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One of Vision OHIO’s most important goals is the recruitment and retention of outstanding faculty. This report presents the recommendations of the Faculty Compensation Task Force, a group charged with responsibility to develop a multi-year strategy to move Ohio University faculty compensation forward in comparison with our peer institutions, to align institutional resources with this strategic planning goal. The investment recommended here addresses faculty recruitment and retention by improving the competitiveness of total compensation of full-time, tenure-track faculty relative to our peers. 
The Faculty Compensation Task Force has met weekly for the past three months to develop a plan to respond to the Vision OHIO goal of improving the competitiveness of Ohio University’s faculty compensation. The charge to the group was to identify a specific amount of funding for each of the next five years to improve Ohio University’s ranking among our peer institutions in total faculty compensation as defined by the AAUP. In order to meet its charge and recommend a total necessary investment to meet the goal, the task force assumed relative stability in the level of state funding as well as success in meeting individual academic unit enrollment targets over the next five years. Because this plan requires that Ohio University make incremental progress in catching up to and moving beyond several peer institutions over the course of several years, the assumption of stability is a fundamental condition for achieving our goal.
The membership of the Faculty Compensation Task Force, chaired by Provost Kathy Krendl, included Ben Ogles, Charles McWeeny, and Renée Middleton, who served as deans’ representatives; and Molly Morris, Shawn Ostermann, and Rajesh Narayanan, who were nominated by Faculty Senate to represent the faculty.  Michael Williford, Greg Fialko, and John Day provided staff support and conducted the analyses requested by task force members.

Analysis

The specific goal as stated in Vision OHIO is to “Compare salary and compensation with peer institutions and meet the goal of raising our percentile rank among peers by 15 points by 2010.”  With the current relative position of Ohio University’s total compensation among our peers, that equates to a goal of reaching the next quartile in those rankings. To determine a specific funding level target, we conducted a detailed analysis of the total compensation of the faculty of Ohio University and our peers.  The analysis included all continuing, full-time Group I faculty on the Athens campus and was based on estimates of total compensation over a five-year period of time for each of our peer institutions. 
The Task Force conducted an additional analysis controlling for regional differences in cost-of-living to understand the relative competitiveness of our total compensation funding compared with our peer institutions. This approach was borrowed from U.S. News and World Report in their analysis of Faculty Resources. They control for regional cost-of-living in their calculation of rankings of investments in faculty. We conducted a similar analysis of our total compensation relative to our peers. The results are presented in Appendix A. The analysis demonstrates that Ohio University moves up to the number 5 overall ranking using this approach. This result would immediately meet the goal identified in Vision OHIO in terms of the competitiveness of our compensation. However, the task force decided to use this Adjusted Compensation analysis only as background and not as the primary analysis for meeting the Vision OHIO goal. Our final analysis presented in Appendix B was based only on funding dedicated to total compensation with no adjustments for cost-of-living or other adjustments.

Primary determinants of total compensation increases were based on salary and benefits. The task force determined that the best approach for projections for the next five years was to assume no change in the current division of total compensation between salary increases and health care benefits increases. 
That is, average salary increases were 3.2% over the past five years, while average health care benefits are expected to increase 10% per year for the next five years based on the current projections.
 Thus it appears that the increases in health benefits will continue to accelerate at a much faster pace than salary increases because of the greater proportion of increases in total compensation allocated to health care benefits. 
Though the task force assumed the existing split in funding allocated to salary and benefits for the purposes of this analysis, the group recommends that the institution give careful consideration to the current relative allocation of compensation increases. The analysis demonstrated that most peer institutions have put relatively less funding into health benefits and relatively more funding into salaries. The health benefits program at Ohio University proved to be extremely generous compared to the institutional peers, whereas our salaries compared less favorably. 
Directing more funding to the salary side of the total compensation equation would increase average salaries as well as retirement benefits for individual faculty and could prove to be a valuable recruiting tool by providing more competitive salary offers to incoming faculty. Though task force members were not asked to make a recommendation regarding the division of funds between salary and health care benefits, the results of the comparisons with peer institutions were so striking, with Ohio University’s health care benefits program being much more generous, that the group felt further study of this matter warranted attention, and we recommend that a group look into this matter further. The question is whether it serves Ohio University well to support what appears to be a comparatively generous health care program relative to other institutions, or whether a better choice is to direct some of the benefits funding into higher salaries, while keeping the total compensation package the same.

Evaluation Steps
The task force recommended that the compensation allocation process involve two steps for each of the next five years to achieve the goal of making Ohio University total compensation more competitive. The first step involves the annual evaluation process and the funding designated for the merit raise pool. According to the task force, this process should continue to take place as in the past. For example, for FY2008, the group assumed a 3% merit raise pool. The merit raise pool would be allocated using the guidelines of a minimum of a 0% increase and a maximum of 7% for each faculty member. Exceptions to the maximum would require provost approval. 
The second step would allocate the additional funding, referred to as the structural realignment funding, differentially to individual faculty who have demonstrated sustained past performance in achieving college and institutional goals over the previous five years and who show the promise of continuing contributions in the future. Faculty members who have been here for less than five years would be evaluated on the basis of the promise they have demonstrated in their contributions to date. 
Faculty members who qualify for consideration must be tenure-track Group I faculty working full-time as instructors and scholars. That is, faculty members who are engaged in the full mission of the institution – teaching, conducting research/creative activity, and serving their units – are eligible for the structural realignment funding. Furthermore, the funding cannot be distributed across-the-board to all faculty in a given unit. The minimum amount that a faculty member may receive from the structural realignment pool is therefore 0%; there is no maximum amount specified.  For each of the next five years, the same two steps of separating the raise pool funds from the structural realignment funds would be followed with an adjusted five-year window for the review of each individual faculty member’s contributions. 

Structural Realignment Funding Allocation

The task force defined Structural Realignment Funds as the funds necessary to move Ohio University’s total compensation up to the next quartile, at least two to three places in rank order, among the peer institutions. Those funds would be allocated as a special addition to the raise pool directed to those individuals deemed to be most effectively contributing to college and institutional goals over an extended period of time. During each of the five years covered by this plan, a proportion of the total structural realignment funding would be allocated to each college based on a detailed formula.  That formula takes into account both the total FTE of each college as a proportion of the entire faculty FTE and also the total disparity in faculty salaries based on discipline-specific market comparisons. The dean of each college would then work with chairs and directors to identify the appropriate distribution of the funds among the various schools and departments and to identify the individuals who qualify for the additional funding. Each dean would present his or her college plan for allocation of the funding to the provost for approval.
 
Assessment and Metrics

The analysis and projections used by the task force would increase Ohio University’s total faculty compensation to the next quartile among our peers over the next 5 years.  Because our peers necessarily have their own plans and priorities and are operating within their own unique funding environment, we would need to reevaluate our progress toward this goal each year.  Successful completion would require the allocation of additional precious institutional resources each year, as specified in Appendix B.  Current projections show that we would be able to secure that funding and still meet the other important goals of Vision OHIO.  Those projections, however, make reasonable but important assumptions about state funding and enrollment that would also need to be reevaluated each year.

The improved recruitment and retention of outstanding faculty that can be achieved by this plan will further the university toward its vision of being “recognized for the excellence of its faculty and the balance they strike between teaching and scholarship.” This recommendation is a vital component in our overall plan to achieve the goals of Vision OHIO.
� From Fiscal Year 2002 through Fiscal Year 2006, the University's health benefits expenses have increased by 36%, from $25 million to $34 million. In that time period, changes in insurance companies and a change in prescription drug co-pays have assisted in limiting cost increases to between 6% and 10% annually.  Expenses for the current fiscal year are expected to rise by $2.5 million, or nearly 8%, with future fiscal year (FY08+) expenses projected to increase by an average of 10% per year. are expected to rise by $2.5 million, or nearly 8%, with future fiscal year (FY08+) expenses projected to increase by an average of 10% per year.





Recent surveys of peer institutions have revealed that the University's PPO health plan provides generous coverage when compared to higher education benchmarks, due to relatively low employee payroll premiums, and the PPO plan design, which does not include an in-network deductible and has a low out-of-pocket maximum for employees.
















