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In terms of benefit plan coverage and protection, or "Benefit Environment",
higher education is the most advanced of professional or employment groups.
Between 1959 and 1969, the percentage of 4-year institutions of higher education in
the U.S. having faculty retirement plans grew from 857 to 957. About 507 of these
institutions have some form of long-term disability protection ir Non to that
provided by Social Security. Within the last 10 years, the proportic; r colleges and
universities reporting group life insurance plans for faculty increased from 507 to
707 and those with basic hospital-surgical-medical plans grew from 807 to 907. The
TIAA-CREF system provides a .retirement plan that permits mobility with assured
benefits, and is more responsive to economic changes. In the nationwide TIAA-CREF
program, monies are both put away and put to work for an individual each year. When

a staff member in higher education who is participating in The TIAA-CREF system
retires, he receives the TIAA annuity. which provides a guaranteed, fixed-dollar
retirement income and the CREF annuity, which provides an incorn that varies yearly
according to the performance of securities in the CREF portfolio. This contrasts with
most pension Plans in industry where benefits are determined as a percentage of
salary, and investment gains or losses are used to decrease or increase the
employer's pension costs. (WM)
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Only one out of 200 faculty members and administrators serves at an educational

institution that does not now have some kind of retirement plan! This extra-

ordinary record is discolsed in a. new study, Benefit Plans in American Colleges,

to be published in May. In addition, 95% of clerical service employees are at

institutions with retirement plans. In almost all cases, Social Security coverage

is also available to college employees.

Our last previous study, conducted in 1959, showed approximately 85% of the four-

year institutioris having faculty retirement plans. In the intervening ten years,

this percentage has grown to 95%. The development of new retirement programs

has occurred primarily among new public colleges and the smaller private institu-

tions, including many religious colleges covering their lay staff members for

the first time. Interestingly, the study showed that many of the new colleges

established in recent years installed a retirement plan before they began re-

cruiting their faculty. This is certain indication of the value of a retirement

program in attracting and maintaining first rate personnel.

The last decade has been a period of rapid growth in protection against the

expenses of major illness and loss of income during long-term disability. Ten

years ago, group benefit plans to insure against these risks were relatively new.

Only one in five colleges then had a group major medical plan; now only one in five

doesn't. The number of colleges and univerrities with plans providing long-term disability,

benefits has grown from only a handful to more than one-third of those institutions

participating in our study. If you include the disability provisions found in nost

public retirement systems, about half the colleges and universities now have sone

form of long-term disability protection in addition to that provided by Social

Security.

Within the last ten years, the proportion of colleges and universities reporting

group life insurance plans for faculty increased from 50% to 70% and those with

basic hospital-surgical-medical plans grew from 80% to 90%. About 70% of colleges

and universities now report a short-term disability income or "sick pay" plan.

The progress reported in Benefit Plans in American Colleges is unprecedented. In

terms of benefit plan coverage and protection - what we call the "Bnefit

Environment" - higher education must be by far the most advanced of professional or

employment groups. This extends beyond the sheer quantity of coverage to the

quality of the programs thenselves. Much of the excellence stems from the pioneer-

ing role that higher education has played in several areas of benefit planning. In

*Summary of statement presented to Information Session B on "The inner and outer

fringes: Benefits and compensation for faculty and administrators" at the 24th

National Conference on Higher Education, sponsored by the American Association

for Higher Education, Chicago, Monday evening, March 3. Permission to quote

restricted.
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order to make the point it is helpful to trace the historical development of college

retirement planning.

The Carnegie Foundation for the Advancement of Teaching, funded hy a $15,000,000

grant from Andrew Carnegie, was incorporated in 1906 by an act of Congress "to

provide (free) retiring pensions for the teachers of universities, colleges and

technical schools." At that time, five institutions in higher education had set up

some pension arrangement on their own. But they soon recognized the value of the

supra-institutional program and joined the developing national system.
Unquestionably the greatest single contribution to pension philosophy by the

Carnegie Free Pensions was the concept of transferability - it was not necessary for

the teacher to spend any Specified length of time in any particular associated

institution to qualify for a pension. This gave free mobility of academic talent

among the associated institutions.

Education was growing by leaps and bounds. Within a decade, it became apparent

that lirr. Carnegie's generous gift would not be sufficient to provide free pensions

for the increasing number of college teachers. Therefore, a broader concept was

sought for future college retirement plans. Extensive pension studies, begun in

1916, led to the organization in 1918 of Teachers Insurance and Annuity Association

(T1AA), a system whereby the college and its staff members would join in contributing

to fully transferable individual annuity policies wholly owned by the staff members.

Benefits that are fully and inmediatdly vested in the individual have been working

effectively for 50 years now in the field of higher education. Currently, our

study revealed, 80% of the private four-year institutions and over 30% of the public

institutions are cooperating in the TIAA-CREF nationwide pooling of benefit plans

that gives them full ownership of eadh year's accumulating benefits whether they

change jobs several times during their careers or stay at one institution the

entire time. Because the Carnegie Foundation, and subsequently TIAA-CREF, were

always concerned with the totality of higher education, the pension system was

always nationally oriented. Vesting is one factor that has helped create an

academic community that is not limited to a campus, laboratory, state or region.

Private is not isolated from public, research center from college, or large from

small. Although there are more than 2,000 institutions in the system - public and

private, denominational and nonsectarian, large and small - it is as if higher

education were a "single enployer." The teacher is free to move as opportunities

and interests beckon.

This has not been the case elsewhere. One of the known rigidities in our society

is the lack of immediate full vesting, or at least early vesting, in all too many

pension plans. If a person cannot leave a given job and seek one where his

particular abilities would be better used, there is an economic, a social and a

personal loss. If an individual is going to have to forfeit a substantial amount

of retirmenet benefits upon leaving, he is a good deal less free to leave. His

employer has an inappropriate economic hold upon him.

Social Security, of course, provides full mobility without loss of benefits amnng

employments covering 90% of working Americans. There are also retirement systems

such as union-wide plans, plans covering ministers of given denominations, state

retirement systems, and federal Civil Service where opportunities exist for carving

out a career within a fairly broad range covered by the given plan. Our study

shows that vesting requirements in state plans covering faculty members in higher

education have been reduced considerably in the past ten years. In 1959 half of

the state retirement systems in higher education provided no vesting at all. Now

in 1969, about a third of the plans provide for 10-year vesting and about a fifth

provide for vesting in five years. Still, mobility tends to stop at the state

line, or at the borders of a particular industry or governmental unit. In
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industry and business, of course, professional people frequently complain that the
separate employer plans work against the mobility of chemists, accountants,
engineers, actuaries, and many of our most important brainpower resources.

Of course, mobility with assured benefits calls for full funding of the vested
retirement benefits. It is not crucially important whether funds are left in a
previous employer's plan until the individual's retirement, or are shifted over to
a new one, or are in a nationwide pooling such as TIAA-CREF. But it is important
that monies are put away and put to work for the individual each year as he does
that year's work.

Various proposals, including legislative, have been made to achieve these results
more widely in industrial and governmental employments. Again, it does not matter

so much whether the action is taken by the federal or state governments, or is done

entirely on private initiatives, just so long as nationwide mobility and development
of our human resources is helped. All of our regulatory, legislative, and tax
policy should be directed toward strengthening the national mobility and the real
security provided by private pensions as a companion effort to Social Security.

There is another area of retirement planning where higher education has been in the
vanguard. By 1952, traditional retirement plans were well on their way to producing
a satisfactory level of income at the point of retirement, but no pension planning

had yet produced a means of giving the retired person some life-time protection
against price inflation, not to mention a share in the rising standard of living
that Americans take almost for granted during their working years. Then, on July 1,

1952 college professors began linking part of their future retirement income
directly to the investment experience of common stocks by participating in CREF -
the first variable annuity.

Naw when a staff member in higher education who is participating in the TIAA-CREF
system retires he receives two life-time annuities - the TIAA annuity which provides
a guaranteed, fixed-dollar retirement income and a CREF annuity -which provides an
income that varies year by year reflecting the performance of the securities in
CREF's portfolio. The participant shares fully in CREF's investment experience,
since all of the net income and the increases or decreases in asset values are
credited to his account. This contrasts with most traditional pension plans in
industry, where benefits are determined as a percentage of salary, and investment
gains or losses are normally used to decrease or increase the employer's pension
costs.

Has CREF enhanced the security of educators? Nell, CREF's investments have produced
an average net rate of return (capital appreciation and diiidends) from the beginning
in 1952 through the third quarter of 1968 of 12.6% per year. Some years, naturally,
the rate was considerably less than this; in 1962 for example it was minus 14.4%.
Some years it was considerably more; the 1954 rate was plus 48,8%.

Just how well CREF does for any individual depends on CREF's experience during the
years he participates in the plan. But an individual's experience is not the

ultimate test. That test is whether the combined TIAA program provides a retirement
income that is more responsive to economic changes than a fixed-dollar annuity
alone and less volatile tLan the variable annuity alone. Sixteen years experience

seems to indicate that CREF deserves a passing grade.

Although interest and attention was considerable outside the college world, there
was not very much movement into the variable annuity field until quite recently.

However) now things seem to be underway. Plans have been adopted for employees in

private industry as well as lovernment. Some State Teachers Retirement systems
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have begun incorporating the variable annuity principle. And several agency life
insurance companies, either directly or through subsidiaries, are now offering
variable annuities. Additionally some plans, including a few for public employees,
are now incorporating a cost-of-living or formula escalator in thc benefits.

The study, as already noted, shows that higher education occupies a remarkably
strong position in the benefit plan world. In particular, I discussed its great
lead in the retirement plan area. This is timely.

A good deal of attention these days is being given to the field of pensions. So
far, much of the emphasis has been upon what the private pension world has not
accomplished, and on ways to force it into a particular mold, or as an alternative
having Social Security do the entire job, Too little attention is given to the
enormous strides the private pension sector has made toward the improvement of
security for the individual, toward encouraging the savings function in society,
and toward the gains for everyone that can ensue from varied and sound developments
in the private pension sector.

Certainly, higher education can take pride in showing that the job can be done - and
done well.
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