employees with a “Yes” in that field (column Q in CWB V3.0).
3. Sort the CWB by Rating and Employee ID (columns Z and C in CWB V3.0).
4. Use the “Hide Selected Columns” button to hide all columns except the following columns (column reference is for CWB V3.0)
· Last Name (Col A)
· First Name (Col B)
· Employee ID (Col C)
· Pay Schedule (Col G)
· Pay Band (Col H)
· End Cycle Base Salary (Col M)
· Rating  (Col Z)
· Shares (Col AA)
· Pro-Rate Salary Increase (%) (Col AI)
· Pro-Rate Bonus (%) (Col BE)
5. Copy the columns listed above and paste them (using the Edit menu ( Paste Special ( Values) into the ECC spreadsheet beginning at cell B2 on the Data TAB, which is the first data row for the Last Name column.
6. Once you have copied the data, mark all employees who are Ineligible for a payout (column R – Payout Eligibility set to something other than “a”), with a zero for rating and a zero for shares.
Fields on the Data Tab
The pay pool administrator will be able to input values and/or formulas into the yellow fields.  The white fields are protected in order to avoid accidental changes to the ECC formulas.

Buttons
Sort for CWB

This button will sort the ECC data tab by Rating and then by Employee ID so that it is ready to be copied back into the CWB.
Sort

This button allows the user to sort the ECC data tab by up to three columns.  When the button is clicked, prompts will appear asking for the primary, secondary, and tertiary sort columns.  Enter the column letter (i.e. enter B to sort by the last name column) into the fields.  If there are no secondary and/or tertiary sort columns, leave those boxes blank.
Editable Fields

Monitor
This is a free field that can be used to enter any desired value or formula.
Fields from the CWB
The following fields are retrieved from the CWB spreadsheet
· Last Name

· First Name

· Employee ID

· Pay Schedule

· Pay Band

· Current Base Salary

· Rating

· Shares

· Pro-Rate Salary Increase (%)

· Pro-Rate Bonus (%)

Lane

Enter the employee’s compensation lane (if used), not including the pay schedule or pay band portions, i.e. for an employee who is a YB-01-B, enter “B”.

Target % Increase to Current Salary

The ECC spreadsheet allows for the pay pool administrator to enter a target percent increase to the employee’s current base salary.  For instance, for the developmental interns that should receive a salary increase equivalent to the element 2 funding level (the GPI funding that was allocated to the pay pool), enter the percent for element 2.

	Current Salary
	$50,000 
	

	Shares
	2
	

	Performance Payout

(share value = 2%)
	$2,000 
	Salary * shares * share value

50000 * 2 * 0.02

	Target % Increase to Current Salary
	1.00%
	

	% of Payout to Salary
	25.00%
	Salary * Target % / Payout

50000 * 0.0100 / 2000

	Salary Increase
	$500
	Payout * % of payout to salary

2000 * 0.2500


The employee receives a 1.00% salary increase.

Note: The employee can receive up to 100% of the performance payout as a salary increase.  For instance, if 5% was entered into the above example the target salary increase would be $2500 ($50,000 * 0.05 = $2,500), which is greater than the employee’s performance payout of $2000.  The employee would receive the full $2000 as a salary increase.

Override Sal Inc %

The ECC spreadsheet allows the pay pool administrator to enter an override percent to salary.  To use this option, enter the desired percent of the payout to go to salary into the cell.
	Current Salary
	$50,000 
	

	Shares
	2
	

	Performance Payout

(share value = 2%)
	$2,000 
	Salary * shares * share value

50000 * 2 * 0.02

	Override percent
	20%
	

	% of Payout to Salary
	20%
	

	Salary Increase
	$400
	Payout * % of payout to salary

2000 * 0.2


Protected Fields 
PS-B-Ln 

This field combines the separate fields (Pay Schedule, Pay Band, and Lane) to create the full Compensation Lane.

Percent through Lane

This field calculates the employee’s position in the compensation lane.  The formula is:

(Base salary - Lane minimum)

/

(Lane maximum - Lane minimum)

Total Payout

This field contains the calculation of the employee’s total performance payout, which will be divided into salary increase and bonus.  The formula is:

Base salary * Shares * Share value

Calc % to Sal “Calculated Percent to Salary”
This field uses the ECC concepts to determine the percent of the performance payout that will be given as a salary increase.  The formula is:

	If…
	Then…

	… the override option is selected
	… use the percentage entered into the “Override %” field

	… the option to enter a target % increase to current base salary is selected
	… use the following formula:

Base salary * Target percentage

/

Total payout

	… none of the above are true
	… use the main ECC formula:

Percent left in lane * Lane minimum * Shares * Share value * High percent
/

Employee’s total payout

+


Percent through lane * Lane maximum * Shares * Share value * Low percent
/

Employee’s total payout


Note: Salary increase cannot be greater than 100% of the performance payout

Pro-rated % to Sal
The calculated percent to salary (previous column) times the percentage entered into the “Pro-rate Salary Increase (%)” column

Pro-rated % = Calculated % * Pro-rate salary increase %
Note: If the pro-rate percentage is blank, then this field equals the calculated percentage.

Calc Sal Inc “Calculated Salary Increase”

The resultant dollar amount when the total payout is multiplied by the pro-rated % to salary.
Calculated salary increase = Total payout * Pro-rate salary increase %
Amt Over Max “Amount over Maximum for Compensation Lane”

The result of the following decision logic table
	If…
	Then the value is…

	… the current base salary is already greater than the compensation lane maximum
	… the whole calculated salary increase

(The employee cannot receive any additional money to salary.)

	… the current base salary plus the calculated salary increase is greater than the compensation lane maximum
	… the result of the following

Base salary 
+ Calculated salary increase 

- Compensation lane maximum

	… none of the above are true 
	0 (zero)


Actual Sal Inc “Actual Salary Increase”
The difference between the calculated salary increase and the amount over the maximum fields

Calculated salary increase - Amount over maximum
Actual Sal Inc % “Actual Salary Increase Percent”

The actual percent of the total payout that is going to salary increase

Actual salary increase % = Actual salary increase / Total payout

Sal Incr % for CWB “Salary Increase Percent for CWB”

The actual salary increase percentage without the pro-rate portion

The pro-rating information was copied directly from the CWB, and it needs to be considered in order to ensure that all funds allocated to salary increases is spent, but the percentage that is copied back into the CWB cannot include the pro-rate.  If it did, then the salary increase would, in effect, be pro-rated twice.

Sal increase % for CWB = Actual sal increase % / Pro-rate sal increase %
Bonus ($)
The difference between the entire performance payout and the non-pro-rated salary increase
In the CWB, the part of the total payout that is “lost” by pro-rating is not applied to bonus.  The ECC spreadsheet was designed to follow the same rule.

	If…
	Then the formula is…

	… the bonus portion is prorated
	Total payout * (1 - Salary increase % for CWB) * Pro-rate bonus percentage

	… the bonus is not prorated
	Total payout * (1 - Salary increase % for CWB)


Bonus (%)
The final percent of the performance payout that went to bonus

Bonus / Total payout

New Salary

The new salary after the salary increase has been applied

Base salary + Actual salary increase

Salary Share Product

The employee’s current base salary times the number of shares (used to calculate pay pool funding)

Base salary * Shares

Shares and Special Situations
Used for summary data on the Input and Calculations tab
The Input and Calculations tab provides an average percent of the payout that went to salary and an average salary increase for each share level.  It would be misleading to include employees who have pro-rated salary increases, a target percentage, or an override percentage into these calculations.
Fields on the Input and Calculations Tab

The pay pool administrator will be able to input values and/or formulas into the yellow fields.  The white fields are protected in order to avoid accidental changes to the ECC formulas.

ECC System Status

This section gives the current status of the tool.

Status
Reads either “ERROR: “ or “Ready”.

Message
Provides more specific information when the status is “ERROR: “
Pay Pool Data
This section contains the pay pool funding information, calculations, and summary.

Pay Pool Funding Information
Use the Percent column to enter the percentage funding for each element.  The dollar amounts are computed in the Amount column.

Total Base Sal
The total of the employees’ base salaries (used in calculating the pay pool funding amounts for each element)

Pay Pool Value
The pay pool’s total funding amount (in $)

Element 1 amount + Element 2 amount + Element 3 amount

SSP “Salary Share Product”
The sum of the employees’ individual salary share products

∑ (Salary * Shares)

Share Value
The value of each share (used to determine each employee’s performance payout)

Pay pool value / Salary share product

Count Employees
The number of employees in the pay pool

Avg Rating
The average of all ratings in the pay pool

Avg Shares
The average of all shares in the pay pool

ECC Method Selection
Enter “Y” into one of the Select fields to select the ECC method that the spreadsheet will use to determine the salary/bonus split.  See “ECC Default Recommendations” if you are a new user. 
· User Defined: the pay pool specifies the maximum (high) and minimum (low) percentages that will be allocated to salary for each share level. 

· Global Factor: the pay pool specifies the minimum (low) percentages that will be given to salary for each share level.  The maximum (high) percentages are determined by multiplying the low percent by the global factor value (C17).
High percent = Low percent * Global factor value

· Lane Multiplier: the pay pool specifies the minimum (low) percentages that will be given to salary for each share level.  The maximum (high) percentages are determined by multiplying the low percent by the ratio of the lane maximum salary to the lane minimum salary times 1 plus the lane multiplier value (C18).
Lane ratio = Lane maximum salary / Lane minimum salary

High percent = Low percent * Lane ratio * (1 + Lane multiplier value)

User Defined Low and High Percentages
If the pay pool elects to use the user defined method, the pay pool administrator must input the low and high percentages for each share into these cells.
Global Factor Value
If the pay pool elects to use the global factor method, the pay pool administrator must input the global factor value.  This value will be used to determine the high percentage for each share level.

High percent = Low percent * Global factor value

Global Factor Low Percentages
If the pay pool elects to use the global factor method, the pay pool administrator must input the low percentages for each share level.

Lane Multiplier Value
If the pay pool elects to use the lane multiplier method, the pay pool administrator must input the lane multiplier value.  This value will be used to determine the high percentage for each compensation lane/share level combination.

Lane ratio = Lane maximum salary / Lane minimum salary

High percent = Low percent * Lane ratio * (1 + Lane multiplier value)

Lane Multiplier Low Percentages
If the pay pool elects to use the lane multiplier method, the pay pool administrator must input the low percentages for each share level.

Additional Salary Increase for Each Additional Share
These cells offer the pay pools a way to define the low percentages for the global factor and lane multiplier methods conceptually, instead of selecting specific percentages to use.  Values entered into these cells will override any entries in the global factor or lane multiplier low percentages.
The concept behind this feature is to determine how to best recognize an increase in share level.  For two employees who are in the same compensation lane and are making the same salary, it determines how much more of a salary increase the employee who has more shares will receive.

The formula used is:

Low percent share level = Low percent share level - 1 

* (Share level - 1) * (1 + Additional increase) / Share level

The “Natural Progression” is shown below.  It will use the same low percentage for each share level.

	1-2 Shares
	2-3 Shares
	3-4 Shares
	4-5 Shares
	5-6 Shares

	100%
	50%
	33%
	25%
	20%


It is called the natural progression because 2 is 100% more than 1, 3 is 50% more than 2, 4 is 33.333333% more than 3, etc.

	
	1 Share
	2 Shares
	3 Shares
	4 Shares
	5 Shares
	6 Shares

	Current base salary
	$40,000
	$40,000
	$40,000
	$40,000
	$40,000
	$40,000

	Shares
	1
	2
	3
	4
	5
	6

	Performance payout

(with 2% share value)
	$800
	$1600
	$2400
	$3200
	$4000
	$4800

	Percent to salary
	50%
	50%
	50%
	50%
	50%
	50%

	Salary increase
	$400
	$800
	$1200
	$1600
	$2000
	$2400


Notice that 2 shares received 100% more than 1 to salary, 3 shares received 50% more than 2, etc.
Balancing Pay Pool Funds
This section provides the functionality to ensure that all pay pool salary funding from elements 1 and 2 is spent.
Amt to Pay
The available funds for salary/bonus/total

Amt Paid
The amount that has been paid to all employees (aggregate of the information on the Data tab)

Balance Button
Once the pay pool administrator has selected the ECC method to use and has input the high and low percentages as required, he/she can click this button and the spreadsheet will balance itself.

Note: When the global factor or lane multiplier methods are selected, there is an option to either balance the global factor/lane multiplier value or the low percentages.
Shares
This section lists information about each share level.

Low %
The lowest percentage of the payout that will go to salary increase for the specified number of shares as determined by the ECC method

High %
The highest percentage of the payout that will go to salary increase for the specified number of shares as determined by the ECC method
This number may go above 100%.  In such cases, the formulas on the Data tab change the percentage to 100%.

When using the Lane Multiplier method, this field will read “Varies” because the high percentage is different for each compensation lane.

Delta %
The range between the low and high percentages

High % - Low %

When using the Lane Multiplier method, this fields will read “Varies” because the high percentage is different for each compensation lane.

Count
The number of employees in the pay pool who received the specified number of shares

Percent
The percentage of employees in the pay pool who received the specified number of shares

Avg Salary
The average salary of the employees in the pay pool who received the specified number of shares

Avg % Sal
The average percent of the employees’ payout that went to salary for the employees in the pay pool who received the specified number of shares
This column does not include any employees who received a pro-rated salary increase, target % increase to current salary, or override salary increase.
Avg Sal Inc
The average salary increase of employees in the pay pool who received the specified number of shares

This column does not include any employees who received a pro-rated salary increase, target % increase to current salary, or override salary increase.

Compensation Lanes
If used, enter each compensation lane with the minimum and maximum salaries for the lane.

Note: If additional lanes are required, insert rows into the middle of this area so that the lookup formulas referencing them will include the new values.
PS-B-Ln
The compensation lane name, i.e. YB-02-A, YA-02-B, etc

Min
The compensation lane’s minimum salary 

Max
The compensation lane’s maximum salary

Delta
The difference between the lane maximum and lane minimum

Hi % Factor
The ratio of the lane maximum to the lane minimum
Used for the Lane Multiplier method

Count
The number of employees in the specified compensation lane

Avg Sal
The average salary of the employees in the specified compensation lane

Avg Sal Inc
The average salary increase received by employees in the specified compensation lane

% Inc of Avg
The percentage that the average salary of employees in the specified compensation lane increased after applying the salary increases
1-6 Shares Low/High %
The low and high percentages to use when calculating the percent to salary on the Data tab for each compensation lane/share combination

To account for the minimum and maximum values being altered by the Element 2 funding, change the values in the minimum and maximum cells to reflect the dollar value multiplied by the Element 2 funding percentage.
For Example: If the funding for Element 2 is set at 1%, and the decision is made to raise the minimum and maximum salary level by that percentage, you would multiply each minimum and maximum value by an additional 1%.
In the case of Pay Schedule/Band YA-01, the 2008 minimum was $26,008.  To reflect the updated value, change the minimum to the formula =26008*1.01.  This will give you a value of $26,268.

Pasting back into the CWB
After using the ECC spreadsheet to determine the percent to salary,
1. Sort the CWB by Payout Eligibility, Rating and Employee ID (columns R, Z and C in CWB V3.0).
2. In the ECC spreadsheet, click the “Sort for CWB” button to sort the ECC by Rating and Employee ID (columns H and D).
3. Copy the values in the “Sal Incr % for CWB” column of the ECC spreadsheet and paste them (using the Edit menu ( Paste Special ( Values) into the “Salary Increase Split (%)” column of the CWB spreadsheet.

Note:  If there are employees whose Salary Increase Split (%) column is grayed out (e.g., employees on pay retention), you will have to paste the values in “chunks” because you will not be able to paste across a grayed-out cell.  

ECC default recommendations
The ECC was designed to give you several options when determining how to distribute your pay pool funding between salary and bonus.  We didn’t want to restrict a pay pool into using only one method when it came to the task of determining payouts.  After working with several pay pools, and after assessing the different methods we have available, we would like to recommend a few ideas as a starting point for any pay pool using the ECC for the first time.

We recommend that you use the Lane Multiplier method when you first use the ECC.  This method will take all of the guess work out of it for you.  You won’t have to decide on what looks, or feels like a good split between salary and bonus, rather you will just let the ECC calculate it for you.  We recommend that you use the Lane Multiplier method when you first use the ECC.  This method will take all of the guess work out of it for you.  You won’t have to decide on what looks, or feels like a good split between salary and bonus, rather you will just let the ECC calculate it for you.  We recommend starting with a value of 2.  Use a lower lane multiplier value to get lower salary increases on the high end, or a higher lane multiplier value for the opposite effect.  You can vary the value by fractions (1.5, 1.2, 2.3, etc.).
We also recommend that you use the status quo for the “Additional Salary Increase for Each Additional Share” section of the ECC (100%, 50%, 33%, 25%, and 20%).  As explained earlier, this section can be used to put more or less emphasis on those individuals receiving more shares.  

After you get familiar with how easy it is to work with the ECC, we encourage you to alter the lane multiplier number, and or the “Additional Salary Increase for Each Additional Share” section of the ECC.  Once you do this, you will see how flexible the ECC is in accommodating almost any compensation strategy.
POC for the ECC is Ed Kall (ed.kall@us.army.mil).
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