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Introduction

ANNUALLY, in accordance with Senate Concur-
rent Resolution No. 51 of the 1965 General Legisla-
tive Session (reproduced in Appendix A on page 23),
the University of California and the California State
University submit to the Commission data on facul-
ty salaries and the cost of fringe benefits for their re-
spective institutions and for a group of comparison
colleges and universities. On the basis of these data,
Comimission staff develops estimates of the percent-
age changes in salaries and the ccst of fringe bene-
fits required to attain parity with the comparison
groups in the forthcoming fiscal year. The renort is
required by the methodology ‘v be submitted to the
Governor and the Legislature by January 1 of each
year.

The methodoiogy by which the segments collect
these data and the Commission staff anzlyzes them
(Apperdix B, pages 25-29) has beer. designed by the
Commission in consultation with the two four-year
segments, the Department of Firiance, and the Office
of the Legislative Analyst and has been published in
the Commission’s Methods for Calculating Salary
and Fringe Benefit Cost Comparisons (March 1985).

In 1979, the Legisiative Analyst recommended that
the Commission “iriclude community college sala-
ries and benefits in its annual report on faculty sala-
ries.” A preliminary report on that subject was sub-
mitted in 1979, and the Commission has continued
to provide data and comments on the subject since
then. For che 1986-87 budget cycle, the Commission
will issue its Community College report in the
spring >f 1986.

History of the faculty salary reports

The impetus for the faculty salary report came from
the Master Plan Survey Team in 1960, which recom-
mended that:

3 Greatly increased salaries and expanded
fringe benefits, such as health and group
life insurance, leaves, and travel funds to
attend professional meetings, housing,
parking and moving expenses, b2 provided
for faculty members in order to make col-

lege and university teaching attractive as
compared with business and industry.

8. Because of the continual change in faculty
demand and supply, the coordinating agen-
cy annually collect pertinent data from all
segments of higher education in the state
and thereby make possible the testing of
the assumptioas underlying this report
(Master Plan Survey Team, 1960, p. 12).

For four years thereafter, the Legislature continu-
ally sought information regarding faculty compen-
sation, information which came primarily from the
Legislative Analyst ip his Analysis of the Budget Bill
and from the Coordinating Council for Higher Edu-
cation in its annual reports to the Governor and the
Legislature on the level of support for public higher
education. While undoubtedly helpful to the process
of determining faculty compensation levels, these
reports were considered to be insufficient, especially
by tk2 Assembly, which consequently requested the
Legislative Analyst to prepare a specific report on
the subject (House Resolution No. 250, 1964 First
Extraordinary Session; reproduced in Appendix C,
pages 31-32).

Early in the 1965 General Session, the Legislative
Analyst presented his report (Appendix D, pages 33-
42) and recommended that the process of developing
data for use by the Legislature and the Governor in
determining faculty compensation be formalized.
This recommendation was embodied in Senate Con-
current Resolution No. 51 (1565), which specifically
irected the Coordinating Council to prepare annual
reports in cooperation with the University of Cali-
fornia and the California State Colleges.

Since that time, the Coordinating Council, and more
recently the Commission, have submitted reports to
the Governor and the Legislature. Prior to the 1973-
74 budgetary cycle, only one report was submitted,
usually in March or April. Between 1974-75 and
1985-86, the Commission compiled two -- a prelimi-
nary report transmitted in December, and a final re-
port in April or May. The first was intended princi-
pally to assist the Department of Finance in develop-




ing the Governor's Budget, while the second was
used by the Legislative Analyst and the legislative
fiscal committees during budget hearings. Each of
them compared faculty salaries and the cost of fringe
benefits in California’s public four-year segments
with those of other institutions (both within and out-
side of California) for the nurpose of meintaining a
competitive position.

Changes in content and methodology

Over the years, the Commission’s salary reports
have become more comprehensive. Where they ori-
ginally provided only comparison institution data,
they have occasionally been expanded to include
summaries of economic conditions; comparisons
with other professional workers; discussions of sup-
plemental income and business and industrial com-
petition for talent; and analyses of collective bar-
gaining, Community College faculty salaries, medi-
cal faculty salaries, and administrators’ salaries.
The last three of these additions to the annual re-
ports were all requested by the Office of the Legisla-
tive Analyst, Community College and medical facul-
ty salariec in 1979, and administrators’ salaries in
1982.

In 1984, the Commission convened an 2 lvisory com-
mittee consisting of representatives from the seg-
ments, the Department of Finance, the Office of the
Legislative Analyst, and other interested parties to
review the methodology under which the salary re-
ports are prepared each year. That committee’s deli-
berations led to a number of substantive revisions
which were approved by the Commission last March
in the previously mentioned Methods for Calculating
Salary and Fringe Benefit Cost Comparisons.
Among the more significant of the changes were
those to create a new list of comparison institutions
for the State University, to produce only a single fi-
nal report rather than both a preliminary and a final
report, and to provide University of California medi-
cal faculty salary information biennially rather
than annually. In this year’s report, current medical
faculty data are not presented, but because no report
on medical salaries was published last year, last
year's data are included in Chapter Five below. Not
included in this report are data on administrators’
salaries. Those data are still being collected and will
be presented in a supplemental report in the spring
of 1986 at about the same time as the Commission’s
regular report on Community College salaries.
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In past years, particularly in the late 1970s and ear-
ly 1980s, the Commission’s faculty salary reports in-
cluded comprehensive surveys of ecrnomic condi-
tions and occupational comparisons. There was a
compeliing need for such data at that time since com-
prehensive evidence had shown that faculty salaries
at most institutions of higher education across the
country were not keeping pace with changes in the
cost of living or with salary increases granted to
other professional workers. Since faculty salaries in
California are based primarily on inter-institutional
comparisons, those at the University of California
and the Ca'ifornia State University were undergo-
ing an econorzic erosion comparable to that exper-
ienced nationally. That erosion made it increasingly
difficult to recruit the most talented young teachers
and researchers, especially in competition with the
substantially higher salaries generally available in
business and industry. Consequently, in order to
provide the Governor and the Legislature with as
much information as possible nn a complex situation,
the Commission thoyght it prudent to expand con-
siderably the scope of those salary analyses.

In the past two years -- 1984-85 and 1985-86 -- the
salary deficiencies experienced by faculty i~ the two
public four-year segments have largely been correct-
ed, as have those of most other institutions of higher
edu: ation across tne country. With the imp-essive
recovery of the national economy, and the even more
impressive recovery of California’s economy, funds
have become available to restore faculty salaries to
levels where the segments are better able to com-
pete. As a resuly, there is less need for the extensive
data on economic conditions and occupational com-
parisons that the Commission published in prior
years.

Contents of this year’s report

For the 1986-87 cycle, this report contains four more
chapters beyond this introduction.

e Chapter Two offers a brief overview of economic
trends and a few comments on the likelihood of
continuing prosperity and low inflation.

e Chapter Three displays the results of the most re-
cent comparison institution surveys for the Uni-
versity and the State University.

o Chapter Four shows similar data for the cost of
fringe benefits and offers comments on two recent




fringe-benefic reports submitted by the four-year ¢ Finaliy, Chapter Six offers a summary of the re-
segments in response to legislative requests. port’s findings as well as some observations on the
general subject of faculty compensation and the

o Chapter Five presents comparison institution . N
P p P effectiveness of the Commission’s new methodol-

data on medical salaries from 1984-35.
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2 Faculty Salaries and Economic Conditions

THE 1983 recovery was among the more dramatic
events in American economic history. Where the
Gross National Product rose only a discouraging 0.1
percent foer the entire three-year period between
1980 and 1982, it rose 3.7 percent in 1983 and 6.8
percent in 1984, a'l in constant 1972 dollars. A simi-
lar situation occurred with personal income. Be-
tween 1980 and 1982, annual rates of real (constant
dollar) increase averaged 1.4 percent, but in 1983
and 1984, they climbed 5.5 percent each year. At the
same time, where the United States Consumer Price
Index (CPI) rose at an average annual rate of 10.9
percent for the four-year period between 1978 and
1981, it averaged only 3.9 percent from 1982 to 1984
and is running at an annual rate of 3.8 percent at
present.

The trends for California were comparable but even
more beneficial. According to the ucLA Graduate
School of Management (1984), California’s Gross
State Product rose 0.6 percent per year between
1980 and 1982 in real terms, then 4.6 percent in
1983 and 9.4 percent in 1984. California’s personal
income increases in constant dollars were 2.1 per-
cent per year from 1980 to 1982, 3.3 percent in 1983,
and 9.0 percent in 1984. California price increases
averaged 11.3 percent between 1978 and 1981, then
4.5 percent from 1982 to 1984, and approximately
5.5 percent since then. California’s inflation: rate is
higher than that currently being experienced ra-
tionally, but this disadvantage is offset -- and prob-
ably caused in part -- by the fact that both the Gross
State Product and State personal income are in-
creasing at substantially higher rates than the
Gross National Product and national personal in-
cnme.

In spite of the fact that inflation has moderated to
levels thought by many to be impossible five years
ago, it remains a concern for A number of reasons,
one of which is the fact that there is precedent for a
re-ignition of price escalation. In 1973-74 and 1974-
75, CcPI changes were 9.0 and 11.1 percent, respec-
tively. They dropped to only 5.8 percent in 1976-77,
then rose to the record levels of the late decade. In
addition, there is a general nervousness about eco-
nomic conditions in a number of quarters, despite

the fact that the economy is expanding, the stock
market is booming, and inflation is low and stable.
This may seem anomaiot's, but there are good rea-
sons why caution should be exercised, particularly
with regard to inflation. Six of the more prominent
ones mentioned recently by the Research Institute of
America can be summarized as follows:

1. Federal Deficits: Efforts to reduce the deficit
have been almost entirely unsuccessful, and as of
the end of the federal fiscal year (September 30),
it stood at a record $217 billion. Large deficits
have often been inflationary in the past, in part
because they stimulate economic expansion and
the demand for goods and services, and in part
because they increase interest payments on the
national debt, thereby either creating larger defi-
cits or higher taxes, both of which can be infla-
tionary.

2. Taxes: Most economists see a tax increase as in-
evitable as deficits grow.

3. Imports and a Weakening Dollar: The dollar has
been very strong against other currencies for sev-
eral years. It is weakening now, and as it does,
the prices of imported products will rise. Areas to
watch are automobiles, textiles, steel, and elec-
tronic products. If the prices of imports rise,
American manufacturers may be tempted to
follow suit.

4. Unemployment: Unemployment has remained
high in spite of the recovery With Congressional
elections coming up in 1986, the prospect of a jobs
bill increases. If such a bill were passed, and sur-
vived a probable presidential veto, it could fur-
ther increase the Jeficit and give further impetus
to inflation .

5. Oil: Although prices have been stable for several
years -- a condition caused at least in part by the
disunity of the Organization of Petroleum Ex-
porting Countries (OPEC) -- inventories are thin-
ning, leading some analysts to predict near term
increases.

6. Recession: There is no question that the recovery
15 slowing down, and this fact has increased spec-




ulation that a recession of unknown dimensions
will occur in 1986. If it noes, prescures on such
government services as unemployment insur-
ance and aid to families with dependent children
will increase 1t the same time that revenues de-

crease. Under such circumstances, the deficit
could grow even higher than the recora levels
evident today, thus reintraducing the possibility
of an inflationary recessior gimilar to that exper-
ienced only a few years ago.

Of course, none of these conditions or possibilities
has yet occurred, and there appears to be no con-
sensus among ecunomists regardiiig the economy’s
direct.on in 1986. In the final faculty salary reports
previously published in the spring, the Commission
was able to include information from banks, the

State Department of Finance, t! > Graducte School of
Management at UCLA, and ot.aer economic forecast-
ers on the probable state of the economy in the forth-
coming calendar and fiscal years. Unfortunately,
most of these formal forecasts are not available as of
this writing, and those that are tend to be prelimi-
nary and tentative. Many indicators are contradic-
tory, such as the stock market surge at the same
time that growth in the Gross National Product is
clearly slowing, and continuing price stability in the
face of many factors, as noted above, that have often
driven prices higher in the past. There is also the
resiliency of a relatively high unemployment rate
after three strong years of economic grov'th. Oppos-
ing factors such as these appear to account fo: the
particularly large differences cmong economists in
recent months as to where the economy is going.
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Projected Salaries at the University of Californic

and the California State University
Required for Parity with Comparison

Instituticn Projections, 1985-86 and 1986-87

University f California

On November 14 and 15, the Regents of the Univer-
sity of California met at UCLA and requested the
Governor and the Legislature to approve funding
sufficient to grant University faculty an average sal-
ary increase of 6.6 percent. This amount includes
1.4 percent to maintain parity with a group of eight
comparison institutions plus another 5.2 percent to
maintain what the University administration has
termed the "margin of excellence” -- rcughly the
amount by which it currently leads the average of its
comparison group in the current year. Display 1 be-
low and Display 2 on page 9 show average salaries
and parity requirements for University of California
faculty for the current and budgec years, but as Dis-
play 2 shows, the University’s current-year lead
over its comparison group is actually 5.9 percent.

The University requests this additional amount on

" at least three grounds according to the agenda item

presented to the Regents.

» First, the "margin of excellence” has improved the
University's recruiting environment consider-
ably, but “it, is impsrtant to sustain the competi-
tive margin and nct to !3se the long-term benefits
achieved by the substantial gains of the recent
past.”

e Second, the University argues that inflation in
California is hig .er vhan the rest of the nation by
about 0.6 perceat (4.1 to 3.5 percent according to
UcCLA’s Graduate School of Management) and that
this difference should be recognized.

¢ Third, housing costs continue to be high ir Cali-
fornia.

Rega:uing these points, the California Postsecon-
dary Education Commission has never taken an offi-
cial position on the "margin of excellence” issue,
since it is not one capable of analytical resolution but
a policy que:stion to be resolved by the Governor and
the Legislature. Concerning inflation rates, predic-
tive differences of less than 1 percent are too small to
be considered re'iable, especially for a salary year
which will not begin until July 1, 1986. It therefore
seems imprudent to provide for a salary differential
based on that factor Finally, while it is a fact that
housing costs in California are generally higher
than in most other parts of the country, across-the-
board salary increases may not be the best way to
address the problem. This is because many current
faculty members already own homes and are not in
need of addirfonal funds to finance them. A prefer-
red approach is to prov, e special subsidies to those
faculty who need assistance, and it is one approach
that the University has adopted in recent years.

DISPLAY 1

University of California Actual and Projected Comparison Institution Salaries

(Equal W eight to Each Comparison Institution)

Comparison Group Unweighted
Average Salaries

Compa i1son Group

Compound Rate of Projected Salaries
Academic Rank 1980-81 1985-86 Increase (1986-87)
Professor $38,144 $55,136 7.647% $59,352
Associate Prcfessor $25,635 $37,417 7.857% $40,357
Assistant Professor $20,096 $30,927 9.005% $33,712

Source: Letter to Patcick M. Calian from Calvin C. Moore, Assistant Vice President - Academic Personnel and Planning,
University of Califcrnia, November 11, 1985.
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DISPLAY 2

Percentage Increase in University of California 1985-86 All-Ranks Avercge

Salary Required to Equal the Comparison Group Projections for 1956-87

University C : . .
of California omparison Group Percentage Increase Required in
Average Salaries University of California Salaries
) Salarics 1985-868 1986.87 1983-86 1986-87
Academic Rank 1985-86 (Actual (Projected) (Actual) (Projected)
Professor ‘$58,576 50136 359,352 -5.873% 1.325%
Associate Professor $38,871 $37,417 $40,357 -3.741% 3.822%
Assistant Professor $34,188 $30,927 $33,712 -9.538% -1.393%
All Ranks Averages $51,188 $48,171 $51,929 -5.893% 1.448%
Associate Assistant
Professor Professor Professor Total
University of California Projected
Budget-Year Staffing Pattern 3,302 1,005 707 5,014

Source: Letter to Patrick M. Callan from Calvin C. Moore,

Univarsity of California, November 11, 1985,

Assistant Vice | cesident - Academic Personne! and Planning,

Display 3 on the opposite page shows the average
salaries for 1985-86 at the Univercity’s eight com-
parison institutions and the University’s current
position on the list at each rank. It indicates that
the University ranks about third on the list overall
with salaries 6.2 percent ahead of the average of the
comparison group for full professors, 3.9 percent
ahead for associate professors, and 10.5 percent
ahead for assistant professors.

As noted in the discussion of .ne ne. methodology i
Chapter One, this is :he first year that final curves.
year data werv to be obtained from the comparison
institutions. Of the University’s eight compar'son
institutions, complete figures were obtained from
seven by the November 15 deadlin the only excep-
tion being unable to submit final figures because its
collective bargaining process remains incomplete as
of this writing. Despite this difficulty, University of
California officials talked at length to representa-
tives of the institution involved, who indicated that
its eventual settlement wili probably involve a total
increase of about 6.0 percent. Accordingly, that per-
centage has been applied to the 1984-85 data to pro-
duce a current-year figure that will probably be very
close to the actuai one. If thau figure is high or low
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by 1 percent, it will affect the overall parity figure by
only one-tenth of a percentage point. In other words,
with the current parity figure of 1.449 percent for
1986-87, the change would only be negligible -- only
to 1.439 or 1.459.

During the Jeliberations of the Commission’s ad-
vizory committee on the methodology for determin-
ing faculty salary comparisons, the representative
" om the Department of Finance asked that the Uni-
[ity use the same analytical technique employed
s the State Uriversity -- an averaging of staffing
patterns betvieen the State University and its com-
parison group -- to compute its parity figure. The
University did not agree to this change in the meth-
odology for cuinputing parity, but the Commission
agreed to present the results of the technique in its
annual report. The use of this technique would
change the University’s parity figure from 1.44 per-
cent to 1.38 percent -- a difference of 0.06 percent.
However, since salary appropriations are always
rounded off to the nearest tenth of a percentage
point, the parity figure remains at 1.4 percent, re-
gardless of which calculation 1s used to produce it.
The computations are sh~ m in Display 4 au the top
of page 10.
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DISPLAY 3 Average Comparison [nstitution Salaries and University of California Position, 1985-86.

Insiitution Professor/Rank Associate Professor/Rank  Assistant Professor/Rank
H $64,452(1) $36,065 (7) $30,575 (6)
A 62,648 (2) 42,900 (1) 34,828 (1)
D 59,868 (3) 36,450 (6) 28,603 (9)
University of California 58,576 (4) 38,871 (3) 34,188 (2)
C 56,062 (5) 39,761 (2) 30,968 (4)
F 53,234 (6) 38,310 (4) 30,549(7
G 50,666 (7) 35,279 (8) 30,814 (5)
E 49,594 (8) 37,665 (5) 31,769 (3)
_ B 44,565 (9) 32,902 (9) 29,310(8)
Average (excluding UC) $55,136 $37,417 $30,927
University of Califorma Lead Over 6.2% 3.9% 10.5%

the Comparison Institution Average

Source: Letter to Patrick M. Cailan from Calvin C. Moore, Assistant Vice President - Academic Personnel and Plannug,

University of Califorma, November 11, 1985.

The California State University

The data submitted by the State University on No-
vember 15 were defective. When the Commission
approved the new methodology last March, it ap-
proved a new list of 20 comparison institutions for
the State University. Of those, only 16 originally
agreed to supply data for the annual survey. Sub-
sequent efforts to obtain substitute institutions pro-
duced two further acceptances early in the fall --
from Loyola University of Chicago as a substitute
for DePaul, and from Reed College in Oregon for
Lewis and Clark. The Baltimore campus of the Uni-
versity of Maryland and Tufts University have also
agreed very recently -- as substitutes for the Univer-
sity of Miami (Florida) and Boston University -- but
there has not been sufficient time to analyze those
institutions’ data. All of the substitutions have been
reviewed by Commission staff for comparab:.ity to
the State University, and all have been accepted by
the Department of Finance and the Office of the Leg-
islative Analyst.

Although 18 institutions have responded for t.ie
O )86-87 report, actual data were available from only

15

five as of November 15. Additional data from eight
institutions were received on December 4 and are
currently being analyzed The remaining seven sub-
mitted partial data that require estimates or projec-
tions based on prior experience. Several are in vari-
ous stages of completing salary negotiations, updat-
ing payroll computer runs, or in the process of for-
warding data. Three of the seven who reported par-
tial information were only able to provide cost of liv-
ing (COLA) data.

The difficulty this presents stems from the fact that,
although percentage increases for COLAs may be
known early in the academic year, the effect on total
salaries causeq by merit increases, promotions, and
turnover at each professiorial rank is substantial
and must be accounted for when calculating parity
figures for the budget year. Because of this, confi-
dence in the projections can only be obtained by ex-
amining actual payroll runs, including the number
of faculty at each rank. This confidence is impor-
tant, since each percentage point of faculty salary
increase at the State University represents an ap-
propriation of approximately $7.3 million.



DISPLAY 4

Percentage Increase in Un:uersity of California 1985-86 All-Ranks Average Salary

Required to Equal the Comparison Group Projections for 1986-87

. Comparisoi: Group Percentage Increase Required in
tC Salaries UC Salaries
Average
Salaries 1985-86 1986-87 1983-86 1986-87
Academic Rank 1985-36 (Actual) (Projected) (Actual) (Projected)
Professor $58,576 $55,136 $59,352 3.066% 9.932%
Associate Professor $38,871 $37,417 $40,357 -0.472% 6.290%
Assistant Professor $34,188 3$30.927 $33,712 1.196% 8.528%
All Ranks Averages
Weighted by University of .
California Staffing Pattern $51,.88 $43,171 $51,929 -5.894% 1.448%
Weighted by Com»arison - \ )
institution Staffing Pattern $48,958 $45,978 $45,603 6.091% 1.137%
Mean All-Ranks Average and "
Gross Percentage Amount $50,075 $47,073 $50,766 -5.991% 1 384%
Associate Assistant
Professor Professor Professor Total
Staffing Pattern
University of California 3,30 1,005 707 5,014
Comparison Group 4,836 1,803 1,918 8,557

Source: Letter to Patrick M. Callan from Calvin C. Moore, Ncvember 11, 1985, plus sunplementary data from the Office of the

President, University of Califrrnia.

Over the next several months, the Office of the
Chance!lor will submit additional data to the Com-
mission, but it is probable that a final delineatior of
current-year salary changes for all State University
comparison institutions will not be availabie until
February or March, 1986. .,

in order to identify methods of developing a.1 ac-
curate parity figure for 1986-87 for consideration by
the Department of Finance in its preparation of the
Governor’s Budget, Commission stafl reconvened
the Faculty Salary Methodology Committee on No-
vember 26, 1985. During that meeting, several al-
ternatives were discussed with staff from the De-
partment of Finance, the Legislative Analyst’s Of-
fice, and the segments. The consensus among State
officials was that the Commission shouid not publish
a parity figure for 1986-87 until actual data from a
substantial majority of the comparison institu-iisns
were received. It was further agreed that State Uni-
versity officials would make every effort to obtain
actual, current-year data from as many of the com-

parison institutions as possible, especially {rom
those with the largest numbers of faculty, since
those institutions have a greater impact on the pari-
ty figure than the smaller ones. The Committee fi-
nally agreed that the results of the State Univer-
sity’s efforts would be shared among its members by
December 13 in order to provide the Commission
with the most up-to-date information for its delibera-
tions. Staff will present these data to the Commis-
sion at its meeting on December 186.

As of December 13, the State University had ¢com-
piled actual current-year data for 13 institutions and
partial data for the remaining seven. In two cases,
the partial data include the current-year staffing
pattern as well as the percentage cost of living ad-
justment (COLA). Four others did not submit staff-
ing data but did advise the State University concera-
ing their COLAs. The seventh institution provided
current-year staffing data but no COLA.

Given these data, Commission staff compiled the
figures shown in Displays 5 and 6 on page 11. They
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DISPLAY 5 California State University Actual and Projectea Comparison Institution Salaries
(Weighted Ly Total Faculty at Each Rank)!

Average Salaries (Weighted by Size
of Faculty at Each Institution)

Compound Rate of Comparison Group

Academic Rank 1980-81 1985-86 Increase Projected Salaries
Professor $34,208 $47,237 6.667% $50,386
Associate Professor $25,352 $35,233 6.804% $37,630
Assistant Professor - $20,392 $29,085 7.360% $31,226
[nstructor $15,804 $22,521 7.341% $24,174

1. Comparison institution salaries for 1985-86 are estimates based on partial data.

Source: Letter to William L. Storey from Thierry Koemg, Office of the Chancellor, The California State University November

15,1985.

DISPLAY 6 Percentage Increase in California State University 1985-86 All-Ranks Average
Salary Required to Equal the Comparison Group Projections for 1986-87'

Comparison Group Percentage Increase Required in
Salaries CSU Salaries
CSU Average -
Salaries 1985-88 1988-87 1985-86 1986-87
Academic Rank 1985-86 (Actual) (Projected) (Actual) (Projected)

Professor $45,820 $47,237 $50,386 3.093% 9.966%
Associate Professor $35,383 $35,233 $37,630 -0.424% 6.351%
Assisiant Professor $28,5586 $29,085 $31,226 1.845% 9.341%
Instructor $24,955 $22,521 $24,174 -9.754 -3.129%
All Ranks Averages
Weighted by CS'J Staffing Pattern $40,935 $41,825 $44,652 2.174% 9.081%
Weighted by Comparison Institution
Staffing Pattern $36,780 $37,247 $39,805 1.270% 8.226%
Mean All-Ranks Average and GPAZ $38,857 $39,536 $42,229 1 746% 8'676%
Adjustments

Turnover and Promotions -$78 0.200%

Sffect of Law School Faculty -$311 0.800%

Unallocated Califorma(;State

University Merit Awar )

Adjustment $311 0.800%

“Net Parity Salary
and Percentage $41,529 6.876%
Professor 3::?:;::, 3::::;22: Instructor * Total

Staffing Pattern:

California State University 7,378 2,660 1,493 175 11,706

Comparison Group 3,992 4,214 2,993 473 11,672

1. Comparison institution salaries for 1985-86 are estimates based on partial data.

2. Gross Percentage Amount.

Source: Letter to William L. Storey from Thierry Koenig, Office of the Chancellor, The Califorma State University,

November 15, 1985.
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indicate a parity deficiency in 1986-87 of 6 88 per-
went.

One remaining question concerns the relative accur-
acy of this figure. The answer is ‘hai it is probably
not at variance by more than +0.2 percent. In other
words, the true parity figure -- comparable to any
figure previously submitted in the ™ =ission’s fi-
nal report in the spring -- probably lies oetween 6.7
and 7.1 percent. That statementis based on an an-
alysis of the divergences between the data contained
in previous preliminary ard final reports and the
fact that the available partial data from the seven
comparison institutions come close to identifying the
final figures.

Display 7 shows the discrepancies between preli-
minary and final reports since 1976-77. It shows a
mean difference of only +1 28 percent, the maxi-
mum difference that should be expected. Given the
fact that "hard” data exist for 13 institutions, how-
ever, it must then be determined what percentage of
the total faculty in all 20 comparison institutions
are represented by those 13. For the current year,
they represent 52.9 percent, leaving partial data for
the remaining 47.1 percent. Multiplying +1.28 by
52.9 percent produces an expected deviation of +0.68
percent. However, the fact that some data do exist
for the seven “partial” institutions cannot be disre-
garded.

Staff of the Office of the Chancellor performed a
simulation that showed the differences between the
COLA adjustments and the actual figures, and this
produced a discrepancy of 7 percent In other words,
if a COLA of 8 percent was reported for a particular
institution, the actual data came within a range of
7.44 percent to 8.56 percent or 95 percent accuracy.
Such accuracy warrants a further reduction in the
predicted range of +0.68 percent, probably to a neg-
ligible deviation from the 6.876 percent parity figure
shown in Display 6. For the purposes of this report,
however, Commission staff believes the range
should be +0.2 percent, between 6.7 and 7.1 percent
for 1986-87.

One final comment on the State University's data
collection problems should be added. Given the fact
that this is the first year that the new methodology
has been put into practice, Commission staff inquir-
ed as to whether improvements could be expected in
future years. Staff of the Office of the Chancellor re-
sponded that improvement was unlikely since many
of the comparison institutions do not complete their
payroll calculations until after November 15 -- the

Q

date the State University is required by the method-
ology to submit its report to the Commission.

At the November 26 meeting, however, University of
California representatives indicated that they en-
countered a similar situation, yet through extensive
persuasion, requests for special efforts, and promises
of data exchanges in the future, they were able to
achieve an unusual degree of cooperation from their
comparison institutions. In light of that success, it
may be possible for the State University to obtain
more accurate and timely data in the future, provid-
ed that a special effort is made. It is not reasonable
to expect the State University to match the Univer-
sity’s success in the current year, especially since the
State University is in the process of establishing new
relationships with its comparisen institutions,
whereas the University has maintained them for
decadss. However, it does seem reasonable tc expect
better performance in future years.

DISPLAY 7 Differences in Parity Figures
for the California State University Between
the Commission’s Prel.minary and Final
Salary Reports, 1976-77 to 1984-85

Fstimated Percentage
Increase Required
to Attain Parity
Preliminary Final
Year Report Report Difference
1976-77* 2.55% 4.57% 2 02%
1977-78 5.29 4.15 -1.14
1978-79 3.80 3.27 -0.53
1979-80 8.82 10.10 1.28
1980-81 0.77 0.84 0.07
1981-82 -2.59 -G.50 2.09
1982-83 0.47 2.29 1.82
1983-84 9.03 9.18 0.15
1984-85 10.00 7.60 -2.40
1985-86 Conversion year: Data not published.
Differences:
Mean - - 0.37
Range - .- +128

* Ther first year in which data comparable to subsequent
reports was published by the Commuission.

Source: Califorma Postsecondary Education Commis-
sion stall ana'yses.
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Projected Cost of Fringe Benefits

at the University of California,

4 the California State University, and Their
Comparison Institutions, 1985-86 and 1986-87

University of California that the University spends between $8,721 and
- Displays 8 and 9 below show the computations that $12,801 per faculty member per year, depending sn

produce the all-ranks average fringe benefit costs at rfink, for a fringe benefit package which includes re-
the University of California. These data indicate tirement and a comprebensive array of insurance

DISPLAY 8 University of California Actual and Projected Comparison Institution Fringe
Benefit Costs (Equal Weight to Each Comparison Institution).

Unweighted
Average Fringe Comparison Group
Benefit Costs Compound Rateof  Projected Fringe
Academic Rank 1980-81 1985-86 Increase Benefit Costs
Professor $7,000 $11,528 10.492% $12,738
Associate Professor $4,961 $8,713 11.923% $9,752
Assistant Professor $4,037 $7,404 12.897% $8,359

University of California, November 11, 1985,

|
Source: Latter to Patrick M. Callan from Calvin C. Moore, Assistant Vice President - Academic Personnel and Planning, ‘
|
|
|

DISPLAY 9 Percentage Increase in University of California 1985-86 All-Ranks Average Fringe
Benefit Costs Required to Equal the Comparison Group Projections for 1986-87

Percentage Increase Required in
University of California Fringe

Cal‘ijfzz.i:sj\tze‘:-:ge C?mparison Group Benefits Contribution
Fringe Benefit Fringe Beneﬂ! Costs 1985-86 1986-87
Academic Rank Costs1985-88 1985-86 1986-87 (Actual) (Projected)
’ Professor $12,801 $11,528 $12,738 -9.945% -0.496%
Associate Professor $9.504 $8,713 $9,752 -8.323% 2.608%
Assistant Professor $8,721 $7,404 $8,359 -15.101% -4.152%
All Ranks $11,565 $10,382 $11,522 -10.229% -0.372%
Associate Assistant
Professor Professor Pro;essor Total

University of California Projected
Budget-Year Staffing Pattern 3,302 1,005 707 5,014

Source: Letter to Patrick M. Callan from Calvin C. Moore, Assistant Vice President - Academic Personnel and Planning,
University of California, Nevember 11, 1985.
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coverages for life, medical and dental care, non-in-
dustrial disability, workers’ compensation, and un-
employment.

The largest component of the fringe benefit program
is retirement, represerting 63 percent of all the
funds expended by the University for the purpose.
This fact has made the analysis of fringe benefit pro-
grams difficult in the past because the benefits re-
ceived by faculty often bear only an indirect rela-
tionship to the program costs. In addition, a satis-
factory method of making viable comparisons be-
tween California and other states has never been
found due to the fact that there are many different
kinds of retirement programs and different assump-
tions underlying each of them. The Legislative An-
alyst has found this particularly frustrating and has
made several attempts to obtain better information.
The most recent attempt led to the Supplementa!
Language and segmental responses discussed below.

The California State University

California State University staff has advised the
Commission that the State University was unable to
collect cost data on fringe benefits this year, and
thus it did not make its regular submission for this
report. The State University staff indicates that
comprehensive information from its comparison in-
stitutions will not become available for several
months.

Segmental reports on fringe benefits

During the 1984-85 legislative session, Supplement-
al Language was added to the Budget Act which
directed as follows

4. Retirement System Data. The University of
California (UC) and the California State Uni-
versity (CSU) are directed to request from
their faculty comparison group universities
the following data on retirement benefits in
addition to data currently collected:

e Of the average amount identified for
fringe benefits, the average dollar amount
related to contribution for retirement.

e The average contribution needed to fund
the “normal costs” of the retirement sys-
tem.

e The average employee contribution to the
retirement system.

The California Postsecondary Education
Commission (CPEC) is directed to include in
its Annual Report on Faculty and Adminis-
trators’ Salaries a table that compares the
normal ccsts less the employee contribution
of the UC and CSU retirement systems and the
same data for their respective comparison
university groups. The CPEC report shall also
include data on the percentage of reported
fringe benefits that are related to retirement
for UC, CSU, and their respective comparison

groups.

It is further the intent of the Legisiature that
UC and CSU attemrt to collect and provide
information on actual benefits in addition to
reported cost data for their comparison
institutions.

University of California

In order to satisfy this directive, the University cf
California retained the actuarial consulting firm of
Towers, Perrin, Forster & Crosby to collect and ana-
lyze data on both the University’s and its comparison
institutions retirement programs. The State Uni-
versity endeavored to collect and analyze the appro-
priate information internally. The University re-
ported its data (Appendix E) to the Commission on
August 23, 1985; the State University on August 22,
1985 (Appendix F).

According to the University’s actuarial consultants,
the definition of “normal cost” is as follows:

The normal cos: is the actual cost of a plan allo-
rated to the 1984-85 year under the entry agr
actuarial cost method. Each university’s nor-
mal cost is the total cost minus the members’
contributions. )

Under this definition, the consultants compiled the
data shown in Display 10 on the opposite page.

This defirition of normal costs is somewhat simplis-
tic, however, in that it uses a term -- “actual cost” --
that cannot be calculatea without some difficulty

The "actual cost” of a retirement plan may or mav
not bear a close relation to the amount of money in-
vested in that plan by its members or their employ-
ers, and it is derived only through the application of
a number of critical assumptions. In their report, the
consultants listed 15 assumptions that produced the
figures in Display 10:

1. Investment return on member contributions.
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DISPLAY 10 Retirement System Normal Costs at the University of California and its
Comparison Institutions as a Percentage of Covered Compensation.

Institution T"(‘;,lo f;';‘lr(‘:bo‘;t‘f" Member Contribution  Instituuonal Contribution
University of California 14.3%! 3.5% 10.8%!
Institution A 10.0 0.0 10.0
Institution B 11.0 0.0 11.0
Institution C 23.31 8.0 15.31
Institution D 15.0 5.0 10.0
Institution E 15.0 5.0 10.0
Institution F 13.9 .6 13.3
Institution G 8.2t 0.02 8.21
Institution H 14.3 3.9 10.4
Eight Institution Average
(Equai Weight to Each Institution) 13.8% 2.81% 11.03%

1. Includes admin:strative expensus of 0.3 percent.

2. Instuitution G destgnates part of its contribution (5.0 percent of pay) as member cont.ibution, to be paid to the member at

terminaiion or upon death.

Source: Appendix E.

Salary increases.

Social security benefits.

Mortaiity rates.

Member termination date.

Retirement incidence (retirements per 1,000

active members by age).

7. Disablement.

8. Mortality for disabled members.

9. Remarriage.

10. Proportion of active members who are mar-
ried.

11. Number of dependents of married members.

12. Entry age for funding.

13. Administrative expenses.

14. Future service for part-time employees who
are members.

15. Probability of electing a refund on termina-

tion of employment.

oo

In addition, they applied the 15 to the comparison
institutions as if they had the identical demograph-

ics, costing methods, and actuarial assumptions ap-
plicable to the University of California Retirement
System (UCRS) and the University faculty. It is an
approa.h similar to that traditionally used by the
Commission for making salary and fringe benefit
cost comparisons, since those are based on applying
the University’s staffing pattern to the average sa-
laries paid within the comparison group. Analyti-
cally, there is no other way to compare the value of
various retirement programs since, without a com-
monelity of demcegreaphics and assumptions, the var-
iables applicable t2 individual institutions would
distort the results.

All of these assumptions require the application of
probability tables, all of which are presented in Ap-
pendix G beginning on page 73. Even then, however,
it is difficult to determine the superiority or inferi-
ority of one system over another, since five of the
eight comparison institutions use the Teachers In-
surance and Annuity Association program, two have

21
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state-financed progr.ms similar to California’s, and
one offers an option of using either one ¢. both. This
problem is discussed further below in the Commis-
sion’s comments on the State University.

Concerning that portion of the Suppfemental wan-
guage which requires the inclusion of data “on the
percentage of reported fringe benefits that are re-
lated to retirement for UC, CSU, and their respective
comparison greups,” the University did not provide
those data for its comparisen institutions. For the
current year, the applicable percentage for the Uni-
versity is 63 percent.

The California State /nwversity

In its report (Appendix E), the State University em-
phasized the fact that there are two basic types of
retirement programs - "defined contribution plans”
and "defined benefit plans.” The former is typified
by TIAA-CREF, where both the member’s and the in-
stitution’s contributions are precisely determined
but where the benefits depend largely on the capital
growth accruing to the plar over the course of the
member’s employment. In defined benefit plans,
however, the amount received upon retirement is
ordinarily defined as a percentage of final salary
times the number of years of service.

The two types of plans also differ in that institution-
al contributions to TIAA-CREF and similar plans are
highly portable, while most defined benefit plans
financed by sovernmental entities are not. In gov-
ernment plans such as the Public Employees Re-
tirement System (PERS), employer contributions are
never receivable in a lump sum or transferable to
another retircment program by the employee. Bene-
fits can only be received following bnth vesting and
retirement. In general, the portability feature nor-
mally included with defined contribution plans is
considered to be highly desirable.

The State University surveyed 16 of its 20 compari-
sor. institutions approved by the Commission last
March. Of the 16, seven had defined contribution
plans, five had defined benefit plans, and four offer-
ed faculty the option of selecting one or the other.
Unlike the University of California, however, the
State University did not apply the demographics of
its system to the retirement systems in placc in the
comparison institutions.

In its report, the State University notes that normal
cnsts for defined contribution plans are identical to
the employer’s and employee’s contribution to it.

F?r defined benefit plans, however, the normal cost
[«

can be determired only by the application of a num-
ber of assumptions similar or identical to those listed
above. To obtain normali costs for the defined benefit
plans, the State University consulted with PERS and
with retirement experts in the applicable states to
produce the data shown in Display 11 on the opposite
p. ge.

In determining normal costs for the defined benefit
plans, the most important assumptions used by PERS
are those governing interest rate growth in the con-
tributions and the annual percentage increase in
rmployee salaries. At present, PERS assumes 8.5 per-
cent for the former and 8.0 percent for the latter. By
contrast, the averages for the five defined benefit
plan institutions are 7.3 and 5.45 percent, respec-
tively -- percentages that iower considerably the nor-
mal costs of the comparison institution plans. As
noted earlier, such percentages do not apply to de-
fined contribution plans, since normal costs are iden-
tical to actual contributions.

Concerning that part of the Supplemental Language
which called for the segments to indicate the per-
centage that retirement prcgrams comprise of the
total fringe-benefit package, the State University
provided data for the 11 institutions with defined
contri* _tion progrars but none for those with de-
fined benefits. The absence of the latter stems from
the fact that contributions do not relate closely to
normal costs. For the 11, computations were made
for life insurance, disability insurance, and Socizal
Security (0ASDI). Health insurance was not irclud-
ed for the following reason (p. 3):

In consultation with staff of the Postsecond-
ary Education Commission, the report omits
comparison of health related benefits. The
CSU offers some 25 different health benefit
plans and the comparison institutions also
offer numerous plans Data ob*ained in prior
surveys indicate that CSU expenditures for
health benefits are significantly above those
other institutions across the country. It ap-
pears, however, that this cost difference re-
flects the higher cost of medical and hospital
services .n California than in the rest of the
nation.

Also excluded were provisions for workmen’s com-
pensation and unemployment insurance, since “for
the most part, full-time faculty are only remotely af-
fected by these programs.”

In spite of those restric:ions, the State University
did show the relationship between retirement and
other fringe benefits on May 8 when it submitted its
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DISPLAY 11 Normal Cost as a Percentage of Covered Compensation at the California State
University and Sixteen of its Con.parison Institutions, 1984-85.

Tl Cottinon Momber | Emplgectomal - Charges
California State University! 15.3% 5.0% 10.3% 17.6%
Institution Al 12.1 6.0 6.1 13.2
Institution B! 8.3 45 3.8 9.0
Institutiorn C1 14.2 8.75 5.5 14.0
Institution D! 8.2 5.0 3.2 11.8
Institutioa El 10.4 0.0 10.4 11.3
Institution F2 14.0 7.0 7.0 7.0
Institution G2 12.5 50 7.5 7.5
Institution H2 15.83 5.53 10.03 10 03
Institution 12 12.04 6.04 6.04 6.04
Institution J2 16.0 8.0 8.0 8.0
Institution K2 12.0 6.0 6.0 6.0
Institution L2 13.0 5.0 8.0 8.0
Institution M2 13.55 1.55 12.05 12.05
Institution N2 15.35 6.85 8.5 85
Institution O2 14.5 5.0 9.5 9.5
Institution P2 15.0 5.0 10.0 10.0
Averages:

Defined Benefit 10.6% 4.85% 5.8% 11.9%
Programs
Defined Contribution 13.9% 5.52% 8.4% 8.4%
Programs

1. Defined Benefit Plans.
Defined Contribution Plans.

Average of a range of options available to the employee.

Lol

Range is between 10 percent and 14 percent. Contributions on salary below OAsSDI maximum are at 5 percent for both the

employee and the institution; those above are at 7 percent for both.

5. Faculty hired since 1976 contribute at a 3 percent rate with University contribut.ons at 9 percent on salary to $16,900
then 12 percent. Faculty hired before 1976 have no maidatory contributions; University contributes 12 percent on

salary to $16,900 then 15 percent thereafter.
Source: Appendix F.

final salary and benefit report for 1985-86. Those
data are shown below in Display 12 on page 13.

The State University listed eight “findings” in its
report, the most important of which are as follows:

1. The State University’s retirement program (PERS)
is competitive with other retirement programs for
faculty who retire in State University employ-
ment but not competitive for younger faculty in

comparison to institutions with defined contribu-
tion plans similar to TIAA-CREF.

2. Comparisons of annual costs between CSU and
comparisen institutions with defined benefit plans
are difficult to make since annual costs bear little
relation to normal costs (see Display 11 on the
previous page for Instivutions A through E).

3. Average contributions to retirement programs by
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faculty members 1n CSU and its comparison insti-

tutions are comparable (5.0 percent in CSU; 5.29 ed).

percent in the 16 comparison institutions survey-

DISPLAY 12 Cost of Fringe Benefits Provided Full-Time Faculty at the California State
Unwersity and Sixteen Comparison Institutions as a Percentage of Salary
Ezxpenditures, 1984-85.

California State University

Sixteen Comparison Institutions

Percent of Salary Percent of Percent of Salary Percent of

Type of Benefit Expenditures Total Expenditures Total
Ratir. ment 17 60% 60.38% 10.08% 46.05%
Social §-.curity 5.82 19.97 5.88 26.86 -
Medical/Dental Insurance 5.26 18.04 3.79 17.31
‘Workers’ Compensation 0.29 0.99 0.27 1.23
Unemployment Insurance 0.17 0.58 0.21 0.96
Tuition Waivers 0.00 000 0.79 3.61
Life Insurance 0.00 0.00 0.64 2.92
Disability Insurance 0.00 0.00 0.23 1.05
Total Reported Fringe
Benefit Expenditures 2915% 99 96%!1 21.89% 100 00%

1. Does not equal 100 percent due to rounding.

Source: Appendix F
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Medical School Salaries

ITEM 322 of the 1978 Legislature’s Conference Com-
mittee Supplemental Report on the Budget Bill
siates:

Th: University of California shall report to
the California Postsecondary Education Com-
mission annually on (1) its full-time clinical
faculty salaries and those of its comparison in-
stitutions (including a description of the type
of compensation plans utilized by each UC
school and each comparison institution), and
(2) the number of compensation plan excep-
tions in effect at each UC school.

Since the Commission’s final report for the 1979-80
budget year, the University has provided the re-
quested data for the then current year. During deli-

berations over the revised faculty salary methodolo-
gy which the Commission approved last March, how-
ever, the University requested a change to biennial
rather than annual reports. In consultation with the
Department of Finance and the Office of the Legisla-
tive Analyst, this suggestion was accepted, the Uni-
versity agreeing to supply data for the 1984-85
budget year and every two years thereafter.

For the 1985-86 cycle, the Commission published
only one report, and it was not nossible to include the
medical faculty data within it. Accordingly, the data
that ordinarily would have been presented then are
presented here in Displays 13 and 14. Data for the
1986-87 year will be contained within the Commis-
sion’s next annual report.

DISPLAY 13 1984-85 University of California Medical School Faculty Salary Survey: Pediatrics

Professor Associate Professor Assistant Professor
Institution Salary Rank Salary Rank Salary Rank

B $112,600 1 $82,10C 1 $56,200 3

F 98,216 2 78,205 2 65,186 1

University of California 93,863 3 70,285 3 55,273 5

G 92,143 4 64,040 8 54,144 6

A 91,239 5 67,418 5 58,248 2

D 90,587 é 69,615 1 55,759 4

E 85,444 7 66,053 6 43,688 9

H 79,377 8 60,968 9 47,167 8

C 74,500 9 64,182 7 52,600 7
Average $90,885 $69,207 $54,252
Standard Deviation $10,991 $6,906 $6,196

Source: Letter to Patrick M. Callan from Leon Mayhew, Acting Assistant Vice President - Academic Personnel and

Planning, University of Califormia, April4, 1985.
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DISPLAY 14 1984-85 Unuwersity of California Medical School Faculty Salary Survey:
Surgery und General Medicine

Institation Professor Associate Professor Assistant Professor
Salary Rank Salary Rank Salary Rank
Surgery
G $182,244 1 $141,478 1 $91,833 4
D 166;315 2 111,064 5 87,340 7
University of California 156,907 3 108,202 6 86,715 6 .
A 148,101 4 98,158 9 69,042 9
F 145,793 5 120,478 3 95,687 3
C 139,428 6 133,063 2 99,383 1
B 136,500 7 111,200 4 97,000 2
H 135,625 8 108,125 7 90,030 5
E 122,832 9 106,229 8 71,479 8
Average $148,083 $ 15,333 $87,501
Standard $17,916 $13,876 $10,741
Deviation
General Medicine
D $112,951 1 $98,892 1 $83,243 1
B 106,700 2 73,100 6 55,150 8
F 105,011 3 84,235 2 59,350 6
University of California 102,887 4 76,637 4 61,887 3
S 102,707 5 79,336 3 62,729 2
A 97,726 6 72,300 7 60,008 5
E 88,657 7 68,905 8 49,381 9 .
H 86,313 8 73,238 5 61,083 4
C 80,321 9 65,000 9 57,647 7
Average $98,141 $76,849 $61,164
SDgavr;g?ii)i $10,786 $9,987 $9,236

Source: Letter te Patrick M. Callan from Leon Mayhew, Acting Assistant Vice President - Academic Personnel and
Planning, University of California, April 4, 1985,
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Conclusions

THIS report has analyzed faculty salaries and
fringe benefits at the University of California and
the California State University, discussed economic
conditions, and presented University of California
medical faculty salary comparisons from 1984-85.

Regarding salaries, its principal discussion concern-
ed the difficuities en~ountered by the California
State University in obtaining actual, currant-year
salary data from the new list of comparison institu-
tions approved by the Commission last March. Al-
though all parties to this agreement, including the
State University, intended that final data would be
acquired from all 20 State University comparison
institutions by November 15 each year, such data
were made available to the Commission for only five
by that date. According to State University officials,
problems encountered ranged from refusals t* coop-
erate by four institutions, protracted couective
bargaining negotiations in two others, and delays in
performing the necessary payroll computer runs and
late deliveries at the remaining nine. In a letter
dated December 3, 1985, the State University sub-
mitted an update that contained actual aa.a for 13
institutions, partial data for three others, and esti-
mates for the remaining four. Officials of the State
University have advised the Commission that com-
plete data for all 20 comparison institutions will

. probably nct be available until February at the ear-
liest, and that the problem of delays in obtaining
comparison institution data is unkikely to be resolv-
ed in future years.

With regard to the University of California, final
data were submitted for seven of the !'niversity’s
eight comparators, the only exception being one that
could not submit data due to the absence of a collec-
tive bargaining agreement. In spite of this problem,
University officials spoke at length to officials of
that institution and received sufficient data to de-
rive a reasonable estimate for that system, and Corn-
mission staff has determined that any conceivable
deviation in that estimate will have only a minor
effect on the University’s projected parity percent-
age of 1 4 percent for 1986-87.

Concerning fringe benefits, the University submit-

ted its usual report on employer costs, again provid-
ing an estimate for the one still without a collective

rgaining agreement. The State University was
unabie to submit fringe benefit cost data for any of
its comparison institutions. In addition, each seg-
ment submitted a report on fringe benefit “nermal
costs” in response to Supplemental Language con-
tained in the 1984-85 Budget Act. Those reports
were discussed in Chapter Four.

Based on the data submitted by the two universities
and the ans.lyses contained in this report, the Com-
mission offers the following conclusions with regard
to faculty salaries and fringe benefits for 1986-87:

Salaries

1. Based cn the comparison institution data sub-
mitted by the University of California, the parity
figure of 1.4 percent shown in Display 2 of Chap-
ter Three is as accurate as any provided previ-
2usly in the Commission’s final annual report.
The absence of final data from the one university
is not expected to have any significant impact on
the overall percentage increase needed to attain
parity.

2. By the November 15 deadline, the State Univer-
sity submitted complete data from only five of its
comparison institutions, estimates from 13 oth-
ers, and no data from the final two. As of Decem-
ber 13, it had compiled actual current-year data
for 13 institutions and partial data for the re-
maining seven. These data indicate a parity
deficiency in 1986-87 of 6.88 percent, which is
probably not at variance by more than 2 0.2 per-
cent. The true parity figure -- comparable to any
in the Commission’s previous final reports pub-
lished in the spring -- probably lies between 6.7
wsd 7.1 percent.

3. During 1985, two changes were made in the
State University’s methodology that greatly in-
creased the difficulty of collecting accurate sa-
lary information: (1) the date of the final salary
report was moved back to December from May of
each year; and (2) roughly two-thirds of the insti-
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tutions on the State University’s list of compari-
son institutions were replaced with new ones. In
light of these challenges to implement the new
procedures, the State University failed to invest
adequate time and energy to secure the neces-
3ary degree of cooperation from its comparison
group, and did not adequately inform Commis-
sion staff of its difficulties prior to the November
15 deadline.

Fringe benefits

4,

The report submitted by the Un..ersity of Cali-
fornia is comprehensive in its attempt to estab-
lish true “normal costs” for both its own and its
comparison institution’s retiremen* systems. In
comparing the total of employer and employee
costs, it appears that the University's system
(UCRs) is slightly more expensive than the aver-
age of those in its comparison institutions, but
less expensive to the University and, thercfore,
to the State. The reason for this is that the con-
tributions made by University of California fac-
ulty members are slightly higher than those
made by faculty in the comparison group. Over-
all, however, the normal costs are very similar.

It is not possible to compare percentages of costs
devoted to retirement in the University's com-
parison institutions since the University did not
provide those data. At the University, the cur-
rent percentage retirement coste represent of to-
tal fringe benefit costs is about 63 percent.

The data provided by the California State Uni-
versity made a clear distinction between “de-
fined contribution” retirement systems and “de
fined benefit” systems. Considered as a group, it
appears that Califorria’s system is slightly less
expensive for iaculty and zomewhat more ex-
pensive for the State University (and the State)
than systems in place at the comparison institu-
tions. This conclusion, however, must be modi-
fied by the fact that the State University did not
apply its demographics or the Public Employzas
Retirement System assumptions to the pro-
grams in place at the other institutions. Given
the more modest assumptions used by the com-

10.

parisorn institutions relative to interest rates and
salary increases, it seems probable that the dif-
ferences between the two would have narrowed.

Comparisons between the State University and
its comparison institutions are further compli-
cated by the fact that a true faculty-to-faculty
comparison cannot be made so long as the PELS
~ystem as a whole is the basis for that compari-
son. State University faculty are only one em-
ployee group within PERS, and it cannot be de-
termined from the State University’s report
whether a true comparison affecting only faculty
would raise or lower empioyee contributions or
employer normal costs.

At both the University and the State University
in 1984-85, actual employer contributions ex-
ceeded employer normal costs by a considerable
margin. At the University of California, employ-
er norinal costs were 10.8 percent of salary per
employee with an employer contribution of 14.5
perce .. At the California State University, the
figures were 10.3 and 17.€ percent, respectively.

At bcth the University and the State University,
the determination of actual benefits received de-
pends heavily on the individual, since both UCRS
and PERS offer comparatively advantageous re-
tirement incomes after many years of service but
do not offer portability for employer contribu-
tions. This means that faculty who remain for
less than five years (the minimum term for ben-
efits to vest) receive no employer benefits at all,
those who remein only a few mo~e than five
years very little, and those who remain for a ca-
reer a subst: Sial amount. At institutions with
defined contrioution plans like TIAA-CREF, bene-
fits are almost directly proportional to years
served. This difference makes a consistent com-
parison of benefits received almost impossible.

Given the difficulties inherent in retirement sys-
tem comparisons, it would appear that recom-
mendations for changes in California’s programs
would be justified only if it could be demonstrat-
ad that there were radical differences in cost anr
benefit levels. At the present time, such differ-
cnces are not evident. ‘




Appendix A

Senate Concurrent Resolution No. 51, 1965 General Session,
Relative to Academic Salaries and Welfai e Benefits

WHEREAS, The Joint Legislative Budget Committee pursuant to House Reso-
lution No. 250, 1964 First Extraordinary Session, has had prepared and has
adopted a report of the Legislative Analyst containing findings and recommen-
dations as to salaries and the general economic welfare, including fringe bene-
fits, of faculty members of the California institutions of higher education; and

WHEREAS, The study of the Joint Legislative Budget Committee found that
the reporting of salaries and fringe benefits as it has been made previously to
the Legislature has been fragmentary and has lacked necessary consistency,
with the result that the Legislature’s consideration of the salary requests of the
institutions of higher learning has been made unnecessarily difficult; and

WHEREAS, The report recommends that the Legislature and the Governor
should receive each December 1 a report from the Coordinating Council for
Higher Education, plus such supplementary information as the University of
California and the California State Colleges desire to furnish independently,
containing comprehensive and consistently reported information as outlined
specifically in .. report adopted by the Joint Legislative Budget Committee;
and

WHEREAS, The reporting recommended by the committee would include es-
sential data on the size and composition of the faculty, the establishment of com-
prehe  ive bases for comparing and evaluating faculty salaries, the nature and
cost existing and desired fringe benefits, the nature and extent of total com-
pensaticn to the faculty, special privileges and benefits, and a description and
measurement of supplementary income, all of which affect the welfare of the
faculties and involve implications to the state now, therefore, be it

Resolved by the Senate of the State of California, the Assembly thereof concur-
ring, That the Coordinating Council for Higher Education in cooperation with
the University of California and the California State Colleges shall submit an-
nually to the Governor and the Legislature not later than December 1 a faculty
salary and welfare benefits report containing the basic information recom-
mended in the report of the Joint Legislative Budget Committee as filed with
the President of the Senate and the Speaker of the Assembly, under date of
March 22, 1965.

23
23



Appendix B

NOTE: The following material is reproduced from
Chapter Two, "The Revised Methodology,” of Meth-
ods fur Calculating Salary and Fringe Benefit Cost
Comparisons, 1985-86 to 1994-95: A Revision of the
Commission’s 1977 Methodology for Preparing Its
Annual Reports and Faculty and Administrative Sa-
laries and Fringe Benefit Costs. Commission Ref ‘-t
85-11. Sacramento: California Postsecondary Edu-
cation Commission, March 1985, pp. 7-16.

The following procedures will be employed by the
California Postsecondary Education Commission t¢
develop its annual report on faculty salaries and
fringe benefit costs in California public higher edu-
cation for the ten-year period of 1985-86 to 1994-95,
unless noted otherwise.

1. Number and timing of reports

One report will be prepared by the Commission each
year. That report will contain current- ‘ear data
from both the University of California’s and the Cal-
ifornia State University’s comparison institutions,
such data to be submitted by the segments to the
Commission, the Department of Finance, and the
Legislative Analyst not later than November 15
each year. The Commission’s report will be submit-
ted to the Department of Finance and the Joint Leg-
islative Budget Committee not later than January 1.

2. Principle of parity

The report will indicate needed percentage increases
(or decreases) for the forthcoming fiscal year in sala-
ries and fringe benefit costs for University of Cali-
fornia and California State University faculty wo
achieve and maintain paricy with comparison insti-
tution faculty at the ranks of professor, associate
professor, assistant professor, and (at the State Uni-
versity only) instructor. Parity is defined as the
mean of all salaries paid by the comparison institu-
tions as a whole at each rank. A separate list of com-
parison institutions will be used by each of the faur-
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year California segments of higher education. The
report will separate calculations and displays of data
related to percentage increases required for salary
parity from those related to fringe benefit cost pari-
ty.

3. Comparison institutions
University of California

Comparison institutions for the University of Cali-
fornia, with independent institutions asterisked,
will be the following:

Cornell University*

farvard University*

Stanford University*

State University of New York at Buffalo
University of Illinois Urbana Campus
University of Michigan - Ann Arbor
University of Wisconsin - Madison

Yale University*

The University’s list of comparison institutions re-
mains an open item before the Technical Advisory
Committee during 1985 and may be recommended
fer change for 1986-87 and subsequent budget years.

California State University

Comparison institutions for the California State
University, with independent institutions asterisk-
ed, will be the following for the years 1985-86
through 1994-95.

Northeast

University of Bridgeport*

Boston University*

Rutgers the State University of New Jersey (New-
ark Campus)

State University of New York at Albany

Bucknell University*

South

University of Miami (Flcrida)*

Georgia State University

North Carolina State University

Virginia Polytechnic Institute and State University
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North Central

DePaul University*

Wayne State University

Mankato State University
Cleveland State University
University of Wisconsin-Milwaukee

West

Arizona State University
University of Scuthern California*
University of Colorado at Denver
Lewis and Clark College*
University of Nevada-Reno
University of Texas at Arlington

4. Facuity to be included and excluded
University of California

Faculty to be included in the comparisons are those
at the ranks of professor, associate professor, and as-
sistant professor (the University does not use the
rank of instructor) employed on nine- and eleven--
month (prorated) appointments. with the exception
of faculty in law, the health sciences, summer ses-
sions, extension programs, and laboratery schools, to
the extent that these faculty are covered by selary
scales or schedules other than those of the regular
faculty. Faculty on the special salary schedules for
engineering, computer science, and business admin-
istration will be included with the regular faculty.

Faculty members to be included are those assigned
to instruction (regardless of their assignments for
research and other University purposes), depart-
ment chairmen (if not on an administrative salary
schedule), and faculty onsalaried sabbatical leave.

The number of University facult.y will be reported on
a full-time-equivalent basis.

The California State University

Faculty to be included in the comparisons are those
with full-time appointments at the ranks of profes-
sor, associate professor, assistant prof 'ssor, and in-
structor, employed on nine- and eleven-month (pro-
rated) appointments, department chairmen, and fac-
ulty on salaried sabbatical or special leave. Faculty
teaching seminar sessions or extension will be ex-
cluded.

Funds appropriated for “outstanding professor
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awards” will be included in the State University’s
average salaries,

The number of State University and comparison in-
stitution faculty will be reported on a headcount
basis.

5. Computation of comparison institution
average salaries and fringe benefit costs

As indicated below, the University and che State
University use different methods to compute aver-
age salaries in their respective groups of comparison
institutions. The Commission will provide a detailed
explanation for these differences in its annual re-
port.

University of California

For the University’s comparison group, u.e average
salary at each rank will be obtained for each com-
parison institution. The average salary at each rank
for the comparison group as a whole will then be cal-
culated by adding the average salaries at the eight
comparison institutions and dividing by eight. The
same procedure will be used to compute the cost of
fringe benefits. (The use of equal weights for Uni-
versity of California coymparison institutions is an
unresolved issue to be discussed by the Technical

.Advisory Committee during 1985.)

The California State University

For the State University’s comparison group, the
total actual salary dollars paid at each rank for the
group as a whole will be divided by the number of
faculty within the rank at all 20 ins*itutions to de-
rive the average salary for each rank. Average costs
of fringe benefits will be computed in the same man-
ner.

6. Five-year compound rate of salary
and fringe benefit cost growth

In order to compute the estimated salaries and
benefit costs to be paid by the comparison institu-
tions in the budget year, a five-year compound rate
of change in salaries and the cost of fringe benefits
will be computed using actual salary and benefit
data for the current year and the fifth preceding
year.

Each segment will compute the average salary and
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fringe penefit cost to the employer by rank for their
respective comparison groups as specified in Section
5 above. Each will then calculate the annual com-
pound rate of growth at each rank between the cur-
rent year and the year five years previous to the
current year. These rates of change will then be
used to project average salaries and costs of fringe
beaefits for that rank forward one year to the budget
year.

(The use of a five-year compound average is one of
the unresolved issues to be discussed by the Techni-
cal Advisory Committee during 1985. The Legis-
lative Analyst has suggested that a shurter period of
between two and four years be used or that the more
recent years be accorded a greater weight than the
earlier years. Consequently, the five-year com-
pounded average will apply only to the 1985-86
budget cycle.)

7. All ranks average salaries and fringe
benefit costs

All-ranks average salaries and fringe benefit costs
will be calculated for each segment and for each re-
spective comparison group in both the current and
budget years, by using the following procedures.

University of California

For the University, both its and the comparison in-
stitutions’ rank averages will be weighted by the
University’s projected staffing pattern for the budget
year. The all-ranks averages produced thereby will
be compared and percentage differentials computed
for both the current and budget years. The percent-
age differential between the University's current
year all-ranks average and the comparison group’s
projected budget year 2ll-ranks average will conati-
tute the percentage amount by which University
salaries will have to be increased (or decreased) to
achieve parity with the comparison group in the
budget year. The same procedures will be followed
with respect to the cost of fringe benefits.

The California State University

For the State University, both its and the compari-
son group’s current year staffing patterns will be
employed. The rank-by-rank averages will be sepa-
rately weighted by the respective staffing patterns
for both the current and budget years so that two
sets of all-ranks averages will be derived. The two

all-ranks averages for the State University in the
current year (the first weighted by the State Univer-
sity staffing pattern and the second by the compari-
son group’s staffing pattern) will be added together
and divided by two to produce the mean. Similarly,
the current- #nd budget-year averages for the com-
parison institutions will be added and divided by two
to produce mean all-ranks averages for both the cur-
rent and budget years. The mean State University
current-year all-ranks average will then be com-
pared to the mean current- and budget-year com-
parison-institution all-ranks averages to produce
both a current- and budget-year parity percentage.
The percentage differential between the State Uni-
versity's curreni{-year all-ranks average and the
comparison group’s projected budget-year all-ranks
average will constitute the “Gross Percentage
Amount” by which State University salaries will
need to be increased or decreased to achieve parity
with the comparison group in the budget year.

The “Gross Percentage Amount” will be reduced by
two adjustments:

e First, two-tenths of one percent (0.2 percent) will
be deducted to account for the effect of turnover
and promotions in the budget year.

® Second, an additional eight-tenths of one percent
(0.8 percent) will be deducted to account for the ef-
fect of higher paid law-school faculty in ten of the
State University’'s comparison institutions.

(These several adjustments are estimates to be used
only for the 1985-86 budget year. During 1985, a
survey will be conducted by the State University to
determine the accuracy of these adjustments for
future years. Commission staff will review the State
University’s findings in both of these areas.)....

8. Administrative, medical, and community
college salarizs

Administrative salaries

In its annual faculty salary report, the Commission
will include data on the salaries paid to administra-
tors at the University, the State University, and
their respective comparison institutions. The State
University will use the same group of comparison in-
stitutions as for ite faculty survey. For 1985-86 only,
the University of California will use the same list of
comparison institutions and administrative position
descriptions as were used for the 1983-84 budget cy-
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cle. Both the comparison group and the positions to
be surveyed for future years remain unresolved at
this time and will be considered by the Advisory
Committee during 1985.

Medical faculty salaries

The Commission will include data on comparative
salaries and compensation plans for the University
of California and a select group of comparison insti-
tutions on a biennial basis commencing with the
1985-86 academic year. Comparison institutions to
be surveyed will be Stanford University, the Univer-
sity of Chicago, the University of Illinois, the Uni-
versity of Michigan, the University of North Caro-
lina, the University of Texas at Houston, the Uni-
versity of Wisconsin, and Yale University. Diseci-
plines to be survevad will be internal medicine, pe-
diatrics, and surgerv, which, taken together, will be
considered representative of the medical profession
as a whole.

Community college faculty salaries

In its annual report on faculty salaries, the Com-
mission shall include such comments as it considers
appropriate to satisfy the recommendation of the
Legislative Analyst contained in the Anralysis of the
Budget Bill, 1979-80. Comments shall be directed
to, but need not be limited by, the contents of the
Annual Report on Staffing and Salaries of the Com-
munity Colleges’ Chancellor’s Office.

9. Supplementary information

Supplementary information remains an unresolved
issue. The categories of data to be supplied by the
segments and the years to be included in historical
series will be discussed by the Technical Advisory
Committee in 1985.

10. Criteria for the selection of comparison
institutions

University of California
The following four criteria will be used to select

comparisen institutions for the University:

1. Each institution should be an eminent major
university offering a broad spectrum of under-
graduate, graduate ‘Master’s and Ph.D.), and
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professional instruction, and with a faculty re-
sponsible for research as well as teaching.

2. Each institution should be one with which the
University is in significant and continuing compe-
tition in the recruitment and retention of faculty.

3. Each institution should be one from which it is
possible to collect salary and ben«fit cost data on a
timely, voluntary, and regular bas. (Not all in-
stitutions are willing to provide their salary and
benefit cost data, especially in the detail required
for comparison purposes.)

4. The comparison group should be composed of both
public and private institutions.

In selecting these institutions, stability over time in
the composition of the comparison group is impor-
tant to enable the development of faculty salary
market perspective, time-se' 3 analysis, and the
contacts necessary for gatheri. _required data.

The California State University

The following five criteria will be used to select com-
parison institutions for the California State
University.

1. General Comparability of Institutions: Compari-
son institutions should reflect the mission, func-
tions, purposes, objectives, and institutional di-
versity of the California State University system.
Faculty expectations at the comparison institu-
tions, in terms of pay, benefits, workload, and pro-
fessional responsibilities, should be relatively si-
milar to those prevailing at the California State
University. To those ends, State University com-
parison institutions should include those that of-
fer a wide variety of programs at both the under-
graduate and graduate levels but that gran: very
few if any doctoral degrees. Specifically, the 20
institutions that awarded the largest number of
doctoral degrees during the ten-year period be-
tween 1973-74 and 1983-84 should be excluded.
The list should include both large and small, and
urban and rural institutions from each of the four
major regions of the country (Northeast, North
Central, South, and West). Approximately one-
fourth to one-third of the institutions on the list
should be private or independent colleges and un
versities, and none of these institutions should be
staffed predominantly with religious faculty.
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2. Economic Comparability of Institutional Location:

The comparison group, taken as a whole, should
reflect a general comparability in living costs and
economic welfare to conditions prevailing in Cali-
fornia. Consequently, institutions located in very
high cost areas, such as New York City, or in se-
verely economically depressed areas, such as por-
tions of the deep South, should not be included on
the list. In order to ensure a continuing economic
comparability between California and those re-
gions in which comparison institutions are locat-
ed, the Commission will periodically review such
economic indicators as it considers appropriate
and include the results of i‘s surveys in its annual
report on faculty salaries and fringe benefit costs.

3. Availability of Data: Each institutior: should be

one from which it is possible to collect salary and
benefit cost data on a timely, voluntary, and reg-
ular basis. (Not all institutions are willing to pro-
vide their salary and benefit cost data, especially
in the detail required for zomparison purposes.)

. Fringe Benefits: The comparison instituticns

should provide fringe benefits, including a retire-
ment program that vests in the faculty member
within five y2ars. This criterion will be reviewed
further by the Technical Advisory Committee
(see Chapter Four).

. University of California Comparison Institutions:

The comparison group developed for the Califor-
nia State University should not include any insti-
tution used by the University of California for its
comparison group.




Appendix C

House Resolution No. 250, 1964 First Extraordinary Session,
Relative to the Economic Welfare of the Faculties
of the California Public institutions of Higher Education

WHEREAS, The Master Plan for Public Higher Education strongly recom-
mended that every effort be made to ensure that the institutions of higher
educaticn in California maintain or improve their position in the intense com-
petition for the highest quality of faculty members; and

WHEREAS, The Coordinating Council for Higher Education in its annual re-
port to the Governor and the Legislature regarding level of support for the
California State Colleges and the University of California recommended that
funds should be provided to permit at least an additional 5 percent increase in
academic salaries for the California State Colleges and the University of Cali-
fornia; and

WHEREAS, The Trustees of the California State Colleges in their annual re-
port to the Legislature declared that the California State Colleges are falling far
behind in the face of this competition and that by 1964-65 faculty salaries will
be lagging 14 to 18 percent bzhind those of comparable institutions; and

WHEREAS, Greatly increasing enrollments in institutions of higher education
in California during the next decade will cause a demand for qualified faculty
wembers which cannot possibly be met ur'ass such institutions have a recruit-
ment climate which will compare favorably with other colleges, universities,
and business institutions, industry, and other levels of government; and

WHEREAS, California has achieved an enviable momentum in business and
industrial development, a momentum now threatened by lagging faculty sala-
ries so that failure to maintain adequate salary scales for faculty members in
California institutions of higher education would be false economy; and

WHEREAS, There have been widespread reports from the State College and
University campuses that higher 3alaries elsewhere are attracting some of the
best faculty members from the California institutions of higher education, and
if such academic emigration gains momentum because of inadequate salaries,
the effect will disrupt the educational processes and result in slower economic
growth, followed by lower tax revenues; and

WHEREAS, The Legislature has a continuing interest in the difficult and
pressing problems faced by the California institutions of higher education in
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attracting and maintaining outstanding faculty members in a p-riod of stiff
competition and rapid growth; and

WHEREAS, The Legislature has a continuing interest in the difficult and
pressing problems fi:ced by the California institutions of higher education in
attracting and maintaining outstanding faculty members in a period of stiff
competition and rapid growth; and

WHEREAS, The State’s investment in superior teaching talent has been
reflected in California’s )henomenal econcmic growth and has shown California
taxpayers to be the wises: of public investors, but unless the superiority in
faculty quality is maintained, the contributions by the California institutions of
higher education to the continued economic and cultural development of Cali-
fornia may be seriously threatened; now, therefore, be it

Resolved by Assembly of the State of California, That the Assembly Committee
on Rules is directed to request the Joint Legislative Budget Committee to study
the subject of salaries and the general economic welfare, including fringe bene-
fits, of faculty members of the California institutions of higher education, and
ways and means of improving such salaries and benefits in order that such
California institutions of higher education may be able to compete for the talent
necessary to provide the highest quality of education, and to request such com-
mittee to report its findings and recommendations to the Legislature not later
than the fifth legislative day of the 1965 Regular Session.
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Appendix D

A RECOMMENDED METHOD FOR REPORTING TO THE LEGISLATURE
ON FACULTY SALARIES AND OTHER BENEFITS
AT THE UNIVERSITY OF CALIFORNIA AND
THE CALIFORNIA STATE COLLEGES

(Pursuant to HR 250, 1964 First Extraordinary Session)

Prepared by the
Cffics of the Legisiative Analyst
Stare of Califernia

January 4, 1965
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INTRODUCTION

The purpose of this staff report is to recommend a
method for reporting to the Legislature on salaries
iringe benefits and other special economie benefits for
faculties of the Tniversity of California and the Caii-
fornia State Colleges. This report has been prepared
by the Joint Legislative Budget Committee in re-
sponse to House Resolution 250 (1964 First Extraor-
dinary Session, Appendix 1)! which resolved:

*“That the Assembiy Committee on Rules is di-
rected to request the Joir t Legisiative Budget Com-
mittee to study the subject of salaries and the gen-
eral economic weifare, including fringe benests, of
faculty members of the Califormia institutions of
higher edueation, and ways and means of improving
such salaries and benesits in order that such Cali-
forpia institutions of higher education may be abie
to compete for the talent necessary to provide the
highest quality of education, and to request such
committee to report its findings and recommenda-
tions to the Legislature not later than the fifth
legislstive day of the 1965 Regular Session.”’

Staff of the Joint Legislative Budget Committee
initiated its study by seeking information which would
refleet the magnitude of California’s long-range and
immediate problems regarding the need to reernit and
retain an adequate number of high quality faculty.
While reviewing past reports presented to the Legis-
lature as justifieation for salary ineresse recommen.
dations by the Coordinating Council for Higher Edu.
cation, the University of California and the California
State Colleges, it became apparent that the first step
in wying o improve faculty salaries and other bene-
fits is to furnish the Legislature with comprehensive
and consistent data which identify the naturs and
level of competitive benets. The costs associated with
recommendations, rated according to priority, should
be included in proposais by the segments in order to
aid the Legislature in determining how much to ap-
propriate and the benefits which an appropriation
will buy.

There has existed in the past a diffarsnce between
what the insttutions have recommended as the need
for salary and bemefit increases and what has finally
been appropriated by the Legislature. Thers are two
principal reasons for this differemce which at times
may be closely related: (1) The Legislature may dis-
agree with what is proposed as to need, or (2) there
may not be enough funds to meet the need because of
higher priorities in other areas of the budgst.

These needs are very complex and, for example.
include such factors as:

1 Disagreement with conclusions drawn rom data

submitted in justification of recoramendations;

2. Lack of confidence in the quantity, quality, or

type of data;

! Appendicas deleted,
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3. The failure of advocates to make points twhich
are coneise and clearly understandabie;

1. The submission of conflicting data by legislative

staf or the Department of Finance.

After careful consideration, it was determined that
a special report should be made to the Budget Com-
mittee containing recommendations as to the kind of
data the Legisiacure should be furnished for the pur-
pose of cunsidering salary and other benesit increases.

On Auvgust 3, 1964 a letter (Appendixz 2) was sent
from the Legisiative Analyst to the Coordinating
Council for Higher Eduncation. the University of Cali-
fornia, the California State Colleges, the Department
of Finance and various faculty organizations inform-
ing them that tke Joint Legislative Budget Committee
was planning to hold a public hearing in connection
with HR 250 and asking for replies to a series of
questions designed to gather background information
about salary and fringe benefits data (Appendix 3.
Copies of Replies Received). The primary purpose of
the hearing was to provide the University of Califor-
mia. the California State Colleges and interested
groups the opportunity to indicate the basis on which
salary and fringe benefits should be reported to the
Legislature, ineluding the kind of data t be com-
piled and who should compile and publish it (Appen-
dix 4. Copies of Prepared Testimony Filed with the
Joint Legislative Budget Committee at the October
15, 1964 Hearing). The contents of most of the pre-
pared statewsexni; discussed problems and in some
instances recommendarions relating to faculty salaries
and other benedits rather than the primary purpose
of the hearizg, but the testimony did serve to identify
areas of concern. The hearing aiso established legis-
lative interest in the subjeets of faculty workload and
sources of suppiementary income.

The review of past faculty salary reports, the re-
plies to the Legislative Analyst’s letter of Angust 3,
1964, tie oral and prepared stataments received at the
October 13, 1964 hearing of the Joint Legislative
Budget Committee and other sources bave revealed
significant dndings and permitted the development of
recommendations concerning the type of information
and method of presentation that should be included
in future facuity salary reports prepared for the
Legisiature,

BACKGROUND

Current procedurss for review of faculty salare
and other benefit increase proposals. starting with the
presentation of recommendations by state colieges and
University of California administrative ofcials %o
their respective governing boards. appear generally
to be adequate, with minor reservations. The State
College Trustees and the Regeats of the Tniversity
of California generally formulate their own proposals
in December and forward them to the State Depar:.




ment of Finance ‘or budget consideration. Concnr-
rently the Coordinaning Councii for Higher Sducation
also makes a report mth recommendations woicd is
made available %0 the State Department of Finance.
The Goversor and the Deparmment of F'inance con-
sider -Bese salary increase proposals in reladon to the
availabilivy of tunds and their own analysis of ..acultv
salary needs and decide 0w m. 3 of an iocrease, il
aay, 0 inciude in the Governor’s Budget. The Legxs-
lativm Analrst in the dnalysis of che Budget Bill pro-
vides anaivsis and recommendations as to the Gover.
nor’s badget proposal

When appropriate legislative commirtees hear the
budget request for ficuity salary increases they may
be confronted with severai recommendations irom
various sources, Their 3rst responsibility is to con-
sider the Governor's rscommendations ‘n the Budget
Bill. Hotwever, the Taiversity and the California
State Colleges generally request the opportunity to
present their own recommendations, which frequently
difer from the Goverzor’s proposal. Also, the Co-
ordinating Council Zor Higher Education presenrs its
recommendacions. Various facuity organizations may
desire 1o maks mdependent proposals. The Legisiature
has been cooperative in providing all interested parties
the opportunity (o present their views, but these
presentations have been markad by extreme variations
in recommendations and in the data which support
the raquests.

WHGC SHOULD PREPARE FACULTY
SALARY REPCORTS

There appears to be some difference of opinion
concerzing the purpose of facuity salary reports and
recommendations prepared by the Coordinating Coun-
al 2or Highes Education. The University of California
and the California State Colleges contend that they
shouid maks direet recommendations to the Govarzor
and the Legisiarure and that Coordinating Council
recommendations should be regarded is independent
commenrs. Conversely, the Department of Finance
and tie Coordinaticg Council for Higher Edueation
believe that salary reports and recommsndations of
the Cocrdinating Council should be the primary re-
port sabmittad to the Department of Finarce and the
Governor %o consider in preparing budget recommen-
dations. The Department of Finance states that such
a repor: shonid be regarded as iimilar in status to the
annual salary ceport relating to civil servics salaries
prepared by the State Personnel Board for the Gov-
srnor and the Legisiature. It is our opinion that the
Legislatare soouid zive speeide and primary coasmd.
eracion to the recommendations in ihe Governor’s
Budget and to the annual facuity salary report of
the Coordinating Council for Eigher Educarion. Eow-
sver, any leparate recommendations of the Uziversicy
of California and the Caiifornia Stata Colleges saould
also be considered.

WHAT FACULTY SALARY REPORTS SHOULD
CONTAIN

We do not believe that reporting required of the
Caivarsity, the Califoraia State Coileges, and the
Coordinating Council Zor Higner Education sziuld
limit the rignt of these agencies to smphasize specide
pomits in supporting their own recommendations.
However, the Legisiature shou'd take steps to estab-
lish a consistent basis upon which it will receive com-
prebensive information about laculty salaries. other
benefits, and related subjects from year to year. AZier
carefui consideration of the statistical amd other
grounds presented in support, of salary and other
oenedit increase proposals in the past, we recommend
that basic data be included in facuity salary reports
to the Lagisiature in a consistent Zorm in the Jollow-
ing areas:

A. Faculty Data

B. Salary Data

C. Fringe Beneiits

D. Total Compensation

E. Special Privileges and Benedts

F. Supplementary Income

Sinee it is necessary for staf of the ssscutive and
legisiative branches of goverument t0 analyze recom-
mendations prior to the commencement of a legislative
session, all reports and recommendarions saould be
compieted by December 1 of each 7ear.

A, Feeuity Dama
1. Findings

a. [2formative data about the size, composition,
retention, and recraitment of Califormia
State College Zacuity has been presentad to
the Legislature irom time co time, but usu-
ally it has been su selective that it lacks
objeerivity and has been incongistent from
oA 10 Fear.

b. Superior lacuity performance nas =gt been
demonstrated as a reason %o jastify past re
quests for superior salaries.

2. Recommendations

Tke following data skould be compiled and pre-
sented annuaily on a consistan: besis. Decni-
tions of <vhat constizutes faculty are left to the
discretion of the University and the stata col-
leges but shounld be cleariy dedned in any report.
Additional data may be included in any given
vear t0 emphasize special problems, but suea
data skouid sapplement not raplace the basic
information recommended beiow. Grapas should
be used <when pracdeal accompanied by sup-
porting tables in an appendix. Recommended
facuity "ata includes:
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a. The number of faculty, by rank and the in-
crease over the previous five years to reflect
institutional growth.

b, Current facuity compogition expressed in
meaningful terms, including but not limited
to the percentage of the faculty who 1 ~e
PhD’s.

¢. Student-facuity ratios as 2 means of express-
ing performance.

d Data relating to all new full-time faculty for
the current academic year including the nnm-
ber hired, source o’ employmant, their rank
and highest degree held. Existing vacancies
should also be noted. Pertinen: historical
trends in these data should be ansiyzed. We
do not believe that subjective and ineomplete
data estmating reasons for turming down
offers, such as has been presented in the past.
serves any usefvl purpose.

¢. Faculty tarnover rates comparing the num-
her of separations to total faculty according
to the following suggested categories; death
or retirezr-ut, to ressarch or graduate work,
intra-instiiational transfers, other co!'~ge or
University teaching, business and gJvern-
ment, other.

Comments

The first three recommendations above are Je-

signed to reflect faculty gize, composition, rate

of growth, and workicad. The inelusion of con-
gistent data from year to year will facilitate
trend analysis as it relates to the institutions
tavolved and, when possible, to comparable in.
stitutions. The purpose of including data on
new facuity and faculty turnover is to provide

a quantitative base for discuszions of problews

relating to facully recruitment and retention. It

may also be bemeficial to inmclude some basic
statistics about the available suppiy of facuity

t0 see what provortion of the market, asw PhD s

for example, Cealifornia institurions hire every

year.

8. Salary Dats
1 Findings

s. The University for several vears has ex.
changed sal«ry data to provide a consistenrt
comparison with a special group of five ‘‘em.
inent’’ universities. as well as with a group
of nine public universities. Couverselr, the
Californis State Colleges hare not yet estab-
lished 2 list of comparable institutions whien
is scceptable to them.

b. Both the Taiversitr of California and the
Coordinating Council for Higher Education
maintain that salary comparisons to appro-
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priate institutions is the best single method
of determining salar— needs.

¢. 'The University of California piaces less sig-
nificance on salarr comparisons with non-
scademic emplovment than the Coordinating
Council on Eigher Education and the Cali-
fornia State Colieges.

d. Salary increases have been proposed on the
basis of differentiais between total compensa-
tion (salaries plus #ringe benziits) in com-
parable institations.

e. Both the University and the California State
College have tendsd t» relate the size of
proposed salary increas:s to how mueh of an
increase wouid be necr sary to return to &
specific competitiv o . ion whieh existed in
1957-58 and which anusoally advan.
tageous.

. Salary crmparisons oivc frequently been
made to various levels of teaching including
elementary, high school, and junior college
salaries.

g. Methods of salary -comparisons with other
institutions have varied from year to vear in
reports prepared oy the state colleges.

2 Recommendations

2. We recommend that proposed faculty sala—~
increases distinguist between: (1) increases
necessary t0 maintain the current comped-
tive position and (”) inereases to improve
the cmrrent competizive pesition.

(1) Proposed increases to maintain the exist-
ing comr ve position should be equiv-
alent projection of the average
salary r «tionship between the Univer-
sity, or state colleges. and comparadle
institutions during the current E£scal
vear to the next fiseal year. We recom-
mend that this projec.ion be based on a
projection of actual salary incresses by
rank in comnarable institutions during
the past five years, permitting statistical
adjustments for uzusual circumstances.
Thus the proposed increase to maintain
the existing competitive position wouid.
in effect. be equal to the average of an-
nual salary increages in comparable
institutions duving the past fve years. A
record of the accuracT of projecuons
should be maintainsd in az appendix.

2) Recommendations to improve the cur-
rent competitive positions snoulé be re-
lated to the additionai advaztages to be
de=ived.

L It is also recommended that the Culiformia
State College Trustees seiect a list of com.




parable institutions within the next year and

<hat agreements be negotiated o exchange

salary data iy a form whica will {3cilitate
comparisons. A list of the criteria nsed to
select comparable institutions, plus charac-
teristics of the instirutions selected. snould
be inciuded in next rear’s report.

¢. Specific proposals Zor salary increases should
be accompanied by :omparisons of current
salary amounts and aistorie crends to com-
parable institutions. The Jollowing general
principles are considered to be {mportant:

(1) Salary data should be separated Irom
fringe beneflt and-special benefit data
for purposes of reporting salary com-
parisons.

72) A consister? form should be used from
year to year to present salary data. A
suggested form might be to illustrate a
fve-vear historic trend in average sal.
aries by using a line graph for each
rank. An alternative might be a table
which simply shows whers California
ranked among comparable institutions
during the past five years.

The current salary position might hest
be illustrated by shuwing a list of aver.
age salaries of the California inscitutions
and the other comparable institutions
from the highsst to the lowest average,
by rank. for the last actual and current
vears. This will show the relative posi-
don of the California inscitution for the
last actual and curreat years, as weil as
the range of gverages. Srequency distri.
butions of facuity by rank or professor
should be incorporated in an appendiz
and any significant limitations in the
use of averages between ihose particular
lastitutions in a givea year should De
noted. For example, an unusual propor.
tion of faculty in the high ranics or the
low ranis would affsct the comparability
of the arithmetic means.

(3) Special data to illnstrate a particuiar
problem n any given vear would be
anprop ‘ate as long as it supplements,
rather than replaces, basic salary data.

d. Finally, it is recommended that salary data
be reported in 2 Zorm by rank which cormpen-
sates for differsnces in facuity distribudons.

C. Fringe 3enefits

1. Findings

a. Ths defnition of ’:icgs hemedts gemeraily
inciudes benedts av..able to all facuity that
hive a dollar cost to the arployer. Senedts

and services in ikind are considersd to Ye
fringe benefits only if a cash payment option
is avaiizble. Retiremen: and heaith insur-
ance, by dednition, are the omiy t~o pro-
grams considersd as rringe benesnts by che
Coiversity of California and the Califormia
State Colleges.

b. Comparisons of Iringe benedts, when com-
parisons have been made at all, have gener-
ally been limited to the dollar contribution
by the amployer and have not included any
analysis ot the quality of the bened .. to che
employes.

2. Recommendations

a. It is recommended that fringe Yenedit com.
parisons of type of benedt be incinded in
facuity salary reports, buc compared sepa.
sately from salaries. Such comparisons shomud
include an analysis of the quality of the
begefits as weil as the dollar cost to the
empioyer.

b. Proposals to increase specidc fringe benefits
shouid be made separately irom salaries, in-.
cluding separats cost estumates.

. Comments

Separate proposais for incresses in salaries and
{zringe henedts should be made to minimize mis.
understanding about compercitive positions. Far
sxampie, information submitted to the 1963
Legisiatare by the Cniversity of California, in
support of a provosed salary increass for 1263-
64, compared total comperiation data /salaries
plus fringe benedts) rather than saiaries alone.
This report stated in part: ‘‘In comparing sal-
aries. Iringe benedts must be taken into ac.
count. Salary comparisons between the Univer.
sity and other institutions based on salary zlone
look far more favorable than comparisons of
salars s plus benefits.’’ The least Zavorab’s com.
parison was with Zringe bhenedts. uut salaries,
thus the report recommanded a salary increase
largeiy on the beeis of a difersnce in Zringe
benedts. A ‘hough it is feit that comparisous of
total comprasation are appropriate inclasions in
a facuity salary report, such data should only
be in addition to rather than in place oz sepa-.
rate analyses of the current competitive position
in salaries and ‘ringe benedts.

0. Totai Campensation
1. Findings

a. Total compensation data consists of average
salaries plus 2 dollar amount representing
the smployer’s cost of iinge benedis.

b. The Coordinating Coureil Zor Higher Zda-
cation, the University of California and the
Caiifornia State Colleges have in the past all
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used total compensation data prepared and
published by the American Association of
University Professors in their respective
faculty salary reports.
2. Recommendations
We recommend that total compensation data, as
reported by the American Association of Tmi-
versity Professors, be inciuded in faculty salary
reports as a supplement to separate salary and
fringe benefit information.
E. Specicl Privileges and Benefits
1 Findings
There are other facuity privileges and economic
benefits which are not classified as fringe beme-
fits because they may not be available to all
faculty or fit the definition of a fringe benefit
in some other respect. Examples at the Univer.
sity of California include up tw one-half the
cost of moving expenses, vacstions for 11-month
appointees, the waiving of nonresident tuition
for facuity children, sabbatical Jesves with par,
and other special and sick leaves with or with.
out pay.
Recomumandations
It is recommended that a list of special privi-
leges and benefits be defined and summaries of
related policies be inciunded in a special seetion
in future facuity salary reports so that the

§2

nia than i other areas of the nation. For
example, 51 percent of the jederal research
defense contracts were concentrated in Cali-
fornis during 1963-64.

¢. The University of California has general pol-
icies designed to insure that outside activities
do not interfere with University responsibili-
ties. I# outside activities interfere with Tai.
versity responsibilities, the facul.y member
generally must take a leave of absence with.
out pay until such outside activities ave com-
pleted. These and other related University
policies were praised in a 1956 Carnegie-
financed stady titled Unmiversity Facully
Compensation Policies and Practices.

d. The Coordinating Couneil for Higher Edu.-
cation submitted excerpts from nationwide
studies relsting to the magnitude of outside
sctivities. We have no way of determining
how the data may relats to Califormia, but if
the figures are ressonable, then it appears
that probably a large percentage of faculty
have at least ome source of extra income.
Sources of income were reported are follows:

Per. mt of facuity
edditionsl

arnwmy
Source INCOME frem source

Legislatare will be aware of what these privi-  Lectusias g"’

: General writing
leges and benefits inelude. s i g o
3. Cmgna Government consuicing 1S
The expansion or establishment of some of these Textbook wrmting 13
special privileges and benefits could improve  Frivate consuldisg 12

nmn‘ saccess than a:pandxtnra Public sernice sad f{oundation consultinge —eee. O
more the of Other professional activities 12

companble amounts in salaries. For example, Sowrce: Cmivermty Pacv’ty Compensstion Polictes and_Pracnces
moving expenses are not currently offered by ™ the . S, Assoation of Amencas Coiversicies, Tatveraicy

the state colleges but some allowance might
make the difsrence of whether a voung candi-
date from the East could accept an appoint.
ment, If this type of benedlt is proposed. it must
incinde adequate conrrols.

e. The Thnited State Office of Edacadon has
just compieted a nationwide sampie survey
of outside earnings of college facuitr Ior
1961-62. Although dacta has not been pub-
lished vet, specisl permission has been re.

F. Supplemenrary income ceived to report the following results which
L Findings are quoted from a lecter sent to the Legis-
a. The multiple loyalties creatad by permitting latzve Analyst on December 3. 1964 from tae
facuity to supplement their salaries by ear=- staf® of the California State College Trustees:

ing estra income from various sources within
and outside his college or University is rec. QUTSIDE EARNINGS OF TIACHING FACULTY ON
of higher education throughout the Thnited The T. S. Office of Ecucation has just completed a
States. nationswide survev of outside earnings by a sampiing
0. There apparentiy are proportionateiv more of all college faculty nationwide for i961.-52, The re.
private consulting opportunities in Califor. suits are as Zollows:
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dverage
Dercent rermsng:
All mith outmde eurnings. 4 $2.200
Summer teaching 4+ 1.300
Other summer empioyment u 1.300
Other teachung 13 900
Rovaities S 1.200
Speecies 92 200
Consultant fees 1 1.300
Retirenrent :individoals wio have retired woo
tench eisewhere after reciring) e e 1 3.400
Resenrch 0 1,500
ther professionai earnines. . ______ 10 1.200
Non-profewsional earnings 0§ 700

The Lighest average earmings br teacaing Jeld and
the percentage with outside earnings are:

Adverege

DPercent earwings

Law (which we do noc bave) 8 335300
eeTInG ] 3200
Basiness and Commerce. 3 2.909)
Physical Sciences ¥ 2900
Agmicuiture e 2800
Psychoiogy 85 2700

In light of the Joint Commirtee discussion vou might
be interested in the following:

dverege

Feroent esrmngs

Social Sciences + $1.900
Flne aArts ™ 1.600
Philosopay T4 1.500
Religion sad T)eciogs. 3 2200

Recommendarioas
. We recommend that the Coordinating Coun-
cil for Higher Edueation, the Tniversity of
California and the California Stata Colleges
cooperaie in determining the extent to which
faculty members participate ‘n estra activi-
ties t0 supplement their nine-month saiarie:
including information as to ~when extra ac.
tvites are usually performed (such as vaca.
sions. ete.;. Such acrivities would incinde.
but not be limited to, leeturing, general writ-
ing. summer ang estension teaching, govern-
ment cousulting. textbook writing, private
consulting, public service acd foundawon
consulting. azd other professional activities.
12 such a study suggests that the magnirude
of these activities is such that the perform.
ance of normal Univereiry and state college
responsibilities are perhaps beinz adrersely
aected. then consideration shouid be ziven

10 the possibility of maintaining more com-
plete and meaning?ul records. Such records
would aid admimistrative ofieials and aca-
demic senates wien reviewing recommenda-
tions for promotions and salary increases
and provide summary data for reporting to
the Legisiature on these significant facnity
welfare 1tems. Next vear’s faculty salary re-
port of the Coordinating Council for Higher
Education suould incorporate the resuits of
this study.

b. We aiso recommend that esisting state coi-
lege policies and enforcement practices re-
garding extra emplovment be reviewed and
a

e¢. Finally, it is recommended that facuity sal.
ary reports keep the Legislature informed
about policies and practices relating to extra
employment.

3. Commeats

In our opinion. it would seem that 2ay extra
emplorment would afect the quality of per.
formance 1 Upiversity responsibilities since
faculty survevs indicate that the average Zac-
ulty woricveek is 34 hours. The time spent o~
sctivities Jor extra compensation (excen: dur-
g the summer) would be on top of waat the
faculty bas defined as their average worktrsek.
Becanse, in some instonces, it is difeult to de-
ternune whether a given income-producing ae-
tivity, suek as writing a book. is comsidered a
ncrmal Tmversity responsibilit; or an extra
activicy, distinetions between normal and extsa
activities need to he more cleariy defined.

Much of the outside compensation reeeived
by facultr comes in the form of rrants made
directly to the Zfaculty member carher than
through che Universit: or collesss. There is no
regular reporting of these grants or the per-
sonal compensation which they provide to fac-
vity. and the colleges and Triversity do not
consider the reporting of suci: ineome to be
feasible. It mav be desirable %o encourage :the
Congress to direet that greater number of
grants made by Cnited States agencies for re.
search be made directlr to academic insticu-
rions.
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UNIVERSITY OF CALIFORNIA

BERKELEY * DAVIS * [RVINE * LOS ANGELES - RIVERSIDE + SAN DIEGO °* SAN FRANCISCO

DAVID PIERPONT GARDMER OFFICE OF THE PRESIDENT
President '
rest BERKELEY. CALIFORNIA 94720

WILLIAM R FRAZER
Senior \ ice President— AUQUSt 23 ! 1985

Academsc \ffaurs

Director Patrick M. Callan

California Postsecondary Education Commission
1020 Twelfth Street

Sacramento, CA 95814

Dear Pat:

As you know in Supplemen*al Language to the 1984-85 State Budget the
Legisiature directed as follows:

"4, Retirement System Data. The University of California (UC) and the
California “tate University (CSU) are directed to request from their
faculty comparison group universities the following data on retirement
benefits in addition to data currently coliacted: '

° Of the average amount identified for fringe benefits, the average
dollar arount related to contribution for retirement.

° The average contribution needed to fund the 'normal costs' of the
retirement system.

-]

The average employee contribution to the retirement system.

The California Postsecondary Education Commission (CPEC) is directed to
include in its Annual Report on Faculty and Administrator Salaries a
table that compares the normal costs less the employee contribution of
the UC and CSU retirement systems and the same data for their respective
comparison university groups. The CPEC report shall aiso include data on
the percentage of reported fringe benefits that are related to retirement
for UC, CSU, and their respective comparison groups."

"It is further the intent of the Legislature that UC and CSU attempt to
collect and provide information on actual henefits in addition to
reported cost data for their comparison institutions."

I am enclosing the Towers, Perrin, Forster & Crosby (TPF&C) report which
responds to the questions directed to the Postsecondary Education Commission
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and to the three questions directad t the University (and the CSU).

The comments below provide additional information which should clarify our
response to these questions.

Question 1

Question 2

Question 3

"0f the average amount identified for fringe benefits. the
average dollar amount related to the contribution for
retirement."

We have prepared this answer utilizing the salary data and
percent contribution for retirement reported by the
comparison eight.

"The average contribution needed to fund the 'normal cost'
of the retirement system."

Total cost for a defined contribution plan is the normal
cost of the plan. Another plan's normal cost would be
equal +3 that for the University of California if
demographics were the same. Total cost for a defired
benefit plan is the normal cost plus the amortization for
past service liability. Past service liability is
determined on a plan's demographics, actuarial .
assumptions, cost methods and prior business decision,
e.g., expected and actual investment results and funding
objectives. Consequently, the total cost for a defined
benefit plan reflects multiple variables.

¢ calculated normal cost for the Comparison Eight
ut.112ing our faculty demographics, our costing method and
our actuarial assumptions for each of the plans.
Therefore, the numbers listed as “normal costs" represent
a calculated number for comparison only, and may not
represent the normal costs as reported by each of these
plans. Our normal cost was determined utilizing our
faculty population only, and not our total population.
The faculty's higher compensation, higher age at entry
into the plan and greater likelihood of receiving plan
benefits contribute to a higher cost. Consequently, our
normal cost in this report is greater than the previous
reports prepared by our actuaries.

"The average contribution to the retirement system."

Qur consultant, TPF&C, utilized the same methodology as
reported in Question 2.

We nope this response will prove useful. If there are any questions on this
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report please call me at (ATSS) 582-2626, or (415) 642-2626.

Very truly yours,

(é.LN, ( Z C b~
. rd
l Calvin C. Moowe
Assistant Vice President--
Academic Personnel and Planning

Attachment

cc: Senior Vice President Frazer
Associate Vice President Albertson (w/o att.)
Assistant Vice President Hershman
Directcr Condren (w/o att.)
Coordinator Stark (w/o att.)
Mr. Stan Lena, Department of Finance
Mr. Stuart Marshall, Legislative Analyst's Office
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BACKGROUND

The University of California (UC) provides faculty salaries :ad
the value of fringe benefits for an annual report of the
California Postsecondary Education Commission (CPEC). 1In connec-
tion with the 1984-85 report:

"The California Postsecondary Education Commission (CPEC) is
directed to include in its Annual Report on Faculty and
Administrator Salaries a table that compares the normal costs
less the employee contribution of the UC and CSU retirement
systems and the same data for their respective comparison
university groups."”

Normal costs have been determined using the actuarial cost method
and assumptions approved by The Regents for 1984-85 University c*¢
California Retirement System (UCRS) normal costs (Table 85-3).
The normal costs for defined benefit plans (UC, Illinois and
Wisconsin) include a provision for administrative expense of 0.3%
of covered compensation. The charge for administrz:ive expense
is included in the basic contribution rate of the other defined
contribution plans. To neutralize different demographic charac-
teristics of comparison institutions, the normal cost of each
institutions's retirement plan was determined as though the plan
applied to UCRS faculty members. Faculty members are restricted
to those who have teaching responsibility, as defined by the
title codes shown in Table 85-1. A summary of the number and
1984-85 expected salaries of these faculty members is displayed
on an age/service matrix in Table 85-2. This data was extracted
from the UCRS active member system as of April 1, 1984.

The institutiéns involved in the comparison are:

Cornell Stanford

Harvard State University of New York (SUNY)
Illinois Wisconsin

Michigan Yale

The faculty retirement plan of each institution was used for the
comparison. These plans are summarized in Table 85-4. The
TIAA-CREF plan was used for SUNY since we understand that 90% of
the faculty belong to this plan.

Participants are fully covered by Social Security except at UC
and Illinois. UC participants are covered by Social Security if
they were hired after March 31, 1976 or if they elected to be
Covered. 1Illinois participants are not covered by Social
Security. The expected Social Security taxes for old age, disa-
bility and surviver benefits, pavable during the 1984-85 fiscal
year are shown for each institution so this can be factored into
the total contribution picture.

-1 -4y
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NORMAL COST RESULTS

The normal cost is the total cost of a plan allocated to the
1984-85 year under the entry age actuarial cost method. Each

university's normal cost is the total

bers' contributions.

Californi

Cornell
Harva:rd
Illinois
Michigan
Stanford
SUNY
Wisconsin

Yale

Notes: (1)

(2)

SOCIAL SECURI

normal cost minus the mem-

Normal Cost as Percent of Covered Compensation

‘Total

a 14.3%

10.0
11.0
23.3¢
15.0
15.0
13.9
8.2
14.3

(1)

1)

1)

Member

3.5%

0.6

0.0%2}

3.9

University
(1)

10.8%

10.0
11.0
10.0
10.0
13.3

g .t +)

10.4

Includes administrative expense of 0.3%.

Wisconsin designates part of its contribution (5.0%
of pay) as member contribution, to be paid to the
member at termination or upon death.

TY TAXES

Expacted old age, survivors and disabiiity taxes for the 1984-85
plan year are 5.7% of Social Security covered wages. The insti-
tution and the covered employee both pay the same tax. The

following is the institution's tax

compensation,

Californi
Illinois

All Other

as a percent of total covered

Taxes as Percent of Covered Compensation

a

S

2.5%

0.9

4.6

T Neens prase o
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N

1100
1103
1104
1110
1130
1143
1144
1145

1200
1203
1210
1230
1243
1244
1245

1300
1301
1303
1307
1310
1317
1330
1343
1344
1345
1977
1978
1979

1400
1403
1410

TABLE 86-1

TITLE CODES USED IN THE
CPEC FACULTY SALARY REPORT

Professor - 9 months
Professor - 9 months - 1/9 pnayment
University Professor

Professor - 11 months

Professor - 10 months

Professor - 9 months - Business/Engineering

Professor - 11 months - Business/Engineering

Professor - 9 months -~ 1/9 payment - Business/Engineering

Associate Professor - 9 rmonths
Associate Professor - 9 months - 1/9 payment
Associate Professor - 1l months
Associate Professor - 10 months

Associate Professor
Associate Professor
Associate Professor

9 months - Business/Engineering
11 months - Business/Engineering
9 months - 1/9 payment -.Bus/Eng.

Assistant Professor - 9 months

Acting Assistant Professor - 9 months - 1/9 payment

Asistant Professor - 9 months - 1/9 payment

Acting Assistant Professor - 9 months

Assistant Professor - 1l months

Acting Assistant Professor - 11 months

Assistant Professor - 10 months

Assistant Professor - 9 months - Business/Engineering
Assistant Professor - 11 months - Business/Zngineering
Assistant Professor - 9 montas - 1/9 payment - Bus/Eng.
Acting Assistant Professor - 9 months - Business/Engineering
Acting Assistant Frofessor - 11 months - Business/Engineering
Acting Assistant Professor - 9 months - 1/9 payment - Bus/Eng.

Instructor - 9 months
Instructor - 9 months - 1/9 payment
Instructor - 11 months
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UNIVERSITY OF CALIFORNIA CPEC COMPARISON

SUMMARY CF ACTUARIAL METHODS AND ASSUMPTIONS
AS OF JULY 1, 1984
_(APPROVED BY THE REGENTS IN OCTOBRER 1983)

A. ACTUARTAL METHODS

1. Calculation of Normal cost and Actuarial Accrued liability: The method used

to determine the normal cost and actuarial accrued liability was a
combination of the Entry Age Actuarial Cost Method described below.

Entry Age Actuarial Cost Method

Projected retirement benefits payable at the assumed retirement ages and
projected benefits payable in the event of the preretirement death or
disability of eligible members were determined for all active members.

Cost factors designed to produce anmual costs as a constant percentage of
eachneuﬂae:'sexpectedpayineachyearfrmtheassmedentryagetothe
assumed retirement ages were applied to the projected benefits to determine
the normal cost (the portion of the total cost of the pla:a allocated to the
current year under the method). The actuarial assumptiors shown below for
normal cost and actuarial accrued liability were used in determining the
projected benefits and cost factors. The actuarial accrued liability for
active members (the portion of the total cost of the plan allocated to prior
years under the method) was determined as the excess of the actuarial

present value of projected pension benefits over the actuarial present value
of future normal costs.

The actuarial accrued liability for retired and disabled members and their
beneficiaries currently receiving benefits and terminated vested inactive
meabers not yet receiving benefits was determined as the actuarial present

value of the benefits expected to be paid. Mo normal costs are now payable
in respect of these members.

The rormal cost was reduced by the actuarial present value of member
contributions expected to be paid during the fiscal year.
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University of California
CPEC Camparison

TABLE 85-3
{contin.ed)

B. ACTUARTAL ASSUMPTIONS

Normal Cost
and Actuarial Accruei Liability

Investment return

8% per year,

Salary increases

Rates which vary by attained age
(Exhibit C).

Sccial Security bencfits
Benefits payable at age 65 under
the law in effect on July 1, 1983

and assumiprt f£_ture averuge wages
increase ar 7% per year and cost of

living increases at 6% per vear
(Exhibit K).

Mortality for non-diszbled members
1971 TPF&C Forecast (Exhibit A).
Member terminztion

Rates vhich vary by employment
classification, age and duration of
service as set forth in “xhibit B-l.

Retirement incidence

Rates which vary by employment
classification as set forth in
Exhibit L-1.

Disakl. -ent

Rates developed fram the Society of
Actuaries study ¢ nciderce of
disablement for rurporate long~tarm
disability plan from 1966 tc 1970
(Exhibit D).

Actuarial Present Value of
Accumulated Plan Benefits

8% per year.

Rates which vary by attained age,
applied to estimate past salary
(Exhibit Q).

Benefits payable at age 65 under
the law in effect on July 1, 1983
(Exhibi . K).

1971 TPF&C Forscast (Exhibit A).

Rates wh.~h vary by employment
classification, age ard duration of
service as set forth in Exhibit B-1.

Rates which vary by emloyme:.=
classification as set forth 1n
Exhibit L-1.

Rates developed from the Society of
Actuaries study of incidence of
disablement for corporate long-term
disability .lans from 1966 to 1970
(Exhibit D).
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University of California
CPEC Camparison

1C.

14,

15.

Normal Cost
and Actuarial Accrued Liability

Mortality ror diszbled meslers

1965 Railroad Retirement Board
disabled annuitants mortality
table - ultimate (Exhibit E).

Remarriage

1962 Railrcad Retirement Board
remarriage table - ultimmate
(Exhibit F). No remarriage for
spouses older than age 59.

TABLE 85-3
(continued)

Actuarial Present Value of
Accurulated Plan Benefits

1965 Railroad Retirement Board
disabled annuitants mortality
table - ultimate (Exhibit E).

1962 Railroad Retirement Board
remarriage table - ult ‘mate
(Exhibit F). no remar 'iage for
spouses older than age 59.

"woportion of active members who are married

Rates as detailed in Exhibits G
and H. It is assumec! that wives
are three years younger than

Rates as detailea in Exhibits G
and B. It is assumed that wives
are three years younger than
husbands

Number of dependents of married members

Number as detailed in Exhibits I
ard J.

Entry ag2 for funding

Ace on birthday nearest July 1
following employment.

. Administrative expenses

None included.

Future servive for part-time
employees who are mem_ers

Menber will bercme full-tine
for all future years.

Number as detailed in Exhibits I

armd J.

N/A

No charge against the Trust Fund.

N/A

Probapility of electing a refund on termination of employment

Rates which vary by age and
service as set forth in
Exhibit M.

Rates which vary by age and
service as set forth in
Exhibit M.
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Appendix F

Faculty Income Maintainance Programs
In the California State University
and the
Comparison Institutions

A Report Prepared for the California
Fostsecondary Education
Commission

by *he
Ofiice of the Chancellor-
The California State University

August 1985
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Introduction

This report reviews ..inge benefits provided to faculty in The
California State University during the 1984-85 academic year in relation
to the benefits provided at 16 "comparison” universities that sLbmitted
faculty salary data to.the Chancellor's Office in the Spring of 1985.

The report is prepared in response to the Legislature's request that
the California Postsecondary Education Commission collect additional
infiormation regarding faculty fringe benefits in the University of
California and the CSU and their respective comparisan institutions.

The primary focus of the report is on the various income maintainance
programs established for faculty: retirement, life insurance, disability
income protecticri, and social security. A brief summary of tuition
benefits at the comiparison institutions is also appended.

In consultation with staff of the Postseconday Education
Commission, the report omiis comparison of heaith related benefits. The
CSU offers some 25 different health benefit plans arid the comparison
institutions also offer numerous plans. Data obtained i prior surveys
indicate that CSU expenditures for health benetits are significantly above
those of other institutions across the country. It appears, however, that
this cost difference reflects the higher cost of medical and hospital
services in California than in the rest of the nation.

Also omitted from the report are provisions of workmen's
compensation ang uzemplcyment insurance for which facuity are eligible.
For the most part, full-time faculty are enly remotely affected by these
programs.




Summary of Findings

. The faculty income maintainance programs available to CSU faculty
(Social Security, retirement, death benefits and disability protection
are commonly found among the comparison institutions.

. The retirement benefits obtained by CSU faculty who retire directly
from C~'J employment are competitive with those provided by the
comparison instititutions with similar retirement plans.

. The (gtirement benefits accrued by younger "SU faculty whose careers
will take them to other higher education instit stions are not

competitive with those accruing to faculty at ‘nstitutions that

participate in defined contribution plans suct. as TIAA.

. The cost of the CSU retirement plan is not reacily comparable to that in
other instititutions of higher education. The cost of similar retirement
plans at other universities, as reported in faculty compensation
surveys, bears little relation to the "normal” cost of these plans.

. The average contribution made by faculty in the comparison
institutions for their retirement benefits is 5.29% of salary. The
contribution rate for CSU faculty is 5%.

. The life insurance and survivors' benefits provided to tenured CSU
faculty prior to the mininum retirement age are less than those found
in the comparison group.

. The disability income protection available to CSU faculty is belcw the
average found in the compariscon institutions.

. Half of the comparison institutions provide tuition remission benefits
to faculty spouses and dependent children.
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Social Security

After retirement plan expenses, Social Security taxes are the
largest fringe benefit expense incurred by the CSU and the 16 comparison
institutions  All but two of these institutions participate in Social
Security. In addition, one of the participating universities incurs a much
higher cost than the others because it pays nearly half of the taxes
normaily paid by employees. Overall, CSU expenses are very similar to
those incurred by the entire comparison group. In 1984-85, CSU
expenses averaged 5.82% of salary expenditures (for full-time facuity)
while the average for the comparison group was 5.88%.

As Social Security benefits are determined by Federal law, benefits
available to CSU faculty are identical to those for faculty at other
participating universides, with the one exception where the university
pays part of the faculty member's OASDI taxes.
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Retirement

Faculty in the 16 comparison institutions are provided retirement
benefits through a variety of different plans. (See table #1) The vast
majority participate in "defined contribution" or money purchase plans
associated with the Teachers Insurance and Annuity Association
(TIAA-CREF). Eleven of the 16 universities offer TIAA retirement benefits.
At seven campuses, TIAA was the basic plan available to facully; at four
other institutions TIAA was a major option to the state teacher or public
employee retirement system, an option chosen by a majority of faculty.

At the five remaining institutions, faculty participate in public
employee or state teacher retirement systems that are "defined benefit"
plans. Two of the five have significant meney purchase options similar to
TIAA. The other three have plans analagous to the California Public
Employees Retirement System (PERS). None of the coimparison institutions
operates its own retirement system.

The provisions for participation in TIAA at the eleven universities are
shown on table #2 and the level of contribution by the faculty and the
universities are shown on table #3. As a rule, university contributions to
TIAA begin upon appointment, though two universities make no contributions
until a faculty member's second year.

Universities participating in TIAA contribute, on the average, 8.4% of
their faculty salary expenditures to fund annuity accounts owned by the
faculty. The latter's average contributions is 5.6% of salary. As a resuit,
approximately 14% of salary are accumulated each year toward retirement
of the faculty in these institutions. After a very short time (in most cases
immediately) these contributions and the interest earned thereon are
irrevocably the property of the faculty member.

These growing balances, however, are not accessible to fa-ulty except
in the form of annuities beginning at age 55 or later. The longer these
balances accumulate and the older the faculty is on retirement the larger
his or her monthly annuity can be. At retirsment, the annuities payabie are
materially affected by the rate of interest then prevailing, as well as for
the preceding intervening years.

©
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The increasing value of TIAA accounts occurs regardless of where a
person is employed. The immediate vesting of employer contributions and
extensive portability of TIAA appear to be major reasons why most faculty
with the option to choose between a defined benefit plan or TIAA choose the
latter. This choice occurs even when it resuits in reduced take home pay, as
in the case of two of the four universities with that alternative.

With regard to defined benefit plans, their operations are generally
more complex than money purchase plans. Table #4 presents the basic
payout formula of the various plans in terrns of the percentage facto:
applied to final salary and the age at which the factor is reached. It also
shows the time required for the retirement benefit to vest including the
earliest age at which the retirement benefit becomes fully vested.

Overall, it is evident that the CSU/PERS retirement benefits are equal
to or superior to the benefits provided by the five other defined benefit
plans. Table #5 lists certain provisions in the different plans that alter
their relative value under particular circumstantces. The special
attributes of the other plans are their greater portability, possible through
money purchase options and the right to receive credit for public
employment or teaching in jurisdictions outside the state's boundaries. The
main attribute of California’s plan is the high payout ratio (2.4%) at age 63.

In conclusion, the retirement plan available to CSU faculty appears
well suited to older faculty who intend to remain at the CSU till retirement.
For younger faculty who can expect to move to other institutions, the CSU
retirement plan is probably of far less value than any of the defined
contribution plans and at least two of the defined benefit plans, in other
words than 13 of the 16 comparison institutions.

#A#n#

It was not possible for the CSU to establish a common "employer
normal” cost for the various retirement plans. For the definea gontribution
plans, the resptective rates of contribution determines their normal cost.
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=or the defined benefit plans, however, the computations of normal
cost depend upon a number of assumptions. The principal assumptions,
regarding the rate of return on investments (interest rate) and the rate of
growth in salaries, made by each plan in determining the normal cost are
shown on table #6. The table also shows employee contribution rates and
the rates which participating agencies are charged.

It is evident from table #6 that the assumptions used by PERS are a
significant factor raising the normal cost determination. The anticipated
payroll increase of 8% is much higher than the assumptions used by the
other retirement systems. This is not a criticism of the PERS assumptions
which undoubtedly are based upon the best judgement of its actuaries. But
an indication that the normal cost values shown on the table are derived
very differently.

Table #6 also indicates that the expenses reported by the various
universities for retirement bear no practical relationship to the normal cost
of their plans. This is true of the CSU and the five other universities with
defined benefit retirement plans.

Finally, the average employee contribution to retirement benefits was
5.56% fc ' faculty at institutions with TIAA and 4.77% for facuity at
campuses with defined benefit plans. The overall average was 5.29% of
sary. The contribution rate of CSU faculty is 5%.
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A
B
C
2
E
F
G
H
I

J
K
L
M
N
0
P

Table 1

Types of Retirement Plans Avaiiable in CSU and
Comparison Institutions in 1984-85

Defined Defined
Contribution Benefit

X XXX

X XXX X XX

X Money purchase option
X
X
X
X
X
X
X

Money purchase option
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Table 2
Provisions of Defined Contribution
Retirement Plans in CSU Comparison Institutions
University Contributions
University  Begqin_ Vest End
A On appointment 5 years Retirement
B On appointment Immediately "
C After one year Immediately 68
E After one year Immediately 65
H On appointment Immediately Retirement
l On appointment 5 years] "
J On appointment After one year "
K Cn appoiniment Immediately "
L On appointment Immediately "
M On appointment Immediately 65
0 After two years Immediately Retirement

1. University contributions revert to State Retirement system if facuity
separates within five years and does not go to another employer with
TIAA.

ERIC
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Table 3
University contributions to income maintaince programs
Defined Contribution plans
Retirement Life Disability Total
Ins. Insurance Univ.
| Fac.  Univ. Univ. Univ.

’ A 7.0% 7.0% 0.05% 0.37% 7.42%
8 5.0 7.5 0.73 0.47 8.70
C 5-6.02  1J.0 0.46 0.43 10.89
E 57.00 5700 0.4 0.71 5.75
H 8.0 8.0 - - 8.00
| 6.0 6.0 - - 6.00
J 5.0 8.0 0.82 0.18 $.00
K 0-3.0¢ 9-15.0¢ - 0.18 14.38
L 6.85 8.5 - - 8.50
M 5.0 9.5 0.40 n/a 9.90
O 5.0 10.0 0.22 0.82 11.04
Weightedave. 56%  841% 0.19% 0.24% 8.85%
a. Faculty have the option of contributing at either S or 6% rate.

b. Contributions on salary below OASDI maximum are at £%, those above
are at 7%.

c. Faculty hired since 1976 contribute at 3% rate; University
contributions are 9% on salary to $16,900 then 12%. Other faculty have
no mandatory contributions, while university's are 12% and 15%.
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Table 4

Provisions in Defined Benefit Ret -ement
Plans in CSU and Comparison Institutions, 1584-85

Formula Vesting Early Retirement and
Period Salary Reduction
CSU/PERS 2% at 60 Syrs.

50 yrs. 0.25-0.5%/mo.

F 2% at 62 10 yrs. €3 yrs. 0.25%/mo.

G 1-1.5% at 65 10 yrs.# 55 yrs. 3.25-0.5%/mo.
D 2% at 65 Eyrs. 55 yrs. 0.5%/me.

N 1.65% at 65 Syrs. 55 yrs. 0.5%/mo.

P 1.6% at 65 Inimediate 55 yrs. 0.4%/mo.

Parameters in Aliernative Plans

A 2% at 65 Syrs.# 50 yrs. 0.25-0.59«/mo.
K 1.67-2%at62 10 yrs. 55 yrs. 0.25-0.5%/ma.
l 1.57% at 65 Syrs. S0 yrs. 0.25%/mo.

L 2% at 65 10 yrs. 55 yrs. 0.5%/mo.

# Faculty age 65 or over m-.y retire with cne year's service.
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Table 5

Sperial Considerations Affecting Defined Benefit Plans

CaU Benefit percentage rises to 2.4% at age 63

F Credit for out of state public service or teaching can be
purchased; with 30 yrs. service 2% applies regardless

age.

G Deferred annuities rise 3%f/yr. until retirer.:ant.

D Money purchase option matches employee contributions
and interest; out of state credit purchasable.

N -

2 Money purchase option maiches employee contributions -
and interest

Alternative Plans

A 2% applies at 60 with 25 yrs.; at 62 w/10 yrs.

K Bencfits vary extensively depending upon particular
date of entry into retirement plan

! Out of state credit purchasable; w/30 yrs. 1.57% factor
applies regardless of age.

L Out of state cre-lit purchasable; w/20 yrs. 2% factor

applies reqarless cf age.
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Table 6

Assumptions and Normal Cost Values Revorted
By Deiinea Benefit Retirement Plaris

Interest Payroll "Normal® Employee Employer Agencies

Rate increase Cost Contrib. Normal Charged

CSUPERS

Weighed
Average

8.5% 8.0% 18.3% 5.0% 10.3% 17.6%

7.0 8.5 12.1 6.0 6.1 13.2

8.0 6.5 8.3 4.5 3.8 9.0

7.5 5.25 14.2 8.75 5.5 14.0

6.5 4.0 8.2 5.0 3.2 11.8

7.5 6.0 10.4 0 10.4 11.3
4.77%




Appendix G

EXHIBIT A
UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM

ANNUAL RATES OF MORTALITY

ANNUAL ANNUAL ANNUAL AquAL
* MaALE KaTE OF MALE ATE OF MALE RATE OF MALE RATE OF
AGE MORTALITY AGE MORTALITY AGE MORTALITY AGE MORTALLITY
[ X X X J (L X XX XX X X X X X'} So00000ee L X X X J (L XXX XN XY ) L X X X ) %9000 %0e
10 «000406 35S «001168 60 «013216 8s «130743
11 «000s13 36 «Q01253 51 e0]14452 86 «140002
12 «000s822 37 «Q01348 62 «015773 a7 e 149447
13 «000430 38 «0Q01la5s 63 «017202 88 e 159267
1s «000439 39 «001571 64 018935 89 «156954]
15 «00Q06S51 40 «001700 65 « 020982 90 «1803137
16 «000662 a] «001862 66 «02387S 91 el91428
17 «000-76 2 «002082 67 «0206287 92 «202675
18 «000490 43 «002352 68 «029332 %3 «215006
19 «000505 Lé «002674 69 2032595 Sé4 «229718
20 «000524 Y- «eN030s1] 70 «036284 %S «e2605661
21 «000543 b «003453 71 « 040205 96 «e262162
22 « 000566 “7 «003907 . 72 eJ4aQ4] 97 «280078
23 «000549 o3 «004400 73 e 067723 9a «e2996€03
Qb6 «000615 49 «004933 Te e0%147s 99 «320625
25 « 0006464 $9 « 005501 75 « 055566 100 «e3436462
26 «000676 S1 «006106 76 « 060364 lol «368879
27 «000712 =34 20067a0s 77 e *A6249 102 «356582
28 - ,0007s1 S3 «0074138 78 e 072953 103 «e28983
29 « 000794 Sé «008124 79 «0R008S 104 «6683%9
30 «000842 55 «008866 80 «08786¢ 105 «e51702S
31 «000895 Sé6 « 009577 81 « 095916 106 eS7T7334
32 «000953 S7 «010313 82 «104202 107 «6516A37
33 «001018 Sa «011113 83 « 112857 108 «739187
. 34 «001l089 SS9 «012091 86 «121713 109 804633

110 1.000000

NOTE

ANNUAL RATES OF MORTALLITY AMONG FEMALES
AHE THOSE FOR MALES SET paCk ¢ rfEARS,

(1971 TPF&C FORECAST MORTALITY TadLE)
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AGE

oee

26
a7
28
29

30
31
32
33
e

s
Js
37
3a
39

0
4]
.2
43
LYS

65
LY.
o7
«8
.9

S0
S1
52
S3
Sa4

ANNUAL RA.ES OF wlTHORAWAL
NUMBER OF TERMINATIONS EXPECTED PER 1000 ACTIVE EMPLOYEES

YEARS OF SERVICE

EXRIB!IT g=)
UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM

ACADEMIC

0-1

L X X 4

280
260
240
220
200

180
160
140
12¢
100

100
100
100
100
100

100
100
100
100
1049

100
100
100
100
100

100
100
100
100
100

MALES
1=2 2=3
cee cece

280
260
260
220
290

180
160
140
120
100

100
100
100
100
100

100
100
100
100
100

100
loo
100
100
100

100
100
100
100
100

260
240
229
200
180

160
140
120
100

a0

80
a0
80
30
80

80
80
80
80
80

80
80
80
80
a0

80
80
89
80
80

3

LA 2 J

240
2lo
180
150
130

110
100
S0
80
70

60
S0
4«0
4«0
30

30
30
20
20
20

20
20
20
2¢
20

10
10
10
1n
10

0o=-1

L X 2 J

«80
60
'YX
20
00

3s60
320
280
240
200

200
200
200
200
290

200
200
200
200
200

200
200
200
200
200

200
200
200
200
200

FEmALES
1=-2 2=3
L X X ] L X X J

480
450
460
«20
400

360
329
280
240
200

200
200
20¢
200
200

200
200
200
200
200

200
200
209
200
200

200
200
200
200
200

. -
420
«00
380
360

326
280
260
230
200

180
180
170
170
160

150
l60
160
160
160

160
160
160
160
160

160
160
160
160
160

* UK 4 o4 -~
RN x.'v\u‘

3.

3so
360
340
320
300

290
260
240
220
200

180
160
140
120
100

100
100
S0
90
80

80
890
80
80
80

70
70
60
60
S
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EXmIBIT ¢
UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM
(T EMPLOYEE EARNINGS PROJECTIONS
A = RATIO OF FINAL EARNINGS AT RETIREMENT TO CURRENT EARNINGS
8 w PERCENTAGE INCHEASE ANTICIPATED IN YEAR OF AGE
MALES AGE FEMALES
o000 i L X X 3 (2 2 XX X ¥
L4 .A. .a. .A. .8.
20.106 9.0 25 20.106 9.0
18,446 8.9 2% 18.446 8.9
16.933 8.9 27 16.933 8.9
15.552 8.8 28 15.552 8.8
l.291 8.8 29 le.291 8.8
13.140 8.7 30 13.140 8.7
12.088 8.6 31 12.088 8.6
11.127 8.6 32 11.127 8.6
10.248 8.% 33 10.248 8.5
S.643 8.5 k IS Febb] 8¢5
3.707 8.6 3S 8.707 B.4
8.032 8.3 36 8-2.32 8.3
Teblas 8.3 37 Teblas 8.3
6.847 8.2 38 6847 8.2
6.327 8.2 39 6.327 8.2
( S.849 8.1 «0 S.849 8.1
S.611 8.0 el S5.411 8.0
S.00¢ 8.0 2 S.008 8.0
6.638 7.9 3 4.0638 7.9
4,298 7.9 'Y 4.298 7.9
3.985% T8 o5 3.9895 7.8
3.696 Te?7 LY. 3.696 T.7
J.631 Ta7 7 3.43] T.7
3.186 Te6 48 3.1R% Teb
2.961] Tebd L 3] 2+961 Teb
2752 795 S0 2«752 7«5
2.560 TeS S1 2560 Te5
2.382 T3 S2 2«382 7.9
2.216 TeS 53 cell6 7.5
. 2.061 7.5 Se 2.061 7.5
1.917 TS5 Ss 1917 7«5
l1.783 TeS S6 1.783 To%
1.659 79 S7 1659 7«5
l1.543 7«5 sa 1543 TeS
l.436 7.9 S9 le6ds 7«9
, 1.33% T5 60 1335 Te5
l.262 7.9 61 le262 TeS
- .. 156 -.5 62 1.156 7.9
) 1.07% Te5 63 10795 7«5
Y 0er 6o .000 0.0

ERiC( 1.000




EXHIBIT D

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

ANNUAL RATES OF DISABLEMENT
NUKMBER OF DISABILITIES EXPECTED PER 10+600 ACTIVE EMPLOYEES AT EACH AGE

MALES AGE FEMALES
([ E XY X ) [ 22 ) %3086
4 31 6
4 32 6
& 33 7
4 34 8
& 35 -
5 36 10
6 37 12
7 38 16
8 39 16
l0 40 19
12 41 22
14 42 25
17 43 28
20 A4 32
23 45 36
28 46 49
30 47 ey
34 48 48
39 &9 52
44 -1¢] 1)
Se 51 60
56 82 64
62 S3 68
68 54 T2
Té 55 78
80 -1 84
90 s?7 99
100 58 loo
112 59 {12
128 60 128
144 61 las
167 62 {67
63 189
64 {92
LH 7 212

‘ -,
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EAHIBIT E

UNIVERSITY OF CALIFORNIZ
RETINREMENT SYSTEM

ANNUAL RATES OF DISABLED MORTZLITY

NUMGER OF DEATHS EXPECTED PER 1,000 DISABLCD EMPLOYESS AT EACH AGE

AGE NO. AGE NO.
Qoo [ 2 2 2 ) [ Z X-2 ®oe¢
35 44 53 %
36 44 S4 47
37 44 S5 48
38 4 Sé 49

39 L 2 57

40 44 58
4} [ 1Y 59
42 44 60
43 44 61
&b 44 62

A4S o4 63
46 44 64
&7 45 - €S
48 45 66
&9 45 67
So 45 68
51 46 69
s2 46 70

12 77
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EXHIBIT F

UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

ANNUAL RATES OF REHARRIAGE

NUMHBER OF REMARRIAGES EXPECTED PER 14000 SURVIVING SPOUSES AT EACH AGE

ACE NOo AGE NO,
L 2 T3 [T X X ) 2 X J L FX X
2¢ 119 43 2l
21 116 b 19
22 113 45 17
23 108 46 16
2é 101 o7 ls
25 93 48 13
26 &7 &9 12
27 81 -1 11
28 76 s1 10
29 71 52 9
30 66 53 8
3! 62 84 8
32 1) €S T
33 $5 2-1-) 6
3a S0 57 6
3s 46 £8 S
36 41 59 S
37 37

38 34

39 31

40 28

a1 26

42 23

7
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UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM

EXHIBIT G

PERCENTAGE OF ACTIVE EMPLOYEES MARRIED == FEMALES

PERCENT
'YYXXX]1]
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UNIVERSITY OF CALIFORNIA
RCTIREMENT SYSTEM

EXHISIT H

PERCENTAGE OF ACTIVE EMPLOYEES MARRIED == MALES

AGE
L X X}
20
2!
e2
23
2e
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28
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a3
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NUHMBER OF DEPENDENTS EXPECTED PER ACTIVE MALE EMPLQYCE AT EACH

AGE
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UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM :
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EXHIBIT J
UNIVERSITY OF CALIFORNIA
RETIREMENT SYSTEM
NUMBER OF DEPENDENTS EXPECTED PER ACTIVE FEMALE EMPLOYEE AT EACH AGE
AGE NO, AGE NO
L X2 X ) '3l 1) [ X 1 <o )
21 1e4 46 1,9
22 1.8 47 1,8
23 2.0 48 1,7
24 2.2 49 1,6
2S 2.3 50 1,9
25 25 s 1,5
27 2.7 §2 1,6
c8 209 s 1.6
29 3.0 sS4 1,4
39 3.2 sS 1.3
31 3.3 -] 1,3
32 3,5 s7 1,2
33 J.4 58 142
34 3,3 59 1,1
35 3.1 60 1,1
36 3.0 61 1,1
37 249 62 1.1
33 2.8 &3 1,1
39 r &Y. 64 1,1
40 25 65 1,1
4] 2ebh 84 1,1
42 2¢3 67 1,0
T2 201 69 100
51)
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MAXIMUM aNNUAL SOCIAL SECURITY HENEFITS EXPECTED

YEAR OF 65Tm
SIRTHDAY
2000000000 OCGS
1983
1984
1988
19. 6
1987

1988
19R9
1990
1991
1992

1993
1994
199S
1996
1997

1998
1999
2000
2001
2002

2003
2004
2005
20406
2007

2008
2909
2010
2011
€012

2013
2014
2018
2016
2017

2018

AVERAGE AwI/CP; FUTURE INFLATION RATE

0%/0%
L X X X X J
8517.
8645,
8307,
8513,
8297

8364.
Aa26.
8485.
8S40.
8S91le.

8639.
868S.
8762.
8846,
8927

9010«
9088
9170,
9252.
9332.

94ll.
9489
9567.
9716,

9787
9856.
9912.
¥968.
10023.

1¢077e.
10131.
10166
10197
10223.

10237.

81
18

EXmIBIT K
UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM

/ -
VAL ASSUMP:
Te0%/76.0%
90000000000
8s17.

B4esS.

8823.

9615.
l10S96.

11396.
12252.
13168.
lalas.
15198.

1e321. |
17924, |
laar7. |
20364, |
21929.

23634,
25457,
27432
29558.
Jl1839.

34290.
36929%.
A39768e.
«2807.
©450Ts.

49568,
53317.
57274,
61%20.
5607 4.

70956.
76192.
8l660.
87480,
93665,
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EXmIBIT L~}
UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM
ACADEMIC

ANNUAL RATES OF RETIHEMENT

NUMBER OF RE(TREMENTS ECXPECTED PER 1000 ACTIVE EMPLOYEES-
ELIGIBLE TO RETIRE AT EACH AGE

MALES ' AGE FEMALES <
o000 L X X ] 20000%0

33 5s 30

2o 56 20

20 57 29

20 sa 20

20 59 20

60 6C 60

60 61 60

l2e 62 120

ls0 & 160

130 66 100

2SG 65 .50

200 66 20¢

350 6/ 3so0

500 . .8 500

050 69 650
1000 75 .000
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EXHIBIT M

PROBASILITY OF ELECTING A REFUND UPON TERMINATICN

2
1.000
1.000
8.960
0.91S
C.870
6.825
0.780
0,735
0.69C
0.64%
B8e604
r o355
0.510
0e463
o420
G375
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Je240
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0. 060
0.015
0.000
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1,000
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CALIFORNIA POSTSECONDARY EDUCATiION COMMISSION

THE Califcrnia Postsecondary Education Commis-
sion is a citizen board established in 1974 by the Leg-
islature and Governor to cbordinate the efforts of
California’s colleges and universities and to provide
independent, non-partisan policy analysis and rec-
ommendations to the Governor and Legislature.

Members of the Commission

The Commission consists of 15 members. Nine rep-
resent the generai public, with three 2ach appointed
for six-year terms by the Governor, the Senate Rules
Committee, and the Speaker of the Assembly. The
other six represént the major segments of postsec-
ondary education in California.

As of 1985, the Commissioners represer’  the
general public are:

Seth P. Brunt..r, Sacramento, Chairperson

C. Thomas Dean, Long Beach

Seymour M. Farber, M.D., San Francisco
Patri~ia Gandara, Sacramento

Ralph J. Kaplaa, Los Angelas

Roger C. Pettitt, Los Angales

Sharon N. Skog, Mountain View

Thomas E. Stang, Los Angeles, Vice Chairperson
Stephen P. Teal2, M.D., Modesto

Representatives of the segments are:

Sheldon W. Andelson, Los Angeles; representing the
Regents of the University of California

Claudia H. Hampton, Los Angeles; rzpresenting the
Trustees of the Califcrnia State University

Peter M. finnegan, San Francisco: representing the
Board of Governors of the California Community
Colleges

Jean M. Leunard, & 1 Vateo; representing Cali-
fornia’s indeper.i~rt coileges and universities

Darlene M. Laval, Fresuo; repre.enting the Council
for Private Postsecondary Educational Institutions

Angie Papadakis, Palos Verdes;
California State Board of Education

representing the

Functions of the Commission

The Com:nission is charged by the Legislature and
Governor to "assure the effective utilization of public
postsecondary education resources, thereby elimi-
nating waste and unnecessary duplication, and to
promote diversity, innovation. and responsiveness to
student and societal needs.”

To this end, the Commission conducts independent
reviews of matters affecting the 2,600 institutions of
postsecondary education in California, including
Community Colleges, four-year cclieges, universi-
ties, and professional and occupational schools.

As an advisory planning and coordinating body, the
Commission does not administer or govern any insti-
tutions, nor does it approve, authorize, or accredit
any of them. I[nstead, it cooperates with other state
agencies and non-governmental groups that perform
t! ese functions, while operating as an independent
board with its own staff and its own specific duties of
evaluation, coordination, ¢nd planning,

Operation of the Commission

The Comrmission kolds regular meetings throughout
the year at which it debates and takes action on staff
stndies and takes positions on proposed legislation
afectir ¢ education beyond the high school in C
fornia. By law, the Comimission's meetings are open
to the public. Requests to address the Commission
may be made by writing the C .mmission in advance
or by submitting a request prior to the start of a
meeting.

The Commission’s day-to-day work is carried cut by
its staff in Sacramento, under the guidance of its di-
rector, Patricl: M. Callan, who is appointed by the
Commission.

The Commission issues some 30 to 40 reports each
year on mgjor issues confronting California postsec-
ondary education. Recent reports are listed on the
back cover.

Further information about the Commission, its
meetings, its staff, and its publications may be ob-
tained from the Commission offices at 1320 Twelfth
Screet, Secund Floor, Sacramento, CA 98514; tele-
phone (916) 445-7933.
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