Dear [from e-mail header]:

Thank you for agreeing to take part in our e-mail study of wage and

sal ary deci sions. The paragraph bel ow descri bes a hypothetica
situation for which you are to offer conpensation reconmendati ons.
Assune that the hypothetical firm s conpensation philosophy and
policies are the same at the firmor organization you typically advise.

Once you have read the hypothetical, please respond to the questions
that follow

* According to the surveys available to you, over the | ast year other
firms in your |abor market gave an average wage and sal ary increase
(including merit raises, cost-of-living, and general increases) of
"X0"% while your company’s average wage or salary increase over the
| ast year was "X2"%

* According to the surveys, your conpany currently pays between "X3-2"%
"morel ess-" and "X3+2"% "norel ess+" than the average conpany in your

| abor market for conparable jobs. This puts your conpany at about the
"X4""th" percentile of the firms in your |abor narket.

* The surveys al so suggest that the average firmin your |abor market
is expecting to give a total wage and salary increase of "X1"%

* CPl inflation last year was "X1-1.9"% It is forecast to be roughly
the sane over the conming 12 nonths.

* Managers report having "Diff_hire" difficulty filling positions.

* Managers also report having "Diff_retain" difficulty retaining good
wor ker s.

* The unenpl oynent rate in your |abor market (however you think about
your |abor narket) is "X5"% No change is expected over the com ng
year.

* Your firms rate of net revenue growth has "Net_ Rev_Ind" the rate of
the average firmin your _industry_.

* Your firms rate of net revenue growth has "Net Rev_Econ" the rate of
the average firmin the _econony_.

* There will be no change in the benefits package offered by your firm



Questions: TO SEND US YOUR ANSWERS JUST REPLY TO THI S E- MAI L.

1. If it were your job to recomend conpensation policies for a firmin
t he above circunstances, how much woul d the wage or salary of the
average worker at the firmincrease over the com ng year if your
reconmendati on were adopted?

%

2. Do your nornal duties include the devel opment of recomrendations for
general wage and sal ary increases and/ or recomendati ons for the size
of the pool of nobney available for nmerit increases? |If yes, tell us
whet her you have each of the followi ng avail able to you when you make
your reconmmrendati ons:

Pl ease check by typing an "X" in the respective |line(s)

2a. surveys of the wages and/or salaries paid by other firms

2b. surveys of the expected rate of increase in wages and sal aries at
other firnms over the com ng year (or information that could be used to
conpute that such as the expected percentage increase in the nerit poo
etc.)

2c. the unenploynment rate in the cities in which you operate

2d. the unenploynment rate in your industry or industries

2e. the history of CPlI inflation

2f. all of the above

3. Wiich of the follow ng statements best characterizes how i nformati on
on forecasted inflation and surveys of the expected future wage and
salary increases in your |abor market affected your reconmended

i ncrease in the hypothetical above?

Pl ease check by typing an "X" in the respective line(s)

3a. Expected wage and salary inflation was too small to be a factor in
t he decision. Qther considerations conpletely doni nated my decision



3b. | conputed what wage and sal ary increase woul d be necessary to
achi eve my company’s desired position in the distribution of wages in
our market. Then | adjusted that according to the expected rate of

i ncrease in wages and prices over the coming year

3c. Inflation and expected salary increases were just two of many
things | considered in formng nmy recomrendation. It is inmpossible to
say precisely how they affected ny judgnent.

4. Do you have any thoughts about how realistic our hypothetical was?
WAs there information that we shoul d have included but did not? Are
there any changes we could make to make the hypothetical a nore
realistic representation of the decision environment that conpensation
prof essi onal s actually face?

PS If you would i ke to be inforned about the results of our survey and
recei ve copi es of studies using this survey please send a separate e-
mail with the words "Mailing list" in the subject and/or the first line
of the e-mail and your nmiling address in the text.

THANK YOU VERY MJUCH FOR YOUR HELP! - Ceorge Akerl of

CGeorge A. Akerl of

Gol dman Prof essor of Economnics
Depart nent of Econonics

549 Evans Hal |l #3880

University of California

Ber kel ey CA 94720- 3880

E- Mai | : akerl| of @con. ber kel ey. edu



