Healthcare Executive Salary Increases to Moderate in 2009
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A recent survey conducted by Integrated Healthcare Strategies, a leading health care compensation
consulting firm, indicates that salary increases for health care executives will be lower in 2009 than in
2008. In this time of concern about declining rates of reimbursement, decreasing patient volumes, and
lower resulting revenues, a growing number of organizations are freezing executive salaries altogether.
Despite the challenging environment, individual and organizational performance remain the key drivers
influencing decisions about executive compensation.

This article details the results of the survey, which was conducted in December 2008 and included
responses from 78 tax-exempt health care organizations from across the country.

Executive Salary Increases Decline to 3.5%
The survey reports a median executive salary increase budget of 3.5% in 2009, down from 4.0% in 2008.

Salary increase budgets also decreased for middle managers and staff, but by a slightly lesser amount.
The following chart shows median and average salary increase budget figures for each employee group.
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Salary Freezes More Common

Among the major findings of the survey is that almost half of participating organizations discussed
freezing executive salaries in 2009. While only about a third of those that considered it ultimately
decided to proceed with a salary freeze, the number of organizations freezing executive salaries has
more than tripled in a year, from 5% in 2008 to 17% in 2009.

The majority of organizations that froze salaries for executives did not freeze salaries for other employee
groups. Of the 13 organizations that reported salary freezes for executives, only five froze salaries for
middle managers and only four froze salaries for staff.

In each case in which salaries for middle managers or staff were frozen, salaries for executives were
also frozen.

Performance Strongly Influences Compensation Decisi ons

As a part of the survey, organizations were asked to rank a number of factors that were considered in
making decisions about executive salaries in 2009. Organizational and executive performance were
ranked as the most important factors, followed by concern about the economy. A smaller number of
organizations ranked public perception, hospital staff perception, and medical staff perception as being
very important.
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Summary

Recent survey results show that freezing health care executive salaries will become more common in
2009. Of organizations that intend to award a salary increase, budgets for such increases have gone
down to a median of 3.5% in 2009 from 4.0% in 2008. A number of factors influenced the decisions for
health care executive salary increases.

This article summarized the results of the salary survey conducted by Integrated Healthcare Strategies
for fourth quarter of 2008. We continue to receive questions from healthcare organizations across the
country related to the current economy's impact on salary and benefit expenditures. In response to
these inquiries, we are conducting an expanded follow-up survey this quarter covering salary, incentives
and benefits. We expect that we will be monitoring these trends throughout 2009. Invitations to the first
guarter survey will be e-mailed shortly and results will be shared with all participating organizations.

About Integrated Healthcare Strategies

Integrated Healthcare Strategies is a leading human capital firm offering a complete array of consulting
services through its five practice groups that exclusively serve the health care industry. Our largest
practice is focused on the analysis and design of compensation and benefits programs provided to
executives, physicians, and other key employees. Our client base encompasses the full spectrum of
health care organizations. Integrated Healthcare Strategies takes pride in its creativity and track record
in developing innovative solutions to compensation and benefit issues. Our other services include
physician strategy and compensation, human capital solutions, labor relations, leadership transition
planning, executive search, employee surveys, performance management and trustee governance
solutions. For more information, call 1.800.327.9335 or visit www.IHStrategies.com.
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