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command. This rise in pay has been especially great in public institutions, with the 

number of presidents making half a million dollars or more almost doubling between 

2003-04 and 2004-05. Moreover, schools with smaller budgets or less willingness to pay 

often lose their presidents to other universities that pay significantly more; the case in 

point being three major state universities in Iowa that between them have lost 8 

presidents in the last 18 years to institutions that paid significantly more.3 

Unsurprisingly, there has been no shortage of scandal in this sector of the 

economy; the case of Vanderbilt University's chancellor Mr. Gee is a good example. 

Vanderbilt paid over $6 million to renovate the presidential mansion where Mr. Gee and 

his wife resided, as well as paying for parties hosted at the mansion and a personal chef, 

at a cost of over $700,000 per year. Concerns also emerged over the use of marijuana at 

the mansion. While efforts were made to prevent the issuance of "blank-checks" in the 

future, no moves were made to remove Mr. Gee from his position.4 

Given these trends in the larger sphere of higher education, it is of interest to 
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attempt to piece together what exactly presidents are being paid to accomplish, why their 

compensation is structured the way it is, and what, if anything can we say about the 

industry based on these findings. This paper will focus exclusively on liberal arts colleges 

due to the particular interests of the author, and will be arranged as follows. Section I will 

comprise of some descriptive statistics, section II a literature review. Section III detail the 

theoretical model used, and IV will describe the data used, and its limitations. Section V 

will describe the empirical analysis undertaken, and section VI will then attempt to 

explain the findings and conclude. 

3 Stephen Burd (2006) 
4 Joanne S. Lublin and Daniel Golden (2006) 



II - Descriptive statistics: 

The introduction mentioned briefly the rising executive pay in the wider higher­

education world, and this section will attempt to illustrate the level of pay in institutions 

during this period. 

Table 1 shows data on the mean salaries of liberal arts college presidents during 

2002-03 and 2004-05. Similar data are displayed for mean benefits, sum of salaries and 

benefits, as well as average faculty salaries and average faculty benefits. 

3 

The average president's salary in 2004-05 was just over $215,000 a year, and 

when benefits are included, this swells to over $260,000. The distribution is positively 

skewed (skewness = 1.43), hence the mean is pulled above the median as a result of very 

high total pay towards the upper tail. The 75th percentile is $320,000, and in 2004-05 

there were 6 institutions that paid salaries of over half a million dollars, and one president 

earned over a million (though this incorporated his retirement benefits and deferred 

compensation). 

On the other hand, during the same year, the average faculty salary was $58,629, 

and though the distribution of faculty salaries is also positively skewed (skewness = 0.38) 

it is much less so than that of the college presidents. 

It is therefore not surprising that to many faculty members, the levels of 

presidential compensation seem far out of line. However, the argument is made that 

presidents are the CEOs of institutions with operating budgets of tens of millions of 

dollars, and as such are actually paid much less than their counterparts in the corporate 

world. 



Table 1 (Comparative Statistics): 

Liberal arts college presidents5
: 

S I a ary: 
Year N Mean Median 25tn 

Percentile 
2002-03 186 206,345 200,417 160,111 

2003-04 195 209,930 203,458 155,774 

2004-05 215 215,384 210,062 165,945 

Bonus' 
Year N Mean Median 25tn 

Percentile 
2002-03 186 42,155 29,357 17,919 

2003-04 195 48,589 32,322 17,912 

2004-05 215 44,783 30,886 17,023 

Combined total' 
Year : N Mean Median 25 th 

Percentile 
2002-03 186 248,500 234,358 181 ,526 
2003-04 195 258,520 244,451 179,873 

2004-05 215 260,168 249,702 185,092 

Faculty Salaries in liberal arts collegel: 

A I verage sa ary: 
Year N Mean Median 25tn 

Percentile 
2002-03 208 55,557 54,339 48,543 
2003-04 211 56,947 55,538 48,729 
2004-05 210 58,629 56,936 49,921 

Avera~e benefit spending per faculty member: 
Year N Mean Median 25m 

Percentile 
2002-03 208 14,979 14,858 11 ,837 
2003-04 211 15,581 15,404 12,688 
2004-05 210 16,132 16,294 12,824 

5 Author's calculations. Data taken from the Chronicle of Higher Education. 
6 Author's calculations. Data taken from IPEDS surveys. 
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75th 

Percentile 
249,883 

254,750 

268,441 

75 th 

Percentile 
45,707 

48,351 

56,334 

75th 

Percentile 
296,536 

306,694 

320,274 

7510 
Percentile 

64,176 

64,866 

66,733 

75 th 

Percentile 
18,526 

18,623 

19,633 


