Compensation for personnel services is the major expenditure of higher education institutions. Compensation includes not only salaries and wages paid but also the fringe benefits which accompany them. Benefits constitute an increasing percentage of compensation and particular attention is given in this chapter to describing their characteristics.

Salaries and Wages
There are many factors which influence the level of salaries or wages paid in colleges and universities. One of these is the market in which competition for employees occurs. There are two distinct markets for higher education personnel. For administrators, faculty members, and other professionals the market is national; they may be apply for and be recruited for positions in any part of the country. In order to be competitive, institutions must offer compensation roughly comparable to other institutions wherever they may be located. Although there are still differences by region, by type of institution, and by type of setting (rural, urban, metropolitan), there is a tendency for professional salaries to be similar throughout the United States. A few well-financed institutions are able to be highly selective in employing professors and administrators while, at the other end of the scale, some must employ less promising staff. Because of the slowed growth of higher education and the scarcity of openings in relation to the numbers of qualified available personnel, almost every advertised position will have many applicants. The situation is almost completely reversed from that of the 1950’s and 1960’s when positions were seeking people to one in which people are seeking positions. For nonacademic personnel the market is primarily a local one; clerical and custodial personnel are recruited from the local or nearby communities. Wages which are paid nonacademic personnel are those which are competitive with the local market for similar positions.

A major factor influencing the comparative level of faculty salaries within an institution is the area of specialization of the faculty member. Specialists whose field is in great demand outside higher education are the ones who receive higher salaries in institutions. Thus, faculty in engineering on the average are paid more than faculty in English. The propriety of this fact is often questioned by academicians in fields having little currency in the world outside higher education, but the necessity for it is defended on the basis that highly qualified faculty can be secured in certain fields only if salaries are somewhat competitive with those of business and industry. Those who defend differentials in salary by fields point out that institutions having single salary schedules have almost uniformly weak physical science departments.

Other factors influencing salary levels are salary schedules and policies of institutions and availability of funds. The single salary schedule is one which takes into account two factors: experience and highest degree attained. Sometimes rank is included, but it takes no account of fields of specialization or evaluations of merit. In a single salary schedule, a faculty member with a master’s degree and 5 years of credited experience can determine what his/her salary will be by finding the appropriate box on the schedule; all other faculty members with the same degree and years of experience will have the same salary. Because it is commonly used in elementary and secondary school, the single salary schedule is most commonly found in those institutions such as junior colleges or former teacher’s colleges which have or have had some close ties with those schools. A major difference of these schedules is their ease of administration; their use also decreases contention over differences in salaries.

Most colleges and universities tie academic salaries less rigidly to a fixed schedule. They are more likely to have ranges, or minimum and maximum salaries by rank with overlapping amounts; for example: Assistant Professor, $35,000 to $45,000; Associate Professor, $40,000 to $65,000; Professor, $55,000 and up. Such overlapping ranges provide considerable flexibility in differentiating salaries by field and in awarding salary increases on the basis of merit. Of course, because of inflation, the amounts in the boxes of the single salary schedule or in ranges change frequently. Merit and its application to salary increases pose serious problems in personnel administration. Almost everyone agrees that there is such a thing as merit; that is, some personnel are more effective and productive than others. Beyond that point, there is wide disagreement about whether merit can be measured, about who can appropriately determine it, and about whether it should be reflected in differences in salary determination. Objections are raised to the inclusion of student evaluation, peer evaluation, administrator evaluation, or a combination of these if they are to be used for merit salary increases. Among those institutions which employ some form of merit increases, administrator ratings are the most widely used basis for determining differential salary raises.

Special salary increases usually accompany promotions in rank. For example, institutional policy may provide that any assistant professor promoted to associate professor will receive a 10 percent increase on that basis in addition to any other increases to which he or she may be entitled for that year. On occasion, when money for salary improvements have been general with promotions in lieu of salary increases as a way of recognizing the accomplishments of faculty members. This practice almost always creates problems in later years because of unbalanced rank and salary relationships.

The norm for faculty employment is the academic year and faculty salaries are typically established on that basis, although a few institutions have 12 month appointments and in many institutions some faculty are on 12 month salaries. Most colleges and universities conduct operations in addition to the regular academic year programs. There are summer schools, summer research projects, and special continuing education conferences and courses. Most of these are not covered by academic year contracts or salaries, and faculty who participate in them typically receive supplemental compensation for their work. Pay for such extra work is commonly determined on some fraction or percentage of academic year salary, although sometimes a specified dollar amount per course or other activity is used. Since academic year salaries cover more than just the teaching of courses (for example, they also cover advisement of students and service on institutional committees), the rate of pay for summer or other extra courses is at what appears to be a lower rate than for a regular course during the academic year. A summer course paid at the rate of 7 percent of academic year salary for a faculty member who teaches 8 courses during an academic year would, if multiplied by 8, amount to only 56 percent. This differential is a source of some dissension and confusion between faculties and administrations.

Another type of supplemental compensation is frequently paid to faculty members who are serving in administrative positions such as department headships or deanships. This additional compensation may take any one of several different forms such as flat dollar increase, a percentage of salary, or an extension of academic year salary to a full calendar year. Usually when the individual relinquishes administrative duties, the supplement is discontinued and annual contracts increasingly specify this fact.

In addition to supplemental compensation paid regular faculty, colleges and universities employ part-time faculty on an ad hoc basis for the teaching of courses. These adjunct faculty may teach special courses for which no regular faculty member has expertise or regular courses for which they are qualified. Their rate of pay is generally well below that of full-time faculty, and they do not usually participate in major benefit programs. When there is heavy employment of adjunct faculty, fears are aroused among full-time members that their jobs could be in jeopardy and there may be allegations of exploitations of labor. Since adjunct faculty do not ordinarily share some tasks such as advisement of students and service on committees, loads of full-time faculty are increased. Some coordinating and accrediting agencies place a limit on the proportion of adjunct faculty who can be employed or the percentage of courses which they can offer.

Nonacademic personnel are normally employed on a 12 month salary or wage basis. Their pay is usually determined by a classification and wage schedule similar in structure to a civil service grade and step schedule. These classification and wage schedules typically cover the full range of nonacademic positions from low paying jobs such as groundskeepers to high paying ones such as senior accountants and carry grade levels from 1 to as high as 25. Each position is graded and has several wage steps from entry level pay to a pay level for several years of experience in grade. Moreover, individuals are not usually locked into a single grade but can move into a higher grade as qualifications increase. For example, a groundskeeper 1 may, with the acquisition of additional skills, move into a groundskeeper 2 position at the next higher grade or later even to a groundskeeper supervisor at a still higher grade. Thus, there are incentives not only to perform well but also to improve skills for potential advancement. Nonacademic personnel at lower grade and pay levels are typically subject to wage-hour law provisions such as overtime pay. In the public institutions of some states nonacademic personnel are actually employed through the state personnel or civil service agency and all their work is subject to its provisions. Small colleges may have simple pay plans or no systematic plan at all for nonacademic personnel. An orderly system of some kind would seem to be advantageous for every institution.

Benefits
Benefits, staff benefits, and fringe benefits are all terms applied to compensation other than direct salaries and wages. In many institutions they will amount to as much as a third or more of compensation. For the decade of 1970 to 1980 benefits increased much more rapidly than salaries and wages. Resistance to college salary increases stiffened, institutions which poor benefit packages sought to improve them, and ordinarily a dollar increase in fringe benefits was less costly to a college than a dollar increase in salary and often was worth more to the employee; all of these factors influenced the rapid growth in benefits. Excellent benefit programs can be a major employee recruitment device.

Benefits fall into three general types: cash, noncash, and environmental. Cash benefits are those for which the employer makes a dollar contribution; the most costly one is usually retirement. Noncash benefits are those for which the employer does not have to allocate additional money; various kinds of leaves are good examples of this type. Although noncash benefits do not require additional monetary outlays, the impression that they do not cost anything is misleading. If the number of paid employee holidays is increased, their services are lost during that time, thus decreasing their total of working days and resulting in the loss of their productivity for those days. An argument can be and is made that vacations enhance productivity of remaining work days, but their must be a point at which more productivity is lost than is gained.

Environmental benefits are easily overlooked, but they can be important to both an institution and its employees. Their cost to a college is little or nothing; their perceived value to employees may be great. Environmental benefits may be intangible or undefinable, but they are nonetheless there for many staff members. Large numbers of faculty members would be willing to, and many do, work in a college at a lesser compensation than they could secure in other employment. The subsidization of higher education by faculty members is an acknowledged phenomenon. But the phenomenon extends to many nonacademic staff; secretaries and even custodians feel a sense of pride and importance in talking to their friends about working at "the college." Much of the environmental benefit accrues from the esteem in which higher education institutions are held by the general public as representing the highest level of education and culture in the society. And, although employees have frequent complaints, they also generally believe that working conditions and consideration for individuals are superior to those in other employment.

Retirement

TIAA, linked in 1952 with College Retirement Equities Fund (CREF), is the largest retirement system for college staff members. It is characterized by individual memberships and institutional contracts. Like most retirement systems, it has three primary sources of funds which enable it to pay retirement benefits: contributions of individual members, contributions of their institutions, and returns from investments. Each individual has an account into which are placed his or her contributions and those made by the employer for him or her and to which is added a proportional share of the corporation’s investment returns. At the time of an individual’s retirement the amount in this account, the annuity option chosen, the age of the individual, and future guaranteed interest constitute the major bases for the determination of annual benefits in TIAA.

The CREF was set up in 1952 in an effort to provide a hedge against inflation not provided by the TIAA fixed lifetime annuity. Experience had indicated a high relationship between rising costs and rises in stocks. The major difference between TIAA and CREF is that investments of the latter include a larger portion of growth stocks. In TIAA-CREF the member has an option of placing all contributions in TIAA or in CREF, or splitting them equally between the two, or making the division 25 percent and 75 percent. For the individual member, CREF consists of accumulation units during the contribution period and annuity units after retirement. Each month’s contribution purchases a certain number of accumulation units depending on the value of that month’s accumulation unit, which is determined by dividing the market value of CREF’s accumulation fund by its total number of accumulation units. The CREF annuity pays a retirement income that varies year by year. At retirement an individual’s accumulation units are converted into a fixed number of annuity units. Once each year the annuity unit is revalued; changes in its yearly value depend primarily on changes in market value plus dividends from the previous fiscal year. The yearly annuity from CREF can either increase or decrease.

TIAA-CREF has several advantages over most other retirement systems. One is immediate vestment is a stage in which a member of a retirement system has permanent status in that system and a guarantee of an annuity at the age of retirement. Other systems typically require 10 to 15 years of membership before vestment is attained. If a member leaves covered employment before that period, his or her membership is terminated usually with a provision for the return of the member contributions plus minimal interest but with no provision for return of employer contributions. Such policies decrease the ease of mobility of personnel from one system to another. Under TIAA-CREF, however, once an account is established the contributions of the employer as well as the employee become permanent and will provide a fund for eventual retirement annuities for the member. Moreover, a member who accepts a position in a noncontracting institution may continue to make contributions directly to his or her account, thereby continuing to build the account’s funds for retirement. This portability advantage is further enhanced by the large number of colleges and universities which participate in TIAA-CREF. It is the primary retirement agency for private colleges and universities and counts many public institutions among its participants.

Another advantage of TIAA-CREF is its freedom from political influence. Some provisions of state retirement plans and of the federal Social Security system are more the result of political maneuvering than of sound retirement planning. Neither Social Security nor most state systems are based on strict actuarial principles.

Great flexibility, both in institutional contracts and in options available to members, is also a strong feature of TIAA-CREF. The level of contribution by the institution may vary from one college to another, thereby permitting less affluent institutions an opportunity to participate. Contractual flexibility enables different colleges to develop variations in rates of contribution and personnel covered with them which seem to fit their situations. A major value to institutions is that they are freed of the burden of managing a system of their own. The management of both TIAA and CREF has compiled a good record of investments and earnings; trustees elected by the members have been outstanding administrators and professors from fields like economics, finance, administration, and related specialties.

The primary retirement plan for many public colleges and universities is a state system. Commonly it is the same system which covers public elementary and secondary schools; some of these systems cover other state employees as well. There is great variation among state systems in eligibility for membership, contribution rates, requirements for vestment, and levels of retirement benefits. The typical state system, like TIAA-CREF, secures its funds for paying benefits from three major sources: member contributions; employer contributions; returns from investments. Provisions for the system are usually regulated in some detail by state laws.

In most state systems membership of employees in participating institutions is mandatory as is the employee contribution rate to the system. This rate varies from a low of less than 4 percent of salary in one state to a high of over 9 percent in another. Employer contribution on behalf of the employee also varies; in some states it equals the employee contribution, in others it may be more or less.

The determination of retirement benefit payments in state systems is not normally made on the basis of funds in the account of the member. There are usually three factors which enter into the calculation: number of years of covered service, an average of highest annual salaries in several years immediately preceding retirement; and a constant, that is, a standard percentage used for each member. For example, a state formula for calculating the "maximum" benefit of a member is years in service times the average of the three years’ highest salary in the last ten years of employment (normally, but not always, this will be the average of the last three years) times a 2.0 percentage rate. If a member has 30 years of service and an average highest salary of $25,000, his or her maximum annual benefit will be $15,000. This is called the maximum benefit because it is the highest amount which can be paid and is payable as long as the retirant lives; all benefits cease at his or her death. If the retirant selects an option which provides an annuity after his or her death to a surviving spouse or other beneficiary, the maximum benefit will be reduced. Options are normally available which would continue the same annuity to a surviving beneficiary, or two-thirds or one-half the annuity to a survivor. The reduction in the amount of the member’s annuity will depend on the option selected and on the age and sex of the beneficiary.

Both TIAA-CREF and most state retirement systems have some provision for a death benefit if a member should die before retirement. The death benefit typically includes the member’s contributions and interest on them; it may include some additional amount. State systems may allow disability retirement, normally only after vestment. However disability retirement is calculated, it is usually at a considerably lower annuity than regular retirement. Eligibility for full or regular retirement benefits is related either to years of service or age or both. Some systems permit retirement at any age with full benefits if 30 years, or some other number of years, of covered service have been completed. A system may also permit retirement with full benefits at any age from 60 to 70. The major reasons for an employee to continue working beyond the period of eligibility for full benefits will be an increase in the number of years of service and maybe a higher average salary to be entered into the formula for determining the level of retirement pay. On the other hand a member may elect to retire from a state system early and secure a full-time position in another state or a private institution, drawing both state retirement and a full-time salary. After retirement, some systems permit part-time employment in institutions covered by the system without reducing retirement benefits. The ceiling on such part-time employment is normally an annual dollar amount, sometimes the same amount permitted for postretirement employment by social security.

Most state retirement systems have buy-back provisions for former covered employees who return to employment within the system. For instance, a faculty member may have been employed in a state college for five years, left that college and been employed outside the system for five years, then been reemployed by the first college. Because of the state policy, the faculty member had to withdraw from the retirement system after three years because vestment had not been attained. Upon being reemployed within the state system, the faculty member may have an option to repurchase the initial 5 years of service by repaying the original contributions plus interest. Although there is no general reciprocity among state retirement systems, some will even permit a buy-in of the 5 years of out of system service. Many also permit buy-in for certain other kinds of employment, particularly of a limited number (usually 3 to 5) of years of military service.

Employee contributions to most retirement systems can be treated as tax-deferred income. That simply means that income tax is not paid on them at the time they are made but are deferred to the later time they are received as retirement income. If income tax is paid on contributions to retirement systems, those same amounts are generally income-tax free at the time they are paid back as retirement income. The advantage of tax deferment is that the tax rate after retirement is likely to be lower than it is for full-time employment because income will be lower. Just as social security income was historically exempt from federal income tax, some states exempt state retirement system income from state income taxes.

Most higher education institutions participate in social security, but a few states do not have social security in their public colleges. The social security system came into being in 1935, and at first covered only the worker upon retirement. But rather quickly, in 1939, the law was changed to pay survivors of a deceased worker and certain dependents of a retired worker. The survivors insurance protection is a major benefit to families whose primary wage earner dies early, perhaps leaving a spouse and young children who have no other income.

Social security has undergone numerous other changes and increases in benefits over the years. The proportion of workers covered has expanded until almost all jobs in the United States are covered. In the 1950’s coverage was greatly extended and for the first time was made available to state and local employees. It was at this time that most public colleges and universities came into social security, but a few states chose not to enter the system so that their public college and university personnel are without social security coverage. In 1957 disability benefits were added; in 1965 Medicare was added; in 1972 legislation was enacted to provide for automatic increases in benefits as the cost of living goes up. From its beginning contributions to social security have been shared equally between employer and employee. As benefits increased so did the percentage of wages withheld and the maximum annual wage to which withholding was applied.

Because of the various changes which were made in social security, by the mid 1970’s financial problems began to threaten the system. In 1977 legislation was enacted to restore financial soundness to the program, and increases in withholding were accelerated. By 1983 bankruptcy of the system appeared imminent unless major remedies were applied; the bailout act in 1983 provided further acceleration of social security taxes, delayed cost of living adjustments (COLAS) for 6 months, permitted federal income tax on half the benefits of the high income retirees, placed new federal employees in the system, and raised (far in the future) the age of eligibility for full benefits from 65 to 67. During the first four decades of social security income to the system far exceeded payouts; but the basis on which the system is funded is different from that of the typical retirement system, depending basically on income from current workers to support current payout. The soundness of the basic idea may be open to question; at the very minimum certain conditions must be present which did not prevail by 1983. One of these conditions is that there must be a substantially larger workforce than of benefit recipients. Precisely what ratio of workers to recipients is essential will vary with the levels of their pay and the percentage of that pay which is needed to equal all the payouts. High levels of unemployment will have an adverse effect on the system’s financial stability; there is a limit to which workers and their employers can and will pay from their current income to support others no longer in the workforce. The lack of direct ties of contributions to benefits is a major deficiency of social security. The third factor in level of payout of a typical retirement system, earnings from investment of funds not currently needed for benefits, is all but lacking in the social security program, although funds not required for current benefit payments and expenses were invested in government securities when there were such surplus monies available. In spite of a widespread lack of confidence, financial problems and other shortcomings in social security, its elimination would surely create worse problems.

One of the weaknesses of social security is its extreme complexity, which makes it difficult for the average person to understand. The point at which this complexity becomes personal, that is in the effort to calculate, approximate, or estimate one’s own retirement benefits, is especially disconcerting—an impossible task until immediately before retirement. For example, the formula used requires the calculation of indexed earnings for each year to be counted in determining benefits; COLAs must be added; if retirement occurs either before or after age 65 additional downward or upward adjustments must be made, and other factors ad infinitum influence the final dollar amount. Probably no other single improvement in social security would do as much to create renewed confidence in the system as the classification and simplification of the method for determining benefits to be paid.

Insurance
[image: image1]Health insurance occupies a high priority in the college or university benefits package. Financial protection against astronomical costs of even a minor illness requiring surgery or hospitalization is essential to the college staff member. Most health insurance plans include major medical coverage as well as hospitalization and surgical benefits. Health insurance premiums rise to keep pace with escalating costs and are more than many college staff members can afford without some assistance from the employer. Therefore, although substantial savings on premiums can be realized just from participation in a group policy, institutions typically pay all or some portion of the health insurance premiums of their employees. Most plans require the employee to pay the premiums for their dependents. Dental insurance is not commonly included in a health insurance program.

Other forms of insurance may be included as staff benefits. Like health insurance, their costs may be paid entirely by the institution, shared by the institution and the employee, or paid entirely by the employee. Term life insurance is a low premium form of protection for the dependents or beneficiaries of employees who may die during employment. Premiums are low because no cash or loan values accrue to the policyholder; premiums increase with the age of the insured. Term insurance is particularly important to young persons with heavy family responsibilities; they may be unable to carry adequate regular life insurance to meet their needs. Other types of insurance include long term disability or salary continuation insurance which will pay a portion of the salary of an employee who becomes disabled for an extended period of time. Accidental death and dismemberment insurance and unemployment compensation insurance are also often provided.

Holidays and Leaves
[image: image2]Holidays and leaves are normally noncash benefits; they do not usually require funds beyond those paid for salaries and wages. Because of unusual program scheduling times, holidays of colleges and universities are somewhat different from those existing in other parts of society. They also vary for different types of personnel within an institution. Long Christmas and East holiday periods are usually enjoyed by faculty as well as students. Part of these periods may not constitute holidays for administrative and nonacademic personnel. On the other hand, there are probably no annual leave provisions for faculty, while annual leave for administrators and nonacademic staff may be allowed for two weeks to a month. Paid sick leave with some accumulation of days is an important benefit for 12 month employees; for faculty sick leave is often an ambiguous matter—if they are ill, colleagues typically meet their classes and other obligations until they are able to return to work. Personal leave, if officially recognized at all, is usually limited to one or two days a year and may be used for whatever purpose the employee desires.

Leaves of absence without pay are common in higher education. Basically such leaves are granted to permit individuals to engage in activities which they need or wish to conduct for temporary periods of time while maintaining a continuing relationship to the employing institution. The granting and acceptance of a leave without pay usually carries an explicit or implicit agreement to return to the previous job or at least to a job in the institution. Leaves without pay are generally granted only to faculty members, administrators, or other professional personnel. Perhaps the most common such leave is for the purpose of pursuing additional study, completing work on an advanced degree, or increasing expertise in a specialization. Another common purpose of leaves without pay is to permit an individual to perform a study or special work for a business or government agency. Institutions look with favor on such leaves if they improve the staff member’s qualifications for his or her on-campus work or if they bring recognition to the institution. The normal length of leaves without pay is a year, but they may be for shorter periods or be extended beyond a year if circumstances warrant.

Sabbatical leaves are granted for purposes of renewal, scholarly study, engaging in a major piece of research or writing, or conducting other activities designed to improve the contributions a faculty member or administrator can make to the institution and to the academic world. Eligibility for sabbatical leave normally occurs after 6 years of employment, but it is not automatic; securing it generally requires submission of a plan of work; the presentation of a report is required upon its completion. The sabbatical period is normally a year but may be for a shorter period. Full or partial compensation is paid by the college or university; responsibilities of the individual on sabbatical leave are usually absorbed by the academic department or program in which he or she is employed. While sabbatical leaves do not require extra cash outlays by the institution, the financial burden of a fully operating sabbatical system in which one-seventh of the faculty were on leave each year would be tremendous. However, such complete systems are not in operation; most faculty do not apply for a sabbatical every seventh year, and some faculty never do so. In addition, many institutions have no sabbatical provisions. The sabbatical idea has received considerable attention in business and industry, especially in Europe, and is in use in several French businesses.

Tuitions Remission or Reduction
Because of the high value placed on education by college and university employees, assistance in meeting the costs of college attendance by them or their dependents is an especially appropriate benefit. Tuition remission or reduction benefit programs are in widespread use in private institutions but are rare in public ones. Many private colleges extend this benefit to employee dependents who attend other colleges by paying tuition or partial tuition charges through reciprocal arrangements among a group of colleges or even by direct payments to other institutions. Just as a tuition remission or payment plan is a significant benefit to employees during the years they have dependents attending college, it is also a cost to the employing institution for which it should be able to account. If the operation of the plan is such that the tuition assistance is simply not collected nor recorded, the college is not able to keep proper track of the cost to it of this benefit.

Other Benefits 
The list of staff benefits could be extended at great length. Free or reduced rate access to recreational facilities such as gymnasiums, swimming pools, fishing lakes, and lodges is common. Also common are special privileges or reduced rates to institutional events such as lectures, concerts, dramas, and intercollegiate athletics. Quality products of auxiliary enterprises or special training programs may be available to staff members on a priority basis; some land grant universities are known for the superior ice cream, cheeses, cured hams, and other byproducts of their programs. Other institutions, especially private ones, have arrangements through which their employees may purchase appliances and other consumer goods at special discounts.

Housing for staff is a special problem for colleges in rural or isolated locations. In order to secure faculty or administrative staff, these colleges may have to provide either homes or apartments. Other institutions may have a limited amount of staff housing available. If for some reason a staff member is required to live in college housing, rent may be free or nominal; in all other cases a college is likely to treat staff housing as an auxiliary enterprise. Because of its various official uses, it is normal for a college to maintain a president’s home; in residential colleges homes or apartments may be furnished for other administrators such as deans of students or academic deans.

Special arrangements are found in religious institutions, especially Catholic colleges, in which a substantial part of the college’s operation is conducted by members of religious orders whose services are contributed. This means that they are paid only a small cash monthly allowance, but the institution must furnish them both housing and meals and sometimes clothing and other essentials.

An attractive benefits program is of great value to securing and retaining qualified personnel. As additional revenue becomes more difficult to raise, creative and ingenious colleges will find ways to improve and make known the noncash and environmental benefits they offer.

