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ABSTRACT 
Faculty compensation is a critical management tool for 

increasing faculty productivity, improving cost efficiency, and enhancing an 
institution's public image. Factors that determine faculty compensation 
include academic rank, faculty productivity, discipline market pay, ability 
to obtain external grants, seniority or length of service, service in 
administrative positions, professional service, and graduate teaching and 
guidance. The best predictor of salary within an institution and within any 
rank are an individual's years of experience, with the number of articles 
published the second best predictor. The digest includes a discussion of the 
three types of faculty compensation systems used in the U.S. and describes 
the ideal faculty compensation system as follows: the value, vision, mission, 
and goals of the organization must be clearly defined; each individual must 
accept personal responsibility for achieving these goals; faculty performing 
at a satisfactory level must receive a compensation increase to maintain a 
constant standard of living, while faculty performing at an 
above-satisfactory level should receive a compensation increase appropriately 
more than the satisfactory level; and faculty must believe the compensation 
system to be administered in a fair and objective manner. Five criteria for 
designing an effective higher education faculty compensation system are also 
included. (Contains 29 references.) (CS) 
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As iiistiiution:il oolicv-mikers develoii iiti aeeiid;~ for the new decade. f;iculty coinpensiltion (Tuckman and Tuckmn, 1976, p. 55) is the second best predictor. Publication of scholarly 
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should be viewed ;is a criticill nntwgement tool for increasing faculty productivity, 
improving cost efficiency. and enhancing their institutions' public images (Benjamin. 1998; 
Miirch~int mid Newixin. 1994: I.illyd;ihl and Singell, 1993; Miller, 1992: Taylor. tlunnicutt. 
and Keeffe. 1991.) . ' 

Factors That AlTwl F:tculty Compensation 
Institutions possess limited control over the amount of funding available to finance 

fisulty compensation. For example, decisions which determine tlie amount of funds 
avaihble for faculty compensation are often affected by external or envir6nienr:il forces 
that the institution cannot fully control. The variety of forces h i t  iiffect tlie amount 01 
funding for higher education faculty compensation suggests ;in ongoing, continual, cycle 
cre;iting a loop. Figure I presents ;I 1iypothetic:il feedback model that calls attention to the 
wide range of fuctors that educators need to keep in mind when ;ittempting to change 
Liculty compensation. 

Figure I :  Instituti0tl;iI Funding Feedhick Mech;inism 

Pit blic 

'lliis model implies tliiit e x h  institution needs to scan its environment continuously to be 
: iwf i '  of public perception and the attitudes of political xtors in order to be able to respond 
effectively to the deixinds of these groups. The modern higher education environnrnt 
fcrrccs c:icIi iiistitiiiioii to k cogiiizaiit of its role ;IS i i n  eco~~o~nic .  s0ci:iI. and cultur.d agent 
for the stakeholders it  serves. The model presented in Figure I reflects the following: 
I. The public's perception of how well ;in institution is fulfilling its mission will impact the 
:mount of iiistiiiitioiliil funding the public will suppon (Foldesi. 1996. p. 30; Breslin and 
Kl;igliolz. 1980, 1). 44). 
2. The level of funding an institution acquires directly affects the level of fiiculty 
compensation, 

3. The level and the structure of the fiiculty compensation system iiffect the success the 
iiibtiiiitioii :icliic\,cs iii I'ullilliiig its inissioii. 

Internal Factors That Determine Ricully Compensation 
Internal to tlie institution ;ire specific factors that determine faculty compensation. These 

are the various faculty atuibutes and activities chat are rewarded within the institution 
including: academic rank. faculty productivity. discipline market pay, ability to obtain 
external grants. seniority or length of service to the institution. service in 
administrative positions. professional service, graduate teaching and guidance. and any 
other factors tkit cause differences i n  compensation among faculty members. For some 
institutioiis. there nuy be differences i n  compensation thiit 

resiili from purely subjective f;ictors. 
Enwirical studies of factors that affect individual fitcultv compensation typically have 

journal articles enables individual faculty members to be promoted more rapidly and once 
the top rank is reached. publication enables an individual's compensation to continue to 
rise. Book publication is not as rewarding as article publication. I t  appears that: 

.... the marginal returns to research effort appear lo be fairly low, even if  the sal- 
ary increments attributable to publication are projected over the faculty member's 
lifetime ... land] the returns to book publication may be less than the returns to ar- 
ticle publication (Tuckman and Tuckman. 1976. p. 62). 

Evideilce chat research and publication significantly affect a faculty members' 
compensation level appears in a number of studies (Fairweather, 1993. p. 64; and 
Fairweather, 1995, p. 189; Hunnicutt, Taylor, and Keeffe. 1991, p. 19; Kasten, 1984, pp. 
512-513; Marchant andNewman, 1994. p. 1 5 0  Prewit, Phillips, and Yasin. 1991, p. 413;). 

These studies seem to suggest that faculty rewards for teaching are minimal at best. 
Kasten reports that "Research on the relationship between teaching and rewards has been 
inconclusive" (1984. p. 501), and cites eleven studies since 1970 that reached different 
conclusions about teaching and faculty rewards. 

Working in an administrative position on campus directly increases an individual faculty 
member's compensation. The extra responsibilities of an administrative position are 
usually reflected in higher pay, Administrative positions are also typically funded for 
eleven or twelve months of the year. while teaching and resemh faculty are compensated 
for only nine months. And lastly: 

Those with a previous history of administrative activity also receive high salaries, 
prinwily because the increases they receive while acting in an administrative role are 
not taken away when they return to a research or teaching position (Tucknun and 
Tuckman. 1976, pp. 59-60). 

Faculty Compensation Systems Used in Higher Education 
Higher education institutions in the United States compensate faculty with one of three 

types of systems: ( I )  the contract salary system (CSS). wherein each Faculty member 
negotiates his or her annual salary with the employing institution (Beaumont. 1985, p. 3). 
A CSS is often referred to iis tnerit pay; (2) the single salary schedule ( S S S )  based on an 
officially specified salary for each academic mnk. I t  includes a fixed schedule of salary 
steps within each rank and a normil, time-in-step specification for each salary step 
(Beaumont. 1985. p. 3); or (3) a non-traditional faculty compensation system which 
includes any compensation system other than a pure S S S  or pure merit system 
Summary of Advantages and Disadvantages of Traditional Compensation Systems 

A nwit compensation system for higher education fxulty represents a pkin that has 
great implicit appeal. Its biggest institutional advanlage lies in its political and cultur;il 
accepr:ibility. making it consistent with the basic cultural norms of the United States that 
link conipensxtioii to performince (Fassiotto. 1986; Hammond and McDermott. 1997: 
Clwdy. 1988; Liuer, 1991; Calhoun, 1983). The 
advantage of ;I faculty merit compensation system represents a powerful and undeniable 
benefit for an institution. However, owe in place. operational disadvantages may appear. 

The operdtiotxil disadvantages of a faculty merit compensation system range from 
difficulty in establishing ;in equitable or fair system to excessive paperwork needed to 
comply with reporting requirements. to less collegiality, collaboratioll, and cohesiveness 
among fmdty (Tharp, 1991; Hunnicutt. Taylor and Keeffe, 1991). In addition. inerit 
system increase opportunities for subjective compensation decision nuking by 
administrators. A reduction in the relative importatre of teaching effectiveness, a reduction 
in service activity by faculty, and a reduction in scholarship quality while increasing 
quantity. have also been reported to be linked to a h x l t y  merit compensation system. 

A single salary schedule ( S S S )  has h e  advantages of being easily administered, 
generally accepted by faculty as fair and equitable and of promoting collegiality and 
cooperation among faculty (Hansen. 1988). Faculty report that a S S S  bolsters faculty 
morale. results i n  more meaningful scholarship. and emphasizes teaching effectiveness. As 
for disadwnlages, ii S S S  rewards Faculty tenure more than performance; it  bases ail 
individual's compensation on historical data, which makes it  somewhat culturally 
unacceptable and opens the institution to public censure (Aristotle. 1998). 
Characteristics of an Ideal Facully Compensation System 

The hypothetical faculty compensation funding feedback model presented in figure I 
provides the foundation for determining chuacteristics of ;in ideal faculty compensation 
system. Such a system would include the following: 
I .  The value. vision, mission, and goals of the organization must be clearly and 
specifically defined so that objectives are clear to all the participants (Chaffee and Sheer, 
1992, p. xix). 
2. Each individual. in some way. must :iccept personal responsibility for achieving the 
goals and accomplishing the mission of the organization (Chaffee and Sheer, 1992. p. 
Y V i  . .  .. . -,., 

found that the best predictor of salary within ;in institution and within any rank are an 
individuil's years of experience (Lewis. 1996. p. 46). The number of articles published 
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3. Faculty performing at ;I s;itishctorily level must receive ii compensatioii increase to 
nxiintain :I coiiskint st:ind;ird of  liviiig. while Faculty performing iit :in above sa t i sk to ry  
l ~ ~ e l  should receive ii compeiis;ition increase appropriately more thiiii the s;itisfactory 
level. 

4. Rculry iiiust believe tlie compensation system to be administered iii ii fair nnd 
objecti vc mi i~iier. 

Designing iiii E l k l i v e  Higher Education Faculty Cornyellsation Syslein 
The faculty compeiisiition system that a pluticuku higher education institution 

establishes will have a inijor impact on the future success and quality of the institution. 
Thus, it should be a pkin which is widely discussed and supported before being 
implemented. Decisioiis must be reached on a number of policy issues: to react or not to 
the external nurketpl;ice.,to rely exclusively on a core salary or to use the core as a base 
around which there is considerable rmni  for incentives. to tie or iiot to tie annual salary 
c1i;iiiges to aiiiiu;iI perfornxiiice. to elevate or neglect teiching and public service as criteria 
for salary adjustnsnk to integrate or decouple compensation for merit evaluation and for 
f:iculty development, to invite or exclude faculty participation in the determimition of nwi t  
pay iirreases. ;ind to nmke public or keep private the actual sakiries provided to Paculty 
(Hearn, 1999. pp. 404-407). 

Once the direction of the institutional general fxul ty  compensation policy 1x1s been 
determilied, work ciiii begin on tlie structure and dekiils of the compensation system. An 
effective ficulty compeiis;ition sysrein w e t s  rhe following criteria: 
1. The system must 61 appropriately with the mission statement of llie institution 
(Di;iniond. 1993. pp. 18- 19). For this alignment to occur. it miy be necessary to rewrite the 
institutioifs iiiissioii skitenwit. nxiking it "realistic. operational. :ind sensitive to Uie unique 
clxiriicteristics and slrengths of the institution" (Diamond, 1993. p. 8). A strong connection 
or link between iiistitutiorial go;tls, improved f;iculty perforinatice. :idditioiial compens;ttion. 
aiid :icceptance of increased compensation ;is an incentive (Lue r ,  1991. p. 52) should exist. 
2. The system must be sensitive to the differences among the disciplines (Diamond, 1993, 
p. 19). St;ind:irds of ;ippropri:ite faculty iictivity vary from one discipline to another. For 
SOW. basic research 1x1s tlie greatest value. while. for others, public service or 
uiidergmdu;ite te;iching nuy  Lx. more imponant. Recently, several authors have encouraged 
fiiculty iii higher educ;itioii to adopt ii braider definition of schokuship. while broadening 
the iictiviries for which ;I fiiculty nsmber  can receive rewird (see Boyer. I990 and Rice, 
1991). 
3. 'nie system must be sensitive to differences ;inlong individu;ils (Dimoiid. 1993. p. 19). 
Higher educ;itioii iiistitutions soi i r t i i i rs  hold every kiculty member to tlie s i i n s  skind;ird 
and do 1101 t;ike ;idviiiit:ige of the particul;ir strengths of individual faculty nlenibers. 
However. :iccording to Diamond, establishing a common standard by which to evaluate all 
Liculty inembers is uiire:ilistic and ciiii undermine the quality of an ;ic;ideinic uni t .  The 
truth is that outstanding researchers are not necessarily great teachers, snd great teachers are 
iiot always exceptional researchers (Diamond. 1993, p. 9). Rather than force every 
iiidividu;il into tlie smy: form, the goal for each depiutmeot, school, or college should be to 
bring together t:ileiited iiidividu:ils who can work togellier i n  ii synergistic iwnner to reach 
the unit's go:ils (Di:iinond. 1993. p. 9). 
4. 'l'lie system must be sensitive to standards established by regional, state, and disci- 
pliiiary accredikitioii :issocialions (Diamond, 1993. p. 10). 

5. The system must develop and incorporate ;in ;Issessment progfiim that is appropriate. 
perceived to be fair, and workable (Diamond, 1993, p. 21). Safeguards need to be built 
into any compensatioii system to ensure that decisions are based on objective perform- 
:mce criteri3 ;ind not personal judgnwit. 

Although these five chmcteristics of an effective compensation system :M desimble. a11 
iiistitutioii deciding ii chinge knows that the devil is in the details. As a consequence. an 
iiistilutioii imiy be forced by conflicts among stakeholders (faculty. administration, 
goveriiiiig board. state priorities. ;ind state and regional leaders) to be uinble to develop a 
compensation system that achieves all these strengths. There :ire always inevitable trade- 
offs between wliat is desiriible aiid what can actually be xhieved. 
CONCLUSIONS 

As we enter the new milleiinium. higher education decision-nxikers are focusing their 
;ittenlion oil nriii;igeiisnt practices aiid procedures to respond to the growing demiiids for 
academic qu;ility :ind iiccount;ibility from a variety of sources. Strategic planning and 
mission skitensnts :M widely xcepted tools employed by institutions to respond to these 
dennnds. This repon encourages the use of another min;igement tool--Caculty 
conipensiition. Institutions that align faculty behavior with the institutioixil nussioii will be 
more successful i n  avoiding public criticism, improving the public's perception of the 
qu;ility of tlie iiistilutioii. and :is i t  result. securing increased funding. As pressure mounts 
for ;iccouni:ibility. both from withiii :in institution :is well ;is exteni:illy. fiiculty 
comprnsatioii CJII LK an effective tool to align fiiculty behavior with iiistitutional mission. 
I f  ii lack of congruity between mission and the Faculty reward suucture exists. i t  should be 
addressed aiid resolved. Resolving such incongruities is one of the challenges for higher 
education in  the 21" Century. 
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