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Recommended guidelines regarding awarding of merit-based salary increases for faculty 

 

Merit-based salary increases for high-performing faculty are a contentious issue. Decisions regarding 
which faculty members will receive a greater pay increase is perceived as somewhat arbitrary given 
inherent differences in instruction, scholarship, and service expectations among academic units as well 
as differences in position requirements among tenure-track faculty (including librarians), clinical faculty, 
and lecturers. Moreover, the lack of transparency in the decision-making process coupled with the 
failure to articulate defined objective standards for making such decisions on a campus level could lead 
to a perception of impropriety, particularly when annual performance evaluations based on the Faculty 
Annual Reports (FAR) are not released until after salary decisions are made. 

Herein, the Faculty Affairs Committee provides recommendations for ensuring that merit-based salary 
increases for faculty members are perceived as both transparent and fair. 
 

1. Decisions for merit-based salary increases must be made at the unit level, not at the campus 
level. 

The performance criteria for faculty are established first and foremost at the academic unit level. As 
such, the standards for defining different levels of performance, and subsequent decisions on salary, 
should also be made at the unit level. We recommend that the proportion of the salary pool reserved 
for the highest performing faculty be divided among the academic units in a manner proportional to the 
number of full time faculty members in each unit. Individual units will need to develop clearly defined 
criteria and procedures for rating faculty performance in order to determine different levels of salary 
increases. 
 

2. Annual performance evaluations must be clearly differentiated from decisions regarding merit-
based pay increases. 

Annual performance evaluations (based mainly on FAR) are assessments of job performance based on 
the criteria established by the academic unit. They also provide guidance for improving performance 
from one year to the next. These functions must take priority over the establishment of compensation. 
Although the performance rating from the annual evaluations can be used in salary decisions, the size of 
the salary pool cannot be used to determine the performance rating of a faculty member. For example, 
if a special pool is established for the top-performing 20% of faculty, this should not be construed as to 
mean that only 20% of faculty can be rated as “Excellent” and the remainder rated “Satisfactory” or 
below. By the same notion, faculty who receive ratings of “excellent” in the annual evaluation should 
not assume they will receive the highest possible pay increase. 

Annual performance ratings should be communicated to faculty as quickly as possible, and before salary 
decisions are made. Delaying the release of these evaluations results in lost opportunity for faculty to 
make adjustments to improve performance in the current calendar year. 
 



3. Beyond higher pay increases for the highest-performing faculty, salary increases should differ 
between overall performances of “Excellent” and “Satisfactory”. 

Although not all faculty who are rated “excellent” may receive part of the salary pool established for the 
highest performing faculty, faculty who exceed expectations in their roles should be rewarded for their 
efforts more than those that simply meet those expectations. Salary increases for all faculty members 
should reflect that individual’s performance in light of unit-defined criteria, not just for those in the 
highest-performing group.  

 

Summary: 

These recommendations are intended to reduce the perceived arbitrariness of decisions made where 
faculty members receive large differences in compensation adjustments despite having, in many cases, 
very different discipline-defined indicators of and criteria for performance. As the campus has grown, 
diversified, and as the faculty have become increasingly more specialized, models of salary 
compensation based on the assumption that all faculty have uniform job responsibilities and that there 
is a level playing field for performance criteria among units is no longer appropriate. As such, we 
recommend that BOTH annual performance reviews (based on the FAR) and annual decisions for 
differential levels of performance-based salary compensation be completed at the unit level rather than 
at the campus level. Moreover, we stress that salary decisions be based on unit-defined criteria, should 
not be completed until after the annual evaluations have been performed and finalized, and that under 
no circumstance should a performance evaluation, once finalized through agreement of the unit head 
and the faculty member being evaluated, be retroactively altered because of budgetary considerations. 
Finally, although the highest-performing faculty should be considered for the largest pay increases, 
faculty members who are not necessarily among the “best of the best” but still receive an overall rating 
of “excellent” based on IU, IU Kokomo, and unit standards should still receive higher salary adjustments 
than those rated “satisfactory”. If not, the incentive for faculty to strive to be the best they can be, their 
willingness to adopt and participate in new campaigns to develop the educational experience we 
provide, and the ability to retain quality faculty, suffers.  

 


