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As reque.st,ed, ve ha·•e considered t.he cost of a modi ricetton of tbe 

penaion r•ro~rame for pennftnent faculty members outlined in our report 

dated O~tOl>P.!' 23, ll")~l, The raod1ficat1on 1s to prm•ide a peDl'SiOO for 

Jife nf r.01 cf final salary canrn8nc1ng et age 70. For member& Mppointed 

~hove a~e 55, the penslon vould be redl~ed by t/15 for each yeer over 

ae;e 55 et Appointment. As previously reccmnended, 1 t is assumed that 

the benefits vould be provided through contracts is21ued by the Teachers 

Insurance anrl Annuity Aeeoctati on or America ('T'IAA) and the ColleE:e 

Retirement Equiti.ea Fund (CREF). Such cootracte \lould provide for the 

application of the member's entire acc\.l!'.lulation to provide en annuity 

to his beneficiary in tl1e event or his death prior to age 70. 

Coet of Pens 1 one (as estimated by T!AA-cREF) 

Attached to this repnrt ts e tabulation of the permenent faculty ·mbers 

shovin~, 

in cnlllltln (2) - 1'!AA-CREF pol.icy numbere. 

l n column (3) - the desired yearly annul ty benefit deacr1 bed above, 

in col.l.ID.n ( 4) - the yearly annuity benefit which ~ould be purchaeeJ 

vi th the funds held July 1, 1961 by 1'IAA-CREF, 

in col1.111Il (5) - the yearly onnuity benefit which rnuat be purchased 

sft.er July l, 1961 to produce the desired yearly 

snn:itty benefit, 

in col1.11in (I)) - the monthly premium peyeble :f'rcm July 1, 1961 to 

the first of the month in ~hich the member attetne 

S!~e '{0 to prrouce the dee ired ;yearly ennui ty beW!fH. 
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2. 

The carrputationa reflect the rato or div1deod.e appliceble up to the 

end or 1961 to the fixed dollar contracts ieeued by Tr.AA (or the 

guarantee·1 ratee in the policies where, in the case of .eane of the 

older pol... c1 es, they are n:o:-e favorable). These :U videoda reflect 

interest at 3 l/~ prior to age 70 and 4~ thereafter. Since the 

CCJllputations vere made, the TI.AA Boord bee authorized a more liberal 

dividend acale, effective January l, 1962, reflecting interest at 

3 7 /&fo pr'lor to age 70 and 4~ thereafter. I:f the canputationa vere 

perfonned again uaing the nev acale, slightly lover monthly premiums 

vould emerge. 

While the monthly premiums are calculated according to the rate1 and 

dividends applicable to the fixed dollar (TIAA) contracte, it is 

aeoined that 501> of each premi tmi vould be contributed to CREP for 

icve11tment in equ.l tiee. (Thie ie consistent vi th the 15uggeatton made 

on April 5, 1961 by Mr. Hopkins of TIAA-CREF and includ.ed an pe.ge V-4 

ot our previous report.) At age 70 tbe member would receive a fixed 

dollar annuity of 3C>C.' of hie tin.al salary rran the TIAA accumulattou 

and e. variable annuity t'ran the CREF accumulsticxi (unlee1 he elected 

to transfer the CREF accumulation to TIAA under the option provided 

in the contract). The amount of the payments under the variable annu-

1 ty vould di N'er rr~ tho8e under the fixed dollar annuity to the 

extent that the experience or CREF differed frau the oeotnptione on 

which the premi uma were canputed. Such an arrangement would seem to 

provide 8 better hedge against in.flaticxi than e fixed dollar payment 

equal to 60"/, of final oalary. 
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3, 

Before the total coet of the program 11 caie1dered, 1 t might be deair-

able to consider the impsct of the program on sever8l indi viduale, ~ 

ws mentioned on po~ III-9 of our previous report, t~lve of the 

Institute' a current members had 'T'IAA-CREF coverage before caning to 

the InstJtute. One of them, Mr. Meritt, nOY has an accumulation under .hie 

·rw.-CREF poltdes eutficknt to proyi~ an lncant~ 'from age 'TO in exceH 

of 6oi of his current salary. Thus no premium whateoever is included. tor 

him in the taouletion. Aleo, the monthly prem1\JD shown for each or ... he 

four youngest members is lees than :h87 .50, or 10% of their current 

monthly salary. Since the present pension plan calls for a contribution 

of at least l~ of salary, if the desire of the l'rustees 18 to liberalize 

the plan, a minimlD premium of l~ or salary should be continued. 

The total of the moothly prem1llllS shown in colt.111n (6) is :~17,831. rr 

we add $187. 50 for Mr. Mer1 tt and increeee the premi uma tor Messrs. 

Yang, Borel, Dyson and Lee to :~187. 50, the total becanes $18, 230 'Which 

is 43.5~ of pe)Toll. 

This f1£r..ire is rnuch higher than would be anticipated frcm Exb!bit Ilia 

of our previous report. '!'he difference ar1 sea prlm8ri ly frClll the fact 

(pointed out on pe.ge V-.5 of our previous report) that the TIAA-CREF 

policies make it necessary to fund the accrued liabilities aa1ociated 

vi th each individual over his rMle'!.nin" active years. Since four .1111.. -

bere, Messrs. Morse, Panofeky, Kentorowicz and Altoldi, will reach age 

70 between DOY and the end of io65, very large monthly prem1.1.1t11 (totaling 

il.2,058 et the outset) are required to fund their benefits. 

" " I 
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4. 

In order to split the prm1m or $18, 230 between • relatinl.y •table 

lenl premillll and the temporary additional premi.m required to fund 

the initial accrued liability, ve aeked 'l'IAA-CR!JI' to c~ the aontbly 

premium required (on the bash Oil which colmo (6) wae ccmputed) to pro­

vide • benet'i t of $13, 500 !rem ace 70 to • new entrant age 41 ( t.he aver­

age age or nev appointee• in Mathematic• ar Fhywic•) and at 52 (tt aver-

889 age of nev appointee• in Hietory). The reeulte, $248 GDd ~96, are 

typical of the moathly premiums that vill be required tor the mabera 

appointed to replace Mr. Mone (Mathaat1ca) uM1 MeHra. Panot'aky, 

JCantorowict. and Altoldi (Hiltory). Thua, the 11cathly premi UI p119ble 

atter the t'our oldest membera retire will be epproximlltely 

$18, 230 - $12, 058 + $248 + 3 ( $496) 

or tr,908 vhicb ii 18.~ or payroll. 'nle initial accrued lia'b111t7 

ueociated Yith the tour oldest mmbere may be approxllMrted by the 

value u ot July l, 1961 ot the excne ot the monthly prem1 ~ llhavn 

in col\ml (6) over premime ot $248 (Mr. Mone) and $496 (MeHra. 

Panotaky, Kantorovicz and AU'old.1). Aaem.1.ng 4~ interest and the aur­

vival ot' each -ber to age 70, thi• amount• to $212,000. 

In ·~, the C09t to the Institute or the proposed pragn.ma vill be 

about 18.~ of payroll (or 13.~, it the current rate at empla,.• e: • .n­

tributima it continued} plua tb.e aaounta required. to tun:1 an initial 

accrued liability ot about $212,000. While the•• tisur•• are not 

d11"9Ctly c~ble to thoee coota1ned in our prertou. 1 .. port, th9y 

appe&r to ua to be rea•ODable and appropriate. 

I ... 
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INS'lTI't1l'E FOR AIWA1'CED STUDY 

(l) (2) (3) (4) (5) (6J 

Pald-Up Column 3 Monthly Preaiia 
Dee1red Annuity Minua Needed 7/1 to 

Narae A Nu .. ber Benefit A.t Age 70 Column 4 Buy Colu11n 5 _ 

Oppenheimer, J. A- 52898 $18,000 $ 6. 774 $11, 226 $ 637 
Horae, H. A- 3471 13,500 10,()08 J,492 3,344 
Panohky, I. A- 14128 13,SOO 9,788 J, 712 4, 357 
Kantorovica, B. A- 77662 13,500 2,38S 11, 115 2,425 
Alloldl, A. A- 97382 10,800 1, 341 9,459 1,932 
Meritt, B. A- 41•69 13,500 14,007 

A- 81855 
Kennan, G. A-103133 13,500 3,0:l9 10,471 fi04 
Chu·nb1, H. A- 59994 13, 500 6,193 7,307 418 
Ue.ia1, H. A- 17603 13,500 4, .531 8,969 510 
Burling, A. A- 94406 13,500 3,471 10,029 526 1' •, 
Godel, K. A- 45501 13,500 4,323 9, 177 43S 
Weil, A. A- 63138 13,500 4,237 9,263 436 t· 

Tboaspaon, H. A- 14120 13,500 6,735 6,765 296 
Whitne1 1 R. A- 16034 13,500 7,228 6,272 268 
9troagren, B. A-103716 13,500 3,666 9,834 403 
Monta~ry, n. A- 19499 13,SOO 5,673 7,827 217 
Selber&. A. A- 71156 13,5()() 4,819 8,681 190 
Pais, A. A-118786 13,SOO l, 18S 11, 315 234 
Yang, C. A- 820ll 13,500 5,709 7 '791 128 
Borel, A. A.-1187 85 13,500 2,595 10,905 172 
lJ1aon, P. A.- 7S597 13. 500 5, 934 7,566 116 
Lee, T. A- 86965 3,500 4,257 9,243 1 
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. 

As requested, ve have ca:widered the coet or a mod1f"1cat1oo. or toe 

pension programs for pennnnent faculty members outlined in our report 

dated October 23, 1961. 'Ibe modification 1a to provide a pensioo for 

life of 601- or final 1alary ccmnencing at age 70. For membere appointed 

above Sfle 55, the pension vould be reduced by l/15 for each :year over 

age 55 at appointment. As previou•ly reccmnended, it 1.8 esallDed thtt : 

the benefits vould be provided through contracts iaeued by the Teachers 

In1urance aod Annuity Aseocietion or America (TIAA) and the College 

Retirement Equitie1 Fund (CREF). Such cClltracts would provide for the 

application of the member'• entire acc\llulation to provide an annuity 

to hil beneficiary in the event of hie death prior to age 70. 

I ... 

Co.t ot Pensions {as eatimated by TIAA-cREF) l 

Attached to thls report 1a e tabulatioo of the penneoent faculty ·mbers 

1hov1ng, 

in coll.mm ( 2) - TIAA-CREF policy nU111bere. 

in column ( 3) - the delired yesrly annuity beneti t dHcrtbed above, 

in colmn (4) - the yearly annuity beoef'it vh1ch could be purchased 

"1.tb the fund1 held July 1, 1961 by TIAA-CREF, 

in col\Dl\ ( 5) - the yearly annuity benefit vhich auat be purcba•ed 

arter July 1, 1961 to produce the de1ired yearly 

annuity benefit, 

in col1.111n (6) - the rnoothly premium payable t'ran July l, 1961 to 

the t'irst or the mooth in Which tbe member atteioe 

age ·70 to produce the desired yearly annuity beD!!N t .. 
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2. 

The ccmputatiorus reflect the re.te of divideDde applicable up to the 

end of 1961 to the fixed dollar contrscts iseued by TI.AA (or the 

g\l8ranteen rates in the policies where, in the caae o! 1ane of the 

older pollc1es, they are mo.:-e favorable). These d1 videooa reflect 

interest at 3 l/'i!f, prior to age 70 and 4~ thereafter. Since the 

cC1Dputat lono vere made, the TIAA Board. has autbori~ a more liberal 

dividend acale, e .N'ective January 1, 1962, reflecting interest at 

3 7/B;i prior to age 70 aod 4~ thereafter. If tbe canputationa vere 

perfonoed again using the nev ace.le, slightly 10\ler monthly premiums 

vould emerge. 

While the monthly prem1\ml8 are calculated according to the rate1 and 

dividend.a applicable to the fixed dollar (TIAA) contracts, 1t is 

aeaumed that 50~ of each premi m voul.d be contributed to CREF ror 

inve1tment in equities. (Thia is conshtent \11th the auggeetton made 

on April 5, 1961 by Mr. Hopkins ot TIAA-CREF am included on page V-4 

ot our pre vi Oll8 report. ) At age 70 tbe member vould receive a t'ixed 

dollar annuity of 3oc.' of ht. tin.al salary rran the T'IAA accumulatiau 

and a varieble annuity frCJD the CREF accumulaticm (unle•• he elected 

to transfer the CREF accumul.fttioc to TIAA under the option provided 

1o the contract). The amo\Ult of the pe.,mente under the variable annu-

1ty vould differ fran those under the fixed dollar annuity to the 

ext~nt thst tbe experience or CREF differed frcm the aso~101\8 on 

vhich the prem.1 ume vere ccmputed. Such an arrangement vould Hem to 

provide a better hedge against inflaticm then a fixed dollar payment 

equal to 6CJ1, of final aalary. 

I 

"· 
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.Before the total cOBt or the program ii cailidered, it might be deeir-

oole to consider the impact of the proe;re.m on severel iooi v1duale. As 

wns r.:1enti oneJ .:.>n pn·~e III-9 of our prev1.ous report, twelve of the 

Institut e 1 0 current members hed "!'IAA-CREF coverage before caning to 

tlie !netltt1te. One of them, Mr. Meritt, r.ow has ar. accumulation under hia 

•rJ:AA-CRr:? r,~,1 ~ des eu:fficLt~r.t to p1·.,,,ide an 1.ncomt· from 6£!:. ·ro in excess 

of 6o'f, of L t a current salary. ':'hua no premium ·Jheteoever is included for 

him in the taouletlon. Also, the monthly prelli1 LID shown for eech o1 i..he 

four youngest members is lees than .~187. 50, o.r 10~ or their current 

monthly eals:ry. Since the present pensioo plan ctllls for a contribution 

of ot least lo1i of salary, if the desire of the 'I'rusteee 1e to liberalize 

the plan, a minimum premium of' 10~ o!' se lary sho1.1ld be continued. 

The total of the moothly pren:iums shown in coll.IDn (6) ls ·~17,831. If 

\l'e add $H37. 50 fol' Mr. Meritt and 1 ncrease the prem1 urea for Messrs. 

Yeng, :Borel, D,yson an<.l Lee to ~187. 50, the total becanes ~18, 230 which 

is 43.5~ of payroll. 

Thie ftrt.1re ts r.iuch hip.her then vould be anticipated fran 'Exhibit IIIa 

of our previous report. '!be difference ar1.aes :primarily rran the fact 

(pointed out on pap;e V-5 of our previous report) that the l1lAA-CREF 

policies make it necessary to 1und toe accrued linbilitiee associated 

vith each 1ndivi dua.l over his re!ll8'tn1ng active years. Since four m... -

bers, Measrs. Mo~ae, .Panofsky, Kantorowicz and Al:foldi, will reech ege 

70 between nov and the e1. f l'-'l65, very large monthly premill!l& (totaling 

$12,058 at the outset) are required t.o fund their '!:>enefits. 

I 
··. 
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4. 

Ic order to split the premi\.111 or $18, 230 between • ::relatively ateble 

level premium aDd the temporary additional premium required to t'und 

the initial accrued liability, ve 88ked TIAA-CRP!P to c<:llp\lte the aonthly 

premium required (oo the basia Oil vhicb col\IDil (6) wse c<JDpUted) to pro­

vide a be:oefit of $13, 500 rran age 70 to • nev entrant DSl' 41 (the aver­

age aee or nev appointees in Mathematic• ar Phyaic1) and at 52 (tl' ever­

afJG age at new appointeea in Himtory). Tbe results, $248 and $496, are 

typical ot the monthly prem1.UID8 that will be required tar the members 

appointed to replace Mr. Mone (14athemtice) and Meaara. Panotalcy, 

Kantorovicz and Al.toldi (History). Thua, the monthly premim payable 

atter the four oldest membera retire vill be approximately 

$18, 230 - $12, 058 + $248 + 3 ( $496} 

or tT,908 vhicb ie 18.~ ot pcyroll. Tbe initial accrued liability 

aaeoc1eted Yi.th the four ol4est mmb•re may be approxiDllted by the 

value u of July l, 1961 or the excn• ot the mc:mthly premil.119 abovn 

in col\lml (6) over premiumo ot $248 (Mr. Morao) and $496 (M9Hra. 

Panateky, Kantorowicz and Altoldi). ~•Ullling 4~ intere1t aDd the aur-

vival of ecch iber to ege 70, this &11ounte to $212,000. 

In ewmnary, the ooet to the Institute of' tbe propoeed program vill be 

about 18.~ ot payroll (or 13.~, it the current rate ot employee c • .a­

trtbutiooe ie continued) plua the amounte required to fund an initial 

accrued liability ot about $212,000. While theae figurov are not 

directly caap8l'8ble to tboee contained in our previoua report, they 

appear to ua to be reeacmable and appropriate. 

I ... 
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mS'lTI'lTl'E 1'0R A'INAKCF.D STUDY 

(1) (2) (3) (4) (5) (6J 

Paid-Up Column 3 Monthly Premium 
Det1red Annuity Hinua Needed 7/1 to 

N..-e A Number Bene tit At Age 70 Column 4 Buy C<tl Ulm~-

Oppenhe lmer, J. A- S2898 $18,000 $ 6. 774 $11, 226 $ 637 
Morae, H. A- 3471 13,500 10,008 3,492 3,344 
Panofaky, IL A- llil28 13,SOO 9,788 3, 712 4,357 
Kantorovica, E. A- 77662 13,500 2,385 ll, 115 2,425 
Altoldi, A. A- 97352 10,800 l, 341 9,459 1,932 
Meritt, B. A- 4469 13,500 14,007 

A- 81855 
Kennan, G. A-103133 13,500 3,029 10, 471 604 
Cherniaa, H. A- 59994 13,SOO 6,193 7,307 418 
~ieiaa, H. A- 17603 13, 500 4,531 8, 969 510 
Burling, A. A- 94406 13,500 3,471 10,029 526 

I 

Godel, K. A- 45501 13,SOO 4,323 9' 177 43S 
Weil, A. A- 63138 13, soo 4,237 9, 2.63 436 
ThOllpaon, H. A- 14120 13,500 6, 735 6,765 296 
Whitney, R. A- 16034 13,500 7.228 6, 272 268 
Stromgren, e. A-103716 13, 500 3,666 9,834 403 
Montgomery, 0. A- 19499 13,500 S,673 7,827 277 
Sdbe.rg, A. A- 71156 13,500 4,819 8,681 190 
Pala, A. A-118786 13, 500 2, 185 11,315 234 
Yang, C. A.- 82011 13,500 5, 709 7,791 120 
Borel, A. .A-118785 13,500 2,595 10,905 172 
IJ1aon, F. A- 78597 13, 500 S, 934 7,566 116 
Lee, T. A- 86965 13,500 4,257 9,243 l 
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Supplementary R~port on Penaiooe 

Prepared for 

INSTITut'E FOR AD'IA1'CED S'MJDY 

I 

THE PRUI:Em'IAL I~ COMPANY 01' AMERICA 

Jrinuary ll,1962 
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As requested, ve have considered the c09t or o mod1r1cation of the 

penaion rro~ra.ms f or pennanent faculty menbers outlined in our report 

dated October 23, 19€-.l. The 111od.1f1cat1on 1a to provide a pension for 

life nt' (..01 cf fi nsl 1alary oamnencing et age 70. ror membere .appointl!d 

above l'.lfle 55, the penslon vould be reduced by lil5 for each yeer aver 

age 55 at appointment. As previously recc:rmnende~, 1t 1s asstaDCd that 

the benf'fi ts lo'Ould be provided tbro11i:r;h contracts iseued by the Teachers 

Inaurance and Annuity Association or America (TIAA) and the College 

Retire~nt F.quitil!a Fund (CREF). Such cootracts \fould prov1de for the 

application of the member'• entire acc\lllulatton to provide an annuity 

to his benericisry in the event or hie death prior to oge 70. 

Cost of Pensions (as eatioated by TIAA-CREF) 

Attached to this repnrt 'la e tebulatlon of' the permElnent faculty ·mbere 

shovin~, 

1n column ( 2) - TIAA-CREF policy numbere. 

in column (J) - the desired yearly annuity be~N. t described above, 

in col.1.111n ( 4) - the yearly ennui ty benefit W.ich could be purcbaaed 

Vi th the funde held July 1, 1961 by TIAA-CREF, 

in coll.IDil ( 5) - the yeerly annuity benefit which must be purchaeed 

ttft.er .July 1, 1961 to produce the deeired yearly 

annuity benefit, 

ln coll.Inn (6) - the moothly premium payable frCtD July l, 1961 to 

the fLrst of the month in which the member atte1ne 

ap,e ?O t.o prorluce the desired yearly annuity beoeflt. 
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2. 

The cc.mputationa reflect the rate ctt di Yideod.• applicable up to the 

end of 1961 to the fixed dollar contract• ieaued by TlAA (or the 

guaranteed r etee in the policie• where, in the case o! eane of the 

older poll cies, they are more favorable). These dividend.a reflect 

interest at 3 l/':!'/. prior to ase 70 and 4~ thereafter. Since the 

caxiputattons were made, the Tl.AA Board hae autboriud a more liberal 

dividend scale, eN'ective January l, 1962, reflecting interest et 

3 7 /~ pr1.or to age 70 and 4S thel"ed'ter. If the ccnputat1one wre 

performed again uaing the nev scale, slightly lower monthly premiums 

would emerge • 

While the monthly premit111s are calculated. according to the ratea and 

dividends applicable to the fixed dollar (TIAA) contracts, it i• 

aaal.med that m ot each prem1Ull vould be contributed to CREP for 

inveatment in equitiee. (Thia ie consiatent vi.th the euggeatioo ID8de 

on April 5, 1961 by Mr. Hopkins of TIAA..cREF and included cm page V-4 

of our previous report. ) At age 70 the member would receive a fixed 

dollar annuity of 3o; of his final .alary frc:m the TI.AA aceumulati au 

•ad a variable annuity frCJD the CREF aecumulatic:m ( unleH he elected 

to transfer the CREF accumulati cm to TIAA under the option provided. 

in the contract). The amount of the pe,mente under the variable annu­

ity would differ :f"ran those under the fixed dollar annuity to the 

extent that the experience ot CREF differed frcm the eutnptione on 

\lhich the premi uma were canputed. Such an arraneement would seem to 

provide a better hedge against inflation than a fixed dollar pc,ment 

equal to 6~ of final aalary. 
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3. 

Before the total COl!lt or the program 18 caieidered., it might be deair-

able to consider the impact or the prognim on eeveral indi viduale. >.. 

vas mentioned on pa~ III-9 of our pr~vious report, twelve of the 

Institute 1 e current members had 'J'IAA..CREP' coverage before caning to 

the Institute. One of them, Mr. Meritt, nCN has an eccumulstioo under ht.a 

'l'!AA-Cffi':F 1.i0ltcies su.tf'ici~nt to provide an lncomt.- t"ram age TO in exce•• 

ot 6~ of his current aalary. Thus no premium whatsoever is included. for 

hi111 in the taoulation. Aleo, the moothly premi\D sh0\11'1 for each ot' 1.he 

tour youngest members is leH than $187. 50, or lei or their current 

moothly salary. Since the preeent pensioo plan calls tar a contr1butioo 

of at least lei of salary, if the desire ot the Trustees 11 to liberalize 

the plan, a minimllXI premit111 of l~ or salary abould be continued. 

The total of the moothly premi\1119 ahmm in coltDn (6) is *17,831. It 

we add $187 .50 for Mr. Meritt and increase the premiurna ror Messrs. 

Yang, Borel, Dyson and Lee to il87. 50, the total becanes $18, 230 which 

is 43.5~ of payroll. 

Thie fi.g'.Jre is much higher than would be anticipated fraa Exhibit IIIa 

o~ our previous report. 'lbe difference ariaee prl.mar1 ly rrca the fact 

(pointed out on page V-5 of our previous report) that the TIAA-cREF 

policies make it necessary to fund the accrued liab111tiea ae•ociated 

Yith each individual over hie remaining active yeare. Since four a .-

bera, Messrs. Morse, Panofsky, Kantormr.tcz. and Al.toldi, v.111 reach age 

70 between nCN and the end of 1965, very large monthly premilftA (totaling 

$12,058 at the outset) are required to fund. their benefits. 

I 
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In order to split the prem1m ot $18,230 between • relatively atable 

leftl prem\111 and the t•poi•ry llM1t1ooal premia required to tuDd 

the initial accrued liability, ve a•ked 'r'IAA-CRBJI' to compute the aoathly 

premium required (on the b&a11 Oil which colmn (6) vae caaputed) to pro­

vide a benefit ot $13, 500 t'rcm ace 70 to a new eutnmt age 41 (the aver-

8&9 889 ot nev appointee• in Mathematic• or Fbywic•) and at 52 ( tt enr­

age qe ot oev appoint"• 1n Hi1tary). The re1ulta, $~ and ... 96, are 

typical ot the monthly premiume that vill be required tor the -ber• 

appointed to replace Mr. Mone (Math ... tic1) and MeHre. Panotaky, 

ICantorovicr. and Altold1 (Riatory). 'l~n•, the mcmthly premim 119yable 

atter the f'our olde1t memben retire v111 be approxi.Mtely 

$18, 230 - $J.?,058 + -~ + 3 ($496) 

or tT,908 wicb 11 18.~ ot payroll. Tbe initial accruid liability 

u•ociated with the tour olde1t ~b•re uy be approxiJlllted by the 

val• u of' July l, 1961 ot the excna ot the monthly premiw. ahovn 

in colmn (6) over premimia ot $248 (Mr. Moree) and $4-96 (Meaare. 

PaDot•ky, Xantorovicz and Al.told!). Aaauaing ~~interest ~the aur­

viTal ot each -ber to age 70, th.11 UO\mt• to $212,000. 

In ·~, the ca.t to the Inatitute ot tbe propoeed prcgl"9 vill be 

about l.B.~ ot payroll (or 13.~, it the current rate ot empl019• e.: • .n­

tributicu 11 cootinued) plua the aaounta required. to f'uz:d an initial 

accrued liability ot about $212,000. While th••• figure• are not 

directly ca.parable to thOM contained in our preTioua report, tbey 
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INS'ITrUl'E FOR ADVAKCED STUDY 

(l) ( 2) (J) (4) (5) (6J 

Pald-Up Column 3 Monthly Premil& 
0Hire.d Annuity Mi nu a Needed 7 /1 to 

Narae A Nut!ber Ben~tlt At Age 70 Colu11ll\ 4 Buy Colu11n ~-

Oppenheimer, J. A- 52898 $18,000 $ 6. 774 $11,226 $ 637 
HoC"ae, H. A- 3471 13,500 10,008 3,492 3,344 
Panofaky, IL A- 14128 13,500 9,788 3, 712 4, 357 
Kantorowica, IL A- 77662 13, soo 2,385 ll, 115 2,425 
Alt old i, A. A- 97382 10,800 l, 341 9,459 l,932 
Heritt, B. A- 4469 13,500 14,007 

A- 8185.5 
Kennan, G. A-103133 13,500 3,029 10 ,471 604 
Chernila, H. A- 59994 13,500 6,193 7, 307 418 
Ueba, M. A- 17603 13,500 4, 531 8,969 510 
Burling, A. A- 94406 13,500 3,471 10,029 526 
Godel, K.. A- 45501 13,500 4, 323 9, 177 435 
Weil, A. A- 63138 13,500 4,237 9,i63 436 
Thomp1on, H. A- 14120 13,500 6, 735 6,765 296 
Whitney, R. A- 16034 13,500 7,228 6,272 268 
Stromgren, B. A-103716 13, 500 3,666 9,834 403 
Montgomery, n. A- 19499 13,500 5,673 1,821 277 
Selberg, A. A- 71156 13,500 4,819 8,681 190 
P~h, A. A-118786 13,500 2t185 11, ~15 234 
Yang, C. A- 82011 13 ,500 .5,709 7 '791 128 
Borfll, A. A-118785 13 ,500 2,595 10,905 172 
IJ1Don, P. A- 7SS97 13,500 S, 934 7,566 116 
Lee, T. A- 86965 13,500 4,257 9,243 1 
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As requested, ve have cooBidered the cost or a mod.iftcetion of the 

pen&ion prop:rruns for perml'lnent fcculty ~bere outlined in our rep<'rt 

dated October 23, 1Q6l. The modification 11!1 to provide a pension f'or 

life of (.01 of rinel salary c~nc1ng et age 70. ror members appointed 

above s11e 55, the pene lon vould be redttefld by Vl5 for each yeer aver 

ar,e 5~ at appointment. As previously reccmmended, it is esaumed th~ · 

the bencfi ta would be prov id~, through contracte isflued by the 't'eachers 

Inaurance and Annuity Association of America (TIAA) and the Collese 

R~t1re~nt Equities Fund (CREF). Such cootrects would provide for the 

application of the member's entire accumulation to provide en annuity 

to hie benertciary in the event or hie death prior to age 70. 

Cost of Peoelnne (as estimated by TIAA-cREF) 

Attached to this report. 1.s e tabulation of the pel'?Dt;nent raculty ·111bera 

shovi~, 

in coll.mm ( ?) - 1'IAA-CREF pol 1 cy numbern. 

tn column (3) - the desired yearly annuity benefit deacribed above, 

in colllllll ( 4) - th(! yeerl.y emnu1ty beneti t which could be purchaeell 

vi th the fund1 held July 1, 1961 by TIAA-CREF, 

in col\.Dll ( 5) - the yeerly annui.ty benefit vhich must be purc:haeed 

aft.er July 1, l.96l to produce the desired yearly 

Bnnu1ty benefit, 

in coll.Zm ( 6) - the monthly premium peyable frcm July l, 1961 to 

the first of the month in which the member attains 

aP,e ·ro to prorluce the desired yearly annuity benefit. 
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The canputationn rerlect the rate of di videodn 11ppliceble up to the 

end of 1961 to the f.txed dollar contracts is1ued by TIAA (or the 

guar&nteed rates in the policies l!here, in the caee of 1cme of th~ 

older poll c1 es, they are n:ore favorable). These di vtdesna reflect 

interest at J l/'Z{o prior to age 70 and 4~ thereafter. Since the 

cc:mputet 1 ona vere mede, the 'rt.AA Boe.rd. has eutbori~ed a more liberal 

dividend acale, effective January l, 1962, reflecting interest et 

3 7 /&Ii prior to ege 70 and 4~ thereafter. If the canputations vere 

perfonned again uains the nev scale, slightly lover monthly premi.ume 

vould emerge • 

While the monthly premiuws are calculated accord.il'l8 to the rate• and 

dividends applicable to the fixed dollar (TIAA) contracts, it ia 

aosl.llled that 50~ of each premi\Jll vould be contributed to CREF for 

investment in equitiee. (Thie ia consiatent v1th the 1ugge1tton made 

on April 5, 1961 by Mr. Hopkins of TIAA-CREF end included on page V-4 

of our previous report.) At age 70 the member vould receive a t1xed 

dollar annuity of 3~ of his final salary frc:111 the TIM accumulJ!tia1.1 

aod a variable annuity rran the CREF accumulatioo ( unletJe he elected 

to tra11Bf'er the CREF eccu:nul..et1 on to TIAA under the option provided 

in the contrsct). The amowit of the pa,mente under the variable annu-

1 ty vould d11'fer !'rCll! thoee under the fixed dollar annuity to the 

extent that the experieoce of CREF differed frcm the aeat1nptiona on 

vhich the prem.1 um.a vere ccmputed. Such an arrangement vould aeem to 

provide a better hedge against inflation than a fixed dollar payment 

equal to 60i of final salary. 
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3. 

Before the total cost of the program ii ca:i•idered, 1 t might be del!lir­

aole to consider the impact of the program on several indi viduale. M 

ws mentioned on pG";e III-9 of our pr"!vious report, twelve of the 

Institute 'a current members had TIAA-CREF coverage be.tore canine to 

the Inst 1 t ute. One of them, Mr. Meritt, n01J has an accumule.t ioo under hie 

'fLAA...CRJ•;F y...ol tdes CJut':fi c l~nt to provi~ an lncCllDl: f'rom ~ 10 in exceu 

ot 601' of his current salary. 'n1us no premium 'Whateoever is included. tor 

him in the tabulation. Also, the monthly premitmJ shovn for each ot ~he 

f'our youngest inembere is lees than $187. 50, or 10~ of the1 r current 

moothly salary. Since the present pena1cm plan calls for a contributioo 

of at least lo1i of salary, if the desire of the Trustees ta to liberalize 

the plan, a min1Jntm1 premium of 10~ or salary should be continu~. 

The total of the mcmthly premi\.IDS shown in collllln (6) is :~17,831. If 

ve add :~187.50 for Mr. Meritt end increase the premll.IU8 for Mesara. 

Yang, Borel, Dyson and Lee to ~187. 50, the total becanes ~18, 230 vhich 

is 43.5i of payroll. 

Thia tieure is much hip:t1er then would be anticipated fran Exhibit IIIa 

of our previous report. 'lbe difference arises pr1..mar1.ly frcm the fact 

(pointed. out on pe.ge V-.5 of our previous report) that the TIAA-CREF 

policies make it necessary to fund the accrued liabilities aa1ociated 

with each individual over his remaining active years. Since four mo_ .­

bera, Messrs. Moree, Ponofsky, Y.antorav.1.cz and Al..toldi, vill reach age 

70 betveen n()\( and the end cf ~065, very large monthly prem11.1ne (totaling 

$12,058 et the outaet) are required to fund their benefits. 

-. 
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In order to split thfl prm1\8!1 .of $18,230 botveen c relatively •table 

lenl premium and the temporary add1t1Ql&l premim required to tum 

the initial accrued liability, ve ••ked 'l'IAA-CR!l" to campute the aoathl.y 

preraium required (oo the buia Oil vb1cb aolumi (6) we ccaputed) to pro­

vidCI fl benefit ot $13, 500 !ran .age 70 to • new entrant 11ge 41 (t.he aver­

age ago or new appointees in Mathcmnt1c• or Fb)"8ic•) o.nd at 52 ( tt aver­

age age of oev appointees in Hi•tory). The roaul.ta, $2be and .,..96, are 

typical ot the monthly prellit.me that will be required tar the -bera 

appointod to repl.Ace Mr. Morn (Mlth ... tica) and MeHra. Panat'aky, 

Kantorovicz and AU'oldi (Bi•tory)o 'l'hm, the moathl.y praitm Pfty&ble 

af"ter the four oldeat mmbera retire vill be approximtely 

$18, 230 - $12, 058 + $~ + 3 ( flt96) 

01" $71 9()8 W1Cb 11 18. ~ of P3YJ"Oll. 'Jlle initial accrued li11bility 

uaociated vith the tour oldest mmben may be approxillated by the 

ftlue Ml or JUly l, 1961 of the O.Ctnl ot th• JJcmthl)' prem1U119 abCM1 

in coll.ml (6) over p~wu ot $248 (Mr. Moree) and $496 (Me•are. 

Pano:t•k)', K.&ntorov1c~ and Altold1). Aa•umns 4~ interelt aJl4 the •ur-

v1~1 at oech ibar to age 70, th1e amouata to $212, 000. 

In ·~, the o09t to tho Institute ot tbe propoaod progrea vill be 

1.bout 18.~ ot payroll (or i3.9j, it the current rate at empl.01"• c....n­

tributiou ia coatinued) plua tho amount• required. to fund an initial 

accruod.. Uabillty of ftbout $212,000. While the•e figure• are not 

directly CCJllP&l'&ble to those cocrtained in our previOUll report, the;y 

appear to WI to be rea•aotlble and •PPI oprlate. 

"• 
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INS'ITlVl'E FOR ADV~D STUDY 

(1) (2) (3) (4) (5) (6J 

Paid-Up Column l Monthly Premit..m 
Dee ired Annuity Minus Needed 7/1 to 

Narae A Nuaber Benefit At Age 70 Colu'll'n 4 Buy ColuM S _ 

Oppenheimer, J. A- 52898 $18.000 $ 6. 774 $11, 226 $ 637 
Horaa 1 H. A- 3471 13,500 10,008 3,492 3,34~ 
Panohky, R. A- 14128 13,500 9,788 3, 712 4,357 
Kantorovica, E. A- 77662 ll,500 2,305 ll, 115 2,425 
Alfoldl, A. A- 97382 10,800 1,341 9,459 1,932 
Meritt, B. A- 4469 13,500 l".007 

A- 81855 
i<ennan, G. A-103133 13,500 .3,029 1.0,471 604 
Chern ii•, K. .A- 59994 13,500 6, 193 7. 307 418 
~lebe, H. A- 17603 13,500 4,531 8,969 510 
Burling, A. A- 94406 13, 500 3,471 10,029 526 
Godel, K. A- 45501 13,500 4,323 9, 171 435 
Wei\, A. A- 63138 13,SOO 4,237 9,i63 436 
Thoqpton, H. A- 14120 13,500 6,735 6,765 296 
Whitney, R. A- 16034 13, 500 7,228 6,272 268 
Stromgren, B. A-103716 13,500 3,666 9,634 403 
Montgomery, D. A- 19499 13,500 5,673 7,827 277 
Seiber&, A. A- 7ll56 13,500 4,819 8,681 190 
Pala, A. 4-118786 13, 500 2, 185 11, 31S 234 
Yang, C. A- 82011 13,500 5, 709 7 '791 128 
Borel, A. A-118785 13,500 2,595 10,905 172 
0J'9on, F. A- 78597 13,500 5, 934 7,566 116 
l.ee, T. A- 86965 13,500 4,257 9,243 l 
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REPORT ON PENSIONS 

INSTI'l'U'l'E POR ADVANCED STUDY 

Introduction and ~ 

Ae requested, ve have discussed Vith the Director and the General 

Manager ot the Inati tute the question ot changes 1n the Inati tute • s 

present plan. Thia report is intended to COYer the principal subjects 

raieed during this discussion. It includes cost eatimtea which a.re 

intended to enable the Trustees to determine whether or not a program 

ot continuing level salary pe\yDllents tor lite to permanent faculty 

members ta feasible for the Institute. Alternative benefit ua>rove­

ments which would be leas costly than the level a&lary program are 

al.so suggested. A supplementary memorandum (Exhibit VI) outlines 

some pertinent tax information. 

Rega.rdl.eaa ot the type of program adopted b1 the Trustees, this report 

recommend.a tbat the Institute continue to take advantage ot the tacil­

i ties of the Teachers Insurance and Annuity Association of America 

and the College Retirement Equities 11\md (TIAA·CRE!') to prOY14e income 

to its inactive members and their dependents. 
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I Present Arrangements tor Prov;iding Pensiaua 

These &re in accordance with the recamenda.tiona made March 29, 1957 

to the Institute 1s Special Pension Camnittee by the Industrial 

Relations Counselors Service, Inc. (IRCS). The epecifications 

were stated succinctly in Section III of the IRCS report which 

bas been reproduced and attached ae Exhibit I of this report. 

Also attached, as Exhibit II, are the camnents made by the IRCS 

on the present plan at the time it was proposed. These camients 

are still pertinent. Two points should be noted: 

(l) 'l'he Old Age, Sur"l'ivors and Disability Insurance (OASm) 

wage base has been increased :f'ran $4, 200 to $4-,Boo. The 

IRCS recamnendation, at the end of Exhibit II, that "the 

annual earnings brealdllg point of $4, 200 (tor the non-faculty 

plan) be expressed as the max::lmum amount of annual earnings 

credited tor OASm benettts" wae not adopted, perhaps by 

oversight. It seems desirable that the non-faculty plan be 

amended at this time to incorporate this recamnendation, 

whether or not it is decided to make other changes in the plan. 

(2) The primary Federal Old Age Benefit bas been increased. The 

table shown in Exhibit II bas been revised to reflect this 

increase • 
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ll Cost of Present Arra.ngements for Providing Pensions 

The table shown below indicates the cost for the fiscal year 1960-61 

according to information f'urnisbed by the Institute. 

Faculty Members 

Contributions ( ~ ot salary) made by 
22 members 

.Matching contributions made by Institute 

Additional contribution made by Institute 
to provide $10,000 mini.Jllum (on behalf 
ot 10 members) 

Total contributions by Institute 

Total cost 

Non-Faculty J!5>lo;c:es 

$24,900 

10,9gl 

*24,900 

35,821 

$60,721 

Contributions (5~ ot excess ot salary over 
$4,200) made by 19 ~loyees $ 3,28d 

Matching contributions made by Institute $ 3,286 

Contributions me.de by Institute to provide 
benefit based on first $4,200 ot salary 
tor 42 employees 

Total contributions by Institute 

Total cost 

18,839 

22,125 

$25,4ll 

The total contributions by the Institute represent 7.1~ ot P8\YI'Oll tor 

faculty members and 11.31> ot pa.yroll tor non-faculty enq>loyees. 

As indicated in Exhibit I, participation in the plan is compulsory tor 

pe:rm.nent faculty members. Contributions based on earninga in excess of 

$4,200 are option&l for eligible non-faculty employees. Of tventy-tive 

employees eligible to ma.lee such contributions during 196o-6l, six tailed 

to do so. 'lbese employees receive salaries in the $4,500-$5,4oo range 

and with one exception were appointed in 1956 or laterJ thus, moat ot 

them have only become eligible to contribute quite recently. It a plan 

providing optional matched contributions is to be continued tor non .. taculty 
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employees, it seems desirable to make sure that each employee is ma.de 

fully aware of the advantages ot participation at the time he or she 

first becomes eligible to contribute. It all eligible members had 

contributed in 1961, the additional cost to the Institute to Jll8.tch 

t.heir contributions vould have been only $200. 
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III Level Salaries for Life for Faculty Members 

Part A of this section describes the f'inancial implications of the 

adoption of a program of level salaries for life for permanent 

faculty members. Part B outlines two alternative programs and 

canpares their cost1 expressed in terms of level annual contribu­

tions1 with those of the present arrangement. Part C discusses 

other considerations relevant to level salaries for life. 

A. Financial Implications 

If the Institute carmits itself' to continue the full salary ot 

each permanent t'a.culty member tor life1 it is canmittill8 itself' to 

future increases in total sal..8.ry costs tor faculty members, even 

if there is no :ruture increase in the nunber of members who are 

able to take an active part in the affairs of the Institute. The 

increases will occur as it becanes necessary to appoint new faculty 

members to replace those current members who are still all ve but 

who no longer have suf':f'icient health and Vigor to participate 

actively in the selection and guidance of the temporary members 

appointed by the Institute and in the direction of the special. 

projects performed by the Institute for the government and for pri­

vate foundations. (Such members will be referred to in this report 

as "inactive members".) 

The increases in cost will continue until a stable group of inactive 

members is reached. In such a group, the number of members dying will 

be roughly balanced by the number of members becaning inactive. Once 

such a. stable group emerges, the salary cost will remaln constant as long 

a.s no important change occurs in either the number of active members 
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or the level of lifetilne salary. Before camn1tting itself' to a 

program of level salaries tor lif'e, therefore, it is important for 

the Institute to make certain that it will be able to e.f:f'ord the program 1l\ 

ultime.te as wll as its initial cost. If the Inst1 tute were to 

discontinue its pension plan arrangements tor faculty members with 

TIM...CREF, the investment inccme o'f the endowment f'und would have 

to support the gradually 1llcreaaing salary costs as the inactive 

group JIOV'ed toward maturity. Alternatively, it salary ~nta to 

an inactive member were to be made by an outside aseney, that agency 

-would have to reeeive tund.s in advance ot the member's retirement. 

These tWlds 1111st alao arise :trom. the investment income ot the 

endowment 1\md. The essentia.l difference between the two a.rrange-

mente is that under the second the outside agency (TIAA-cREll' tor 

exaDQ?le) would invest the amount received by it in preparation tor 

later disbursement while under the tirst arrangement the en.do'wm&nt 

t&md vould bandle the investments. Tbe choice ot t1ma1 na mthods 

1• discussed more tul.1¥ 1n Section IV. 

It seems desirable to measure the coat ot a salary continuation 

program aa a level percentage ot the sa.1.a:ey payments made to active 

faculty members recognizing that this does not commit the Institute 

to a program ot advance fund:1 ng through a.n insurance c~ or other 

oatside meclium. The level coat figure woul.d be e~ valid if' the 

amounts reqµired tor future salary ~nta to inactive members were 

retained in the endowment fund, provided satisfactory accOUDting 
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safeguards were adapted. Such eaf'eguarda would involve gradual 

recognition that an increasing amount ot the endowient :tund is 

needed to produce the investment incane required to meet payments 

to inactive members. 

discussed in Section IV, the :point to remember is that a 

specific program vlll eventually use up the same amount at the 

endowment earnings regardless ot the method ot f'mlding chose• Level 

cost canputations a.re simply an accounting device to express this 

cost in a :t'orm in which it may easily be canpared with the earnings 

available to meet it. 

B. Two Alternative PrO§!'!m8 and 'lbeir Costs 

In E:xhibit Ilia, two alternative programs are outlined in ccnpe.rison 

with the present arrangement. Program A provides a level salary tor 

life ot $22, 500, the present gross salary. Program B provides a 

level salary for life at $21, 375, the present net salary af'ter 

deduction ot the 5c.' canpul.sory contribution to TIAA. Since it is 

assmed that either program would be on a non-contributory be.sis, 

the adoption of program A would result in a net salary increase to 

faculty members while program B would merely continue the present 

net salary level. 

It is assmed in either case that the contributions made by the 

Institute on a. member's behalf would be acounulated at interest and 

in the event of his death before age 70 would be used to provide an 
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incane to h1s dependents. (This benefit is similar to that 

now enjo;yed by the members under their TIAA~REF policies although 

with the adoption ot a program, such as A or B, which is much more 

costly than the present arrangement, tbe amounts of death benefit 

would gradually increase to a point considerably above their cur­

rent level.) 

It is slso assumed that for members appointed above age 55, the 

salary payable after age 70 would be reduced by one f'it'teenth for 

each year over age 55 at appointment. This is simply an extension 

of the l.imi ta.ti on imposed by the present plan on the minimum pension . 

(see Exhibit I) and is intended to pennit the Institute to appoint 

members at advanced a.gee without incurring prohibitive costs to 

support them in their inactive yea.rs. Presumably such members will 

have made sane preparations for their old a.ge before joining the 

Institute. 

In order to express the cost of programs A and B in tenns of level 

annual contributions, it is necessary to make certain assumptions. 

The accuracy of the results of the ccmputations naturally depends on 

the extent to which these ass\lllptions are realized. The following 

are the assumptions that have been made: 

( 1) interest at 4~ (while investment earnings and ca.pi tal appreciation 

canbined have been substantially in excess of this rate in the 

recent pa.st, a long-tenn funding program must consider the 

likelihood of much less favorable returns in the future); 
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(2) a mortality table recognizing the current rate of improvement 

in mortality (this table ie used by the Prudential in many 

of 1 ts group annuity rate and dividend ca.lculati one) ; 

( 3) an uellllption that members 1Decane inactive on the average 

at age 70 (this relatively high "retirement age" eeeme 

appropriate since faculty members have no teaching assignments) ; 

(4) an assumption that no members leave the Institute for other 

employment (in the Institute'e history of allllost thirty yea.rs only 

two such termlnations have occurred); 

(5) an aestnnption that administrative expenses will account for 41' 

o1t the cost of the program (this is the expense cha.rge in TIAA 's 1 

guaranteed rates); 

(6) an assumption that the average age at appointment is 41 for 

members in the School of Mathematics and Physics and 52 for 

members in the School of Historical Studies (these ages were 

derived ft'an a survey of appointments made since 1945). 

Using the above assumptions under program A the level annual contri­

bution required over a period ot twenty-nine years (the e.eeumed 

active membership of a new appointee in Mathematics or Physics) to 

provide the sa.l.a:ry payments of $221 500 from age 70 and also the 

accumulated contributions on death prior to e.ge 70 ie ~1.,300. Tbe 

corresponding level annual contribution for a new appointee in History 

is *8,600. The correspOnding contributions for program B are 951' 

of those for program A. Th.as if level annual contributions vere 

made for all metnbers fran the date of appointment, and if the present 

distribution of fourteen members in Mathematics and Physics and 

Board of Trustees Records: Committee Files: Box 3: Pension Committee 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



III-6 

eight in Hiatory was to be maintained, the level annual contribution 

required to provide salary paymenta and death benefits under 

program A would be $130,433 while the level annual contribution 

under program B would be 9)i of $130,433 or $123, 911. Tbese amounts 

are shown in line 2c of Exhibit IIIa. 

In fact, however, pa.st contributions of this magnitude have net 

been made for the members now active. 'Exhibit IIIb shows for each 

member: 

( 1) the single contribution required as of July 11 1961 to provide 

the salary payments ct $221 500 from age 70 under program A and 

also the contribution with interest on death prior to age 70, 

( 2) the estimated total accumulati an held for the member by TIM-CRF.F 

on July l, 1961 and 

( 3) the value as of July 11 1961 of level contributions of $4, 300 

(Mathematics and Physics) or $81 600 (History) per year to 

age 70. 

The total of column (1) less the sun of the totals of columns (2) 

and (3) equals $744,4oo. This is an estimate of the amount in excess 

of *130,433 which must be contributed under program A in the caning 

years in order to compensate for de:r:t.cienciee in pa.st contributions 

for ·cUITent members. Such an amount is onetimes called a.o "accrued 

liability." If this accrued liability is funded over a period of, 

for example, twenty years, the annual contributions required :fran 

the Institute would be incree.aed by $53,6oo. The ca:npa.rable increase 
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for program B would be ~,4oo. These amounts are shown in line 2d 

of Exhibit IIIe.. 

Since it 'W'8.B assumed above that the accrued liability would be 

funded in twenty years, it might be expected that after that time 

the cost would be reduced to the levels shown in line 2c. It should 

be remembered, however, that any future increase in the level ot 

salary pa.id to active members will autan&tically increase the accrued 

liability aince contributions up to the date of the increase will 

have been be.eed on the old, rather than the new, salary level. '!bus 

the amoun111 which were assumed to be sufficient to f\tnd the 1n1 tial 

accrued liability over a period of twenty years may be required after ' 

that time to f'und the ad.di tional lie.bill ty generated by salary inorea.ees • 

Line 2e of Exhibit Ilia coorpares the total annual cost to the Institute 

of programs A and B with the cost of the present arrangement and line 3 

expresses these costs e.s percentages of the present direct salary cost · 

for pennanent faculty members. From these figures it appears that 

program A should be adopted only if additional fume of $148,ooo per 

year can be camnitted to this purpose. Simularly, program B should be 

adopted only if additional funds of $1111 000 can be camnitted. Express­

ing these amounts as a percentage of present salaries to active members, 

program A reprersents an increase in the cost of benefits to inactive 

members and death benefits frcm 7.1~ to 3606~ of present salaries 

while program B represents an increase frcm 7 .l'f, to 29.3~ of present 

salaries. 
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If it is telt that a program of' level salaries for life is desirable 

but that the cost quoted. tar program B is prohibitive, a reduction 

could be effected by eliminating ar reduciDg the death benefits 

provided. Such a ste:p should only be taken after caretul deliberation, 

however 1 since large death benef'i ts would aeeJn to be desirable for 

& group such as this wbere all but one ot the members are married. 

Deat!tle occurring after age 70 can be handled through e. l.Ast survivor 

option such as that currently provided under the TIAA-CREF contra.eta. 

(Under such an option, the member could accept a reduced. incane a:rter 

age 70 in return tor a gua.rantee that an incane--either ')<YI, or ~ 

at the reduced amount ·-would be pe.yable to hie widow far as long as 

she survives after his death). Protection in the period before age 70 

is also important, however. If a member is cmmting on a lifetime 

eal.ary to support himself and his wife during their old age, his death 

shortly before age seventy could leave his 'Widow in serious difficul.ties 

miless a substantial death benefit were provided. Thus it is rec(911 

mended that the dee.th benefit be retained at least at its present 

level (aocumuls.tion of contributions of 10~ of salary) and that 

consideration be gl.ven to increasing it to the accumulation of all 

contributions (as provided in program A am B). 

C. other Conaiderationa 

Not only is the col!lt at providing full salary payments in inactive 

years substantial, there a.re sane considerations that suggeat that a 

member's incane needs may be leas in his inactive years and, therefore, 

that sane ot the money required to provide such pe.)'Jltents might be 

better spent either in in~reasing salaries during active yea.rs or in 
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providing other types of fringe benefit. 

S(Jlle of' the factors that reduce a member's incane needs are: 

( 1) receipt of Social Sec\ll"ity pa.~ents (from the earlier of 

"retirement" or age 72), 

(2) additional income tax exemptions for the member and bis 'Wife, a.nd 

(3) retirement benefits purchased by the individual member. (While 

the level cost canputations assumed that all benefits purchased 

through TIAA-CREF would be used as o:rfsets to the lifetime 

salary payments, the Institute might feel that the twelve 

current members who had TIAA coverage before coming to the 

Institute should be pennitted to enjoy benefits purchased 

before appointment in addition to l ifetime salary payments). 

Moreover, many major items of expense such as the education of a 

member's children, are usually confined to hie active yea.rs. 

These considerations suggest that a partially reduced salary may be 

suitable for inactive years. Of course, it may be argued that if 

full salary payments a.re provided and the member elects a last 

survivor option an appropriate reduction occurs. 
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IV Canpe.rison of Fundi;ng Methods 

Many possibilities are available. The present TIAA-CREF plan could be 

improved to provide the new level of benefits. Alternatively, future 

contributions could be diverted to another f\.mding medil!Jl and used to 

provide benefits which, in canbin.ation with those provided by the con­

tributions already made to TIAA-CREF, would be sufficient to meet the 

nev level of benefits. The principal alternative funding medi\llJS are: 

(1) insure.nee canpe.nies, 

(2) corporate trustees, and 

( 3) the Institute 1 s own endowment f'Und. 

TIAA-CREF is essentially an insurance canpe.ny operation. If insured 

benefits are to be purchased in the future it seems desirable to con-1 

tinue to purchase them fran TIAA-CREF 'Which has handled the Institute's 

retirement plan for twenty-seven years and which provides retirement 

plans for 995 other educational institutions. 

If future benefits are not to be insured, the services of a corporate 

trustee vould not seem to be required for pensions if they a.re not re­

quired for the Institute's endowment :funds. A program of eannarking 

specific portions of the endowment and its incane for pension purposes 

under canpetent actuarial guidance should have all the advantages of a 

trusteed plan. 

If these generalizations are accepted the choice may be reduced to making 

future contributions to TIAA-CREF or leaving them in the Institute 's 

endawment f\.md. In order to consider these alternatives it seems desir­

able to ccmpe.re TIAA-CREF w1 th the Institute' s endowment :f'und under 

three headings: 
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A. Fixed dollar investment experience 

B. Equity investment experience 

c. Mortality provision. 

Each of these comparisons is made below. A recOlllllenda.tion based on 

these conclusions is ma.de in Section V. 

A. Fixed dollar investment experience 

Exhibit IV attached canpares the net yield on pennanent investments 

acquired. by the Institute in each of the nine most recent fiscal 

years with the net yields on permanent investments acquired by TIAA 

during the corresponding period. Yields were ccmpared on acqui­

sitions rather than existing portfolios in order to reflect relative 

results in the same market. 

Two points are evident from Exhibit IV. First, the yield obtained 

by TI.AA on bonds exceeded. those obtained. by the Institute in seven 

of the nine years a.nd averaged almost ~-% higher. Second, the yield 

obtained by TI.AA on its acquisitions of other investments (primarily 

mortgages) exceeded. the yield obtained on its bond acquisitions in 

each of the nine years. 

Thus TIAA ha.a consistently obtained a. higher yield in the bond 

market than has the Institute and, through its mortgage investmentsJ 

has widened the gap between its experience and that of the Institut~ on 

fixed dollar investments. 
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B. l!iqui ty investment ex;perience 

Exhibit V attached carrpe.res the rate ot dividend eamings plus the 

rate ot increase in market value during each ot the seven most recent 

fiscal yea.rs on tunds invested at the beginning ot sucll years tor the 

Institute's camnon stock investments and for CREF. The basis ot cal• 

oulation of these rates is described below. 

Por the Institute, the net emount ot new money invested in the camnon 

stock pol"tf olio each year was determined. In all but two recent years 

(1955-56 and 1956-57) this amount has been negative. The market value 

ot the portf'ollo at the end ot the year was then adjusted on the assump-

tion that this net amount was deposited in or withdrawn from the port- ' 

:tolio just atter the end ot the year. The desired rate was obtained by , 

dividing the sum of the ccmnon stock dividends and the adjusted increase 

in market value during the year by the market value e.t the beginning of 

the year. As an example, the calculation of the rate tor the fiscal 

year ending June 30, 1960 is shown below. 

Book amount of sales of common stocks (Sch I) 
Profit on sales of camnon stocks (Sch I) 
Market value of ccmnon stocks sold 
Market value ot CClllDOll stocks acquired (Sch I) 
Net amount w1 thdra.\m during year f'rom common 

stock portf'ollo 
Market value of common stoclalat end of year (Sch I) 
Adjusted market value of comnon stocks at 

end ot year 
Market .value o:f ccmnon stocks at beginning ot year 
Adjusted increase in market value of ccmnon stock 

during the year 
Dividends on camnon stocks {eat. from Exhibit D 

and Schedule I) 

Rate • 5fil,828 • 840,282 : -l.l~ 
22,004,400 

$ 668,997 
2,,003,253 
2,672,250 
2,331,810 

34o,44o 
20,823,678 

21,164,118 
22,004,4oo 

840,282 

$ 587,828 
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From CREF we obtained inf'ormation as to the number of accumulation 

units resulting at the end ot each fiscal year from 100 units pur-

chased on June 30, 1953 and as to the value of an accumulation unit 

at the end of each year. Since dividend earnings are reflected in 

additional units while changes in market value are reflected in changes 

in the unit value,we were able to derive from this information rates 

which are comparable to those obtained for the Institute. For example, 

the number of units on June 30, 1959 would be ,121.39. Based on the 

unit value of $26.07, the accumulation would be worth l.21.39 x $26.07 

or $3,164.65. On June 30, 1960, the number of units would be 124.24, 

the unit value $27.24 and the accumulation worth 124.24 x $27.24 or 

$3,384.21. Thus the CREF rate comparable to the Institute•s - 1.1~ 

is 3,384.21 - 3,164.65 or 6.9{o. 
3,164.65 

From Exhibit V it is apparent that CREF's results have been more 

favorable than the Institute ' s in five out of the seven years and 

over the whole seven year period have been better by more than one 

fifth. 

C • Morta.li ty Provision 

TIAA retirement plans covering 112,000 lives and CREF with ·72,879 

participants are able to take fUlJ. advantage of mortality risk 

pooling. Thus if the Institute provides its payments to inactive 

members on an insured basis, the cost to the Institute will be based 

on the average mortality experience of large mmibers of lives. If 
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the Institute•s 'faculty members live beyond their lite expectancies, 

the extra cost will simpzy balance the savings realized by TIAA-CREF 

when the members of some other educational insti tut.ion fail to live 

out their full expectancies. 

It the Institute decides to :provide salary pa\Ymf!nts to inactive members 

through earmarking pa.rt of its endowment fund it JIDlSt consider the 

possibility that its members ma;y ex,perience greater than average 

longevity. To appreciate this tully, some examples may prove helptul. 

Suppose the Institute at some time bad onl;y 5 inactive members. To 

sinij>lif'y the calculations, assume each is aged 70. The reserw required 

by TIAA {or a.ey other institution With a suf'ficiently large pool ot 

covered lives) to provide payments of $22,500 to es.ch of the 5 men for 

life is about $1,0001000. However, if no pooling is underte.ken, the 

cost of providing the beneti ts may vary widely from this figure. There 

is a lfYfo chance that it will exceed $1,310,000* and a 11' chance that 

it Will exceed $1,570,000. If there were 10 men instead of 5, the 

reserve required with pool1Dg would be a.bout $2,000,000. Without 

pooling there is a. l~ chance that the cost of the benefits would exceed 

$2,44o,ooo and a l'/> chance it would exceed $2,,8oo,ooo. Variations ot 

this magnitude could have serious implications tor a program of level 

salaries for life adopted on the assunwtion of average mortality. 

* Computations based on Tranaactions of the Actuarial Society of 

America, Volume XX.XIV pee;e 24o. 
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v. Recanmendations 

A. Pemanent Faculty:_ Members 

Fran the results of the ccmpe.risons made in Section IV, it seema more 

advantageous for the Institute to continue making contributions to TIAA-CREF 

than to retain in its endow:ment f'und the amounts required to provide salary 

payments to inactive members. 

If TIAA-CREF is to continue as the Institute's f'unding medillll, it seems 

advisable that its recamnende.tions be obtained before a new plan is 

adopted. As pa.rt of the preparation for this report e. discussion was held, 

with Messrs. Donald Hopkins and George Ha.rrison. These gentlemen appreciate 

the unusual character of the Institute and vould undoubtedly W r:st great 

assistance in designing a. specific program for the Institute once the 

Trustees have made a general decision as to the level of coat which the 

Institute can support. 

The principal questions for t.'le Trustees to consider might be fomulated 

as :follows: Is a :program of level lifetime salaries involving the costs 

outlined in Section III B above feasible for the Institute? It not, 

approximately what level of additional level cost can be supported? What 

relative emphasis should be given to benefits for (1) aged members, (2) 

disabled members and (3) member's widows? Canments on these questions 

are g1 ven be low. 
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Even if it shouJ.d be decided that the cost of level salary payments for 

life is prohibitive, there are many different ways in which the plan couJ.d 

be improved at moderate cost. One of the most obvious of such improvements 

wouJ.d be an increase in the minimum income objective above its present 

level of $10,000. As noted in Section II, the amount contributed by the 

Institute during fiscal 1960-61 to provide tor this minimum was onl.y 

$10,921 or 2.'i$ of the total salary paid to faculty members. Furthermore 

only ten of the present twenty-two members are expected to benefit from 

this minimum. 

A different type of liberalization would be the adoption of a pl.an to 

provide benefits to members in the event of total and permanent disability 

ora pla.n of graded group life insurance which would supplement the return 

ot TIAA-CREF annuity contributions to provide a satisfactory level ot in­

cane to the widows of members who die at relatively low ages. Each of 

these plans has much to rec011111end it. 

In the estimate in Section III B of the cost of providing level li:feti.Jne 

salaries no direct recognition was given to the possibility of total and 

permanent disability at lov ages. It was simply assumed that the average 

age at which a member would become inactive would be 70. Since the value 

or level lifetime salary payments of $22,500 to a disabled man age 45 is 

about $2501 000, it is unsafe (in a smaJ.l group such as the Institute's 

permanent faculty) to rely on the expectation that some members may con­

tinue active at ages beyond 70 to offset the extra costs which would be 

incurred if one or two members became inactive at an early age through 
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total and permanent disability. A total disability benefit insurance :pro­

gram, such as that provided by TIAA, would allow the Institute to average 

its experience with those of many other groups. I:f' a. member became totally 

disabled he would receive a monthly income :f'ran TIAA until the earlier o'! 

recovery or age 65 and both his own and the Institute's contributions tor 

his TIAA-CREF annuity (up to a me.x:1mum monthly limit) would be waived 

during the same period. At age 65, the annuity which could be provided by 

his TIAA-CREF acctmrUlation would be paid to him. 

Under the graded group life insurance program offered by TIAA, level in­

surance in an amount such as $20,000 would be proVided up to age 50 With 

a decrease of approximately $1,000 at each subsequent age until a level 

minimum of $2, 000 applicable at ages 68 and over is reached. While the 

combination of this benefit with that provided in connection with the TIAA­

C.REF annuity contracts would not continue a specific proportion of the 

member's salary to his W1dow,1t does provide a reasonable pattern of pro­

tection at a reasonable cost. The cost is controlled in two ways: (1) 

the provision ot sma.ller amounts of group in.surance at ages where mor­

tall ty rates are higher and (2) the use of a t1xed schedule of benefits 

which reduces aCm:l.nistrative detail. 

If it is decided to adopt a program (if level se.J.aries tor lite, certain 

difficulties .may be encountered in the use of TIAA-CREF annuities to 

proVide s&lary payments to inactive members. Same ot these are listed 

below: 

1. TIAA-CREF underwriting rules require policies for taculty members to 

be wholly vested in the msber (except in the case ot additional. 
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policies purchased to bring benefits up to a minimum such a.a the 

Institute's present $10,000). Among the member's vested rights are 

a. the choice of the date on which his annuity is to comnence, 

b. the election of la.st survivor and other options, and 

c. the choice of using his CREF accumulation to purchase a variable 

annuity or a fixed dollar annuity. 

In theory, each of these rights could inter:t'ere with the operation of 

the program, however little difficulty would probably be experienced 

in practice. By tenninating di1•ect salary payments at the earlier of 

(1) age 70 and (2) the date the member elects to receive his annuity, 

the Institute can establish a strong incentive tor the member to 

choose age 70 as the starting date for his annuity. In view of the 

considerations in Section III c, it seems advisable that the election 

of last survivor options should be encouraged rather than discouraged. 

Similarly, persuasive arguments can be advanced for allowing a member 

to elect to receive a variable annuity in his inactive years even 

though the resulting payments would not be identical in amount to the 

salary payments received during bis active years. One method of 

obtaining a reasonable balance between payments during active and 

inactive years is to d1v1de all contributions equally between TIAA and 

CREF with the stipulation that the contributions be su:f'ficient to pro­

vide a level salary for life on the assumption that all premiums are 

allocated to TIAA. This recoomendation is can.parable to one made by 

Mr. Hopkins for redefining the current $10, 000 minimum in a memorandum 

sent to the Institute on April 5, 1961 • 
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2. The costs computed in Section III B assume the total accrued liability 

will be funded in level installments over a period of' 20 years. Because 

of the nature of TIAA·CREF'e policies, it may be necessary to fund the 

accrued liability associated with each individual over his remaining 

active years. Since this period woul.d. be extremely short for those 

members now approaching age 70, it might be necessary to adopt a 

"retirement age 11 later than 70 for these members in order to keep the 

cost down to a reasonable level in the next few years. 

Despite these considerations, continued participation in TIAA-CREF is 

recomnended. Its excellent investment performance, its opportunities for , 

pooling mo·rtality risks and its ability to guarantee benefits to faculty 
1 

members and their dependents seem to be su:f':ficiently important advantages · 

to outweigh the respects in which the provisions of its contracts conflict 

with the objectives of the Institute. 

B. Non-Faculty Employees 

As noted in section II, the cost to the Institute of the present plan for 

non-faculty employees represents 11.3~ of payroll while the cost to the 

Institute of the present plan for faculty members represents onl.y 7.1~ of 

payroll. As will be seen f'ran Exhibit II, the benefits provided to an 

employee with 35 years service a.t age 65 under this plan :plus Social 

Security result in continuation of a substantial proportion of average 

pay. Thus the retirement plan for these employees seems to require no 
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imnediate attention except to change the "earnings breaking point" as 

recoimnended in Section I and to make sure that all employees eligible to 

contribute are made aware of the advantages of doing so. If it should 

subsequently be decided to continue the faculty plan on the basis of 

voluntary contributions matched by the Institute but to increase the 

percentage which may be contributed, consideration should then be given 

to making a similar increase in the percentage for non-faculty employees. 

If it is decided to adopt either a plan of disability benefits or a plan 

of graded group life insurance benefits for faculty employees, it would 

seem desirable also to introduce such a plan for non-faculty employees. 

Board of Trustees Records: Committee Files: Box 3: Pension Committee 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



.: 

......_,. 

Exhibit I 

Ill. SUMMARY OF PROVISIONS OF PROPOSED PENSION PROGRAM 

A. FOR FACULTY 

1. Effective Date 

July 1, 1957. 

Z. Eligibility 

Compulsory for faculty members. 

3. Normal Retirement Date 

June ·30 coinciding with or next following the 10th birthday. 

4. Contributions 

Faculty: S percent of aalary to retirement. 

Institute: Matches member's contribution and is allocated 

to C.R.EF. 

5. Benefits 

Normal: TIAA-CREF annuities provided with joint contribution•. 

Minimum: $10, 000 per year, including all benefits under 

TIAA-CREF and primary federal old age benefits, reduced one-fifteenth 

for each year over age 55 at entry into plan. 

6. Vesting 

Fully vested as purchased. 

7. Options 

As available under TIAA-CREF contracts • 
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B. FOR NONFACULTY 

1. Effective Date 

July l, 1957. 

Z. Eligibility 

Employees aged 30 or over after two or more years of service. 

3. Normal Retirement Date 

Fir st of the month following 6 Sth birthday. 

4. Contributions 

Employees: May elect to contribute S percent of annual 

earnings in excess of $4, ZOO (minimum $1 per month). 

Institute: Entire cost of penaions on first $4, 200 of employee'• 

annual earninas and matches employee'• contribution on earnings in excess 

of $4, 200 per year. The contributions are allocated SO percent to CR.EF. 

5. Benefits 

Past Service: 1 percent of first $4, 200 of annual earnings on 

July 1, 1957, for each year of service to July 1, 1957, excluding service 

before age 30 and first two years of service. 

Future Service: l percent of first $4, 200 of annual earnings 

for each year of participation plus TIAA-CREF annuities purchased on 

earnings in excess of $4, 200 per year • 
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6. Vestin1 

Fully vested after five years of participation in the plan. 

Annuities may be repurchased if in force for less than five years, or have a 

repurchase value of less than $2, 000. 

7. Options 

Ae available under TIAA-CREF contracts • 
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EJ:hibit II 

IV. COMMENTS ON THE PROPOSED PENSION PROGRAM 

A. PARTICIPATION IN COST 

l. Faculty Members 

The proposed pension plan for faculty members provides for 

continued faculty participation in the coat. This is customary in the large 

majority of university retirement plana. The cost of any supplement to 

provide the specified minimum retirement benefit would be paid for annually 

entirely by the Institute through TIAA-CREF. 

2. Nonfaculty Empl<>tees 

The proposed pension plan for nonfaculty employees does not 

provide for employee participation in the cost of the basic benefit• com­

puted on the first $4, 200 of annual pay. It also may be noted that $4, 200 

is the maximum annual pay for purposes of OASI. On that portion of 

annual pay in excess of $4, 200 the employee may elect to contribute S per­

cent and the Institute then would match his contributions. 

The propoaed basic noncontributory pension plan for non­

faculty employees a111ures automatic pension coverage of all permanent 

employees. This eliminates the problem the Institute otherwise would 

have had to face for employees reaching retirement age who would not 

have participated in a contributory plan because they felt they could not 

afford to contribute. In addition, most plans demanded by unions are 
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noncontributory and the trend in induetry ia to noncontributory pension•, 

especially on the firet $4. ZOO of annual pay. It may also be noted that 

Princeton University ha.a a noncontributory retirement plan for ita non­

faculty employees. 

We recommend that the contributions of faculty member• 

and other pa.rticipants always be allocated to TIAA and that the In1titute•1 

contributions be allocated to CREF in such a way as to assure that the 

combined sum will always be evenly divided between the two. This would 

provide a hedge against inflation as well as easy administration. 

B. NORMAL RETmEMENT DATE 

1. Faculty Members 

The proposed normal retirement date of June 30 coinciding 

with or next following the 10th birthday seems appropriate for the faculty 

members of the Institute. It may be noted that the 1950 Committee on 

Academic Retirement of the American Association of University Professors 

and the Association of American Colleges suggests that age 65 ia too early 

for a compulsory retirement age for profeseors. 

z. Nonfaculty Employees 

The proposed normal retirement date of the first of the month 

following the 65th birthday for non!aculty employee• teems desirable. It 

adheres to the retirement age when maximum primary federal old age bene­

fits can begin and is generally the accepted normal retirement age in 

Board of Trustees Records: Committee Files: Box 3: Pension Committee 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



...__, 

industrial pension plans. Later or deferred retirement would be possible, 

with the consent 0£ the Institute, subject to annual review. 

C. EARLY RETIREMENT 

A minimum age for early retirement need not be stated for 

either group if retirement benefits are provided under the proposed annuity 

contracts of TIAA and CREF. Under these contracts the full accumulation 

may be settled as retirement income at any time after premiums cease. 

li a participant becomes disabled, he may ask that annuity payments begin 

at once. Payments at an early retirement age are smaller due to the 

earlier pay-out and the loss of future premiums that otherwise would have 

been paid in • 

D. FORM OF ANNUITY 

The T lAA-CR EF contracts provide that in the event of a 

participant's death prior to retirement the accumulated value of the con­

tracts will be paid to the participant's beneficiary. At retirement the 

participant may elect various annuity settlement options, including one 

which could provide for his wi!e. 

E. VESTING 

Faculty members are fully vested each year with respect to 

the retirement income that has been purchased by the premiums paid. 

Nonfaculty employees are fully vested each year with respect to the retire· 

mcnt income that has been purchased by the premiums paid after they have 
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participated in the plan for five years. In the event of the termination of 

employment of a nonfaculty participant before the contracts have been in 

force five years, the annuity contracts are 11repurchased11 and cancelled 

with the accumulation paid to the Institute, provided the participant is not 

transferring to an institution having a TIAA plan. Of course, any partici­

pants who voluntarily contribute would receive theiX: proportionate share 

o! the accumulation. 

Since the eligibility requirement for participation of nonf'aculty 

employees is age 30 and two years of service, vesting could not be achieved 

until after seven years of service and the attainment of age 35. The Institute, 

therefore, would be vesting retirement income only in the nonfaculty 

employees whom it considers career personnel. The guarantee of fully 

vested retirement benefits is an inducement to the thoughtful employee. 

Of importance, also, is the fact that vested retirement benefits can ease 

the termination of employees should the Institute feel such action is 

advisable. 

F. BENEFIT ADEQUACY 

l. Faculty 

Faculty members hired be!ore age 55 will be assured of a 

reasonable retirement income through the minimum guarantee of $10, 000 

of retirement income at age 70, including all TIAA-CREF benefits regard­

less of source and including primary federal old age benefits. Faculty 

members hired after age 55 will also be assured of the same minimum 
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pension of $10, 000, reduced, however, by one-fifteenth for each year they 

are over age 55 at the time of employment. 

2. Nonfaculty Employees 

The plan essentially is designed to provide a pension benefit 

of about Z percent of avera&e annu&l pay \:.p to $4, 200, including primary 

federal old age benefit&, for each year of Ge .~vice after the first two years 

and after age 30. In broad terins, primary faderal old age benefits equal 

about l percent of the average annual pay to $4, ZOO, and the benefit provided 
35 

under the plan equals 1 percent. An employee with .>ryears of service at 

age 65 might expect a benefit on the basis of his average annual pay as 

follows: 

Percent of 
Average TIAA· Primary Total Average 

Annual Pay CREF FOAB Annual Pay 

$1,800 $ 630 $ ¢ lP' $v,.rsZ '1. Sob ~ i'l· 7 t. 
2,400 840 ~1,oos ~ L~t.t8 K;3 71· 6 

3,000 1, 050 ~1,11..(0 ~ ~. 1<rci ~ '73 (J 

3,600 1, Z60 ~· 1; lGO ~ ~.$~() ~ ((.) . (.) 

4,000 1,400 ~1·3~l .. ~ ~;14 '1 ~ ,8 b 

For career non.faculty employees earning more than $4, 200 

annually, the voluntary 5 percent contribution, matched by the Institute, 

should approximate 1 percent of average annual pay in excess of $4, 200 
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for each year of participation. This would depend on dividends as well 

as the employee's age when contributions are made. 

Since one-half of the pension benefits would be purchased under 

TIAA contracts and the other half under CREF, it would be desirable to 

specify that guaranteed benefits accrue only t:nder TIAA and that the CREF 

benefits may vary as provided under the CR EF contracts. 

The following tabulation shows the minimum monthly life 

annuity that would be purchased under TIAA by $1 from entry age to age 65: 

Age When Monthly Annuity Payable at Age 65 
Contributions 

Commence Males Females 
-

30 $3.82 $3.20 

35 '.). 07 z.ss 

40 Z.41 2.02 

45 1. 82 l. 52 

so 1. 28 1.08 

55 0.81 o.68 

60 0.38 0.32 

For example: If a male employee earns $400 per month and chooses to 
contribute. his contribution would be 5 percent of $50 or $2. 50 per month, 
and the Institute would contribute the same amount making a total of $5. 
If the employee started to contribute at age 35t he would receive not less 
than $15. 35 ($3. 07 XS) per month for life. 

In connection with the proposed plan for nonfaculty employees, 

it is suggested that the annual earnings breaking point of $4, 200 be expressed 
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as the maximum amount of annual earnings credited for OASI benefits, 

in order to provide for automatic adjustment of the plan, without formal 

amendment, to any subsequent change in the social security maximum 

earnings base. 
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EXHIBIT I!Ia 

Present 
Arrange­
ments 

1. Amount Paid to Ea.ch Permanent Faculty Member 

a. Prior to Age 70 
Gross S&lary $22,500 
Pension Contribution 

~ Net Salary , 
b. After Age 70 TIAA-CREF 

Pension* 

2. Total AnmJal Coat to Inati tute 

a. Gross Sala.r,y to Active Members $5ai?,500 . 
b. Contribution to CREF by 

Institute (l96o-6l) 35,821 
c. IBvel annual. contribution 

required 1"rolll age 41 (Mt.th 
and ~sics) or 51 (Bistoey) 
to age 70 -

d. AdditioD&l. anmiaJ contribution 
required tor 20 yea.rs to fwld 
accrued liability tor current 
members -

e. Total $538,321 

Alternative Progrsma ot 
~vel saJ.aries for Lite 

A B 

$22,500 $21,375 

$22,500 $21,375 

22,500 21,375 

$502,500 $477,375 

- -
130,433 123,911 

53,600 
$686,533 

48,4oo 
$649,686 

3. Total Anmial. Coat to Institute Expressed as a Percenta&e ot CUrrent Gross 
Sal.a.ry to Active Members ($5021 500) 107.1~ 136.$ 129.~ 

* M:l.nilmm $10,000 tor members appointed up to age 55 
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EXHIBIT IIIb 
(ill Values as or J'Ul.y l, 1961.) 

Single Contributim Eetillated Value of Level 
Age Required toPrmde Total Contribution of 

Heare at Salary Payments ot Accumulation "' 300* (Math) 
Birthday $22,,00* per 1ear Held By or i6 ,600 (History) 

Member Jul7 l, 1961. Fram J.ge 70 Tiil-CREF per year to age 70. 
(1) (2) (3) 

Oppenheimer* S7 11.77 ,800 $51,200 t58,500 
Jlorae 69 204,800 70,900 4,200 
Panoteq 69 204,600 86,900 8,400 
lCantorowios 66 184 000 

147;200 
21, 700 31,900 

41.fol di*"* 
Meritt 
Kennan 
Cherma• 
~isa 

Beurl.ing 
Godel 
Weil 
Thompsm 
Whitney 
Stromgren 
Mor:itgcmery 
Selberg 
Pais 
Yang 
Borel 
Dyecm 
Lee 

66 12~00 ll.,900 
62 159,SOO 8'0,500 59~00 
57 133,300 20,300 87,700 
57 133,300 41. '700 87,700 
57 1.33,300 29,300 87,700 
56 128 ,600 22,500 46,400 
55 124,200 27,100 48,800 
55 124,200 26,500 48,800 
55 124,200 39,700 97,700 
54 ll9, 700 39,700 51,200 
53 115,500 21,700 53,W>o 
52 lll,$00 21. ,400 55,600 
44 83,600 20,500 70,200 
43 80,700 9,000 71, 700 
39 69,900 20,400 77,300 
38 67,400 9~00 78,500 
38 67,l&OO 8,400 78,500 
35 60,$00 13 ,200 82,000 

2,755,4oo 693,600 1,317,200 

* Sel&ey' is $30 ,000; level contribution $5, 733. 
** Sal.&rT reduced to $18,ooo at aae 70 to retlect &g"e at appointment; 

level contribution is $8,600 
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Net yield on Net yield on permanent investments 
permanent acquired by TIAA during 

investments corresponding ;eeriod·lC· 
Fiscal Year in bonds acquired 

ending by the Institute Toto.l 
Jtme 30 durin~ fiscal ~ear Bonds Onlv Mortgages Onl~ Investments 

1953 3.(j{o 4.0% 4.~ 4.1% 
1954 5.1 3.8 !~. 3 4.1 
1955 3.2 3. (' 4.5 4.1 
2956 3.4 l~. 0 4.6 li .4 
1957 5.5 4.5 5.0 4.8 
1958 3.1 4.9 5.4 5.1 
1959 3.6 5.2 5.7 ~.4 
1960 5.0 5.6 6.o 5.7 
1961 4.7 5. 'T 6.1 5.8 ' 

. ..__... * Approx:i.mated from resu.lts :furnished on a calendar year basis by TIAA. 
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11acal Year 
Ending 
June .lQ_ 

1954 
1955 
1956 
1957 
1958 
1959 
1960 

7-1-56 - 6-30-6o 

EXJUBl'? v 

P.ate ot d1v1dend earnings plua rate ot increase 
in market value dllr1ng period ao tun4a invested 

at beginn~ p_eriod. 

Inatitute's Ccmnon College Retirement 
Stock Investments Equ:ttiee Fund ( CRIJ'J 

Z'{.fil, 
39.4 

39.1~ 
4o.4 

20.3 i9.1 13.l 5. 
-2.3 -0.3 
26.9 35.7 
-1.1 6.9 

196 •• 257.~ 

Basis ot calculation described in section IV B ot Report. 
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EXHIBIT VI 

Tax Considerations 

In 1'::154 the Internal. Revenue Code granted special tax advantages to 

two groups ot employee retirement plans: 

(1) those which meet the requirements ot section 401 (a) of the 

1954 Internal Revenue Code, hereina:f'ter re:rerred to as 

"qualified plans, 11 and 

(2) those which do not meet such requirements, 1.e., "non­

qualified plans," but are mintained by organizations, such 

as the Institute, which are tax exempt under section 501 (c)(3) 

ot the Code. It is probable that the Internal Revenue Service 

would consider the Institute's proposed "salary continuance" 

program as a nonqualit'ied plan. 

Naturally, when an employer ie tax exempt the only relevant. retirement 

tax advantages are those which will benefit its employees. Nonqualif'i.ed 

plans ot 501 (c)(3) organizations enjoy five of the six important tax 

advantages granted to qualified plans. These f'ive advantages are 

listed below: 

(l.) Interest earned on tun.de held under the retirement plan 

is exempt from tax until paid out in the t'orm of plan 

benefits. 

(2) Employer contributions are excludable from the employees' 

current gross incomes until the employees receive such 

contributions as plan benefits. 
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(3) The tirst $5,000 ot employer provided death benefits under 

the plan would generally be excluda.ble from the beneficiary's 

gross income, if the death benefit is paid in a lump sum. 

(4) 'lhe employer provided portion ot the death benefit paid under 

the plan would be excludable from the employee's estate tor 

estate tax purposes, provided an employee's estate is not 

Damed beneficiary of' the death benefit payable on his behalf. 

(5) Special gif't tax treatment is available if an employee makes 

an irrevocable election of a joint and survivor option. 

The first advantage listed applies equally to qualii"'ied a.nd nonqualltied 

plans of 501 ( c}(3) orge.n.1.zations, but pe.rtici:pe.nts under the latter 

plans enjoy the remining tour advantages only to the extent that the 

employer contributions involved in the particular transaction were 

excludable from an employee's current gross income under the "2~ 

exclusion allowance" described in section 4o3 (b) of the Code. This 

"exclusion allowance" permits an employee covered under the nonqualif'ied 

plan of a 501 (c)(3) or~Dization to exclude from hie current gross 

income for any tax year the portion of such organization's contributions on 

his behalf during such year which does not exceed the difference 

between: 

(a) the product of 20'f, of suc.h employee's earnings for the year 

times his years of service With the or~ze.tion, minus 

(b) the total of' any prior plan cont r ibutions by the orga.n.ization on 

such employee's beha.l.f which were exclude.ble from hie gross 

income. 
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The one advanta.ge participants under a qualified plan enjoy which is 

not extended to nonqua.lified plans of 501 (c)(3) organizations is that 

lump sum termination, retirement and death be.ner1 ta pa.id under 

qualified plans may be treated as long term capital gains provided 

that at the time such distributions are nade they represent the total 

a.mounts payable on an employee's or deceased employee's behalf. 

Naturally, 1 t would be preferable to have the Institute.' a "salary 

continuance" pl.an :for perm.neat f'aculty members considered aa a 

qualified plan Wlder the Code so that the 112\f/o exclusion allowance" 

limitation would not apply and, where appropriate, members and their 

beneficiaries could treat lump sum plan distributions as long term 

capital gains for income tax purposes. However, since the Institute' s 

plan would benefit onl.y its faculty, and not the non-faculty employees, 

it my not qualify under section 401 (a) of the Code. In this event, 

the Institute should make certain tha.t the Interna.l Revenue Service 

will consider the plan a nonqualif'ied annuity pl.an of' a 501 (c) (3 ) 

organization, as described in section 4o3(b) of the Code. To be ao 

considered the "salary continuance" plan should be described in a 

written instrument whi ch i s communicated t o facult y members and shoul.d 

provide for the purchase of annuities for faculty members. 

Regardless of the type plan the Institute adopts for its peI'118llent 

faculty members, we believe it should have its counsel look into the 

Possible advantages to be gained by having the Institute make all 
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contributions required under the plan or plans tor faculty and non­

faculty employees. Thie increase in the Institute's contributione 

could be accomplished at no additional coat to the Institute it the 

employees agree to reductions in their earnings equal to the increase 

in the Institute's plan contributions on their behalf' to cover contri­

butions formerly nade by them. For example, the Institute could agree 

to increase its contributions by 5~ of each employee's earnings in 

return tor such employee's agreement to have his earnings and any 

tuture increments in earnings reduced by 5'1>. We understand that the 

Internal Revenue Service Will permit an additional employer contri­

bution under this type of arrangement to be considered ae employer 

contributions (rather than contributions which had been constructively 

received by the employees and consequently are includable in their 

current gross incomes) under nonqualif'ied pl&na of 501 (c)(3) 

organizations, but are not sure whether a similar arrangement under a 

qualified plan would also be so treated. The effect of' this arrangement 

is to use employer "pre-tax" dollara rather than employee "afier tax" 

dollars to t'und the portion of the cost of the retirement plan which is 

to be borne by employees. 

As you rf'.alize, the Prudential, being a corporation, is not permitted 

to practice law. The toregoing diacuseion, therefore, should not be 

construed ae legal advice or a proteaeional interpretation ot the 

applicable lava, which must be sought 1"rom the Institute'a legal 

counsel. It ahould also be realized tbat our discussion is rather 
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general and is necessarily based on tax laws and interpre.tations to 

the present date, so that we rray have overlooked some special ta.x 

considerations which might be relevant to the type ot retirement plan 

which the Institute actually adopts f'or its :faculty members • 
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COMPARISON OF ANNUAL OlITLAYS REQUIP.ED TO PRCWIDE MINIMUM PENSICNS USIBG TIAA AND PURE RES~S FOR FACULTY, JULY 1, 1957 

INSTITUTE FOR ADVANCED STUDY 

Age as of 
Date of Present Annual Pension Supplement TlAA Annual Annual Payment 

Name July, 1957 Employ- Annual Premium at Age 70, to Prorlde Premi:1111c to Pttr- t.o Trust to Pro-

Yrs. Mos. ment (Ccmbined) Including OASia Minimum Pension b chase Suppl•ent vide Supplement 

(l) (2) (3) (4) (S) (6) (7) 

61 10 7/55 $ 1,800.00 $ J,195.36 
. 

foldi, A .•.......•... .. . . . . 
urlin,P:, A.K.A ........ 52 4 7/54 1,800.00 5,803.80 $ 4,196.20 $ 2,019.48 $ 1,276.)7 

-ch Prniss, H.F .......... SJ J 7/48 2,146.32 8,685.12 1,314.88 677.88 431.75 
s,,n, F.J ............. . . .. 7/53 1,800.00 13,~.12 .. .. . . 
del, K.F .••...••••.•• 51 2 7/53 l,IJ00.00 7 ,496.64 2, 503,36 1,109.76 686.)6 

ntorCllfics, E.H.d •••.• 62 1 7/51 1,800.00 4,056.00 1,944.00 · , 2,436.0J 1,974.81 
nnan, G.F.e ..... ..... 53 4 1/ .-.6 1, l300.00 5,154.72 4,845.28 2,51).16 1,603.01 
rritt, B.D ........... .. . . 7/.35 .1. ,500.00 15,626.64 .. . . 
ntgomery, D. . .•..•••• 47 9 7/51 1,800.00 9,909.12 90.88 32.28 19.26 
rse, M.H •.•••...••.•• .. . . 7/35 1,500.00 11,264. 52 .. . . . . 

.,,.. 

nofsky, E ............ 65 3 7/35 l,'337.32 8,539.08 1,460.92 3,204.00 2,388.74 
lberg, A •••..•..••.•. . . . . 7/51 l,'300.00 11,376.00 . . . . . . 
anpson, H. A. .. ....... 50 9 7/47 1, 500.00 9,361.68 6)'J.32 275,04 168.12 
itney, H ............. 50 3 7/52 l,q()().00 10,964.76 .. . . . . 
ng, C.N .............. .. . . 7/55 l,'300.00 IJ,o64.16 . . .. . . 

.,,, 

'penhei.Jn<'r, R. f ..• ••. . 53 3 <3/47 2,500.00 9,848.28 2,151. 72 '/.... 1,101.84 704.69 
i~, A •••.• •..•.••• .•• 39 .. 7/51 l,'300.00 9,4~1.20 518.80 114.24 60.97 ~· 

Total (17 emnloyees) .. . . . . 
a 

OASI a~sUllled to be $1,302 per year. 
b 

$.30,783.64 .. $19,664.)6 $13,4.8.3.71 $9,314.08 

TIAA benefits from all sources and OASI are recognized in detenai.ning the supplement to pronde the minimDI pensi011. 
c 

Paid monthly. 
d 

Minimum pension is $6,000 per year. 
e 
K1nimwa pension mily take account of a gOTernment pension of about $8,000 which would eliainate an:r supplementation. 

t 
As of July 1, 1957, a death benefit of $23,831.11 exists, which would prorlde $94.37 per month !or his widow; a single sum coat 

of $1o6,q24,69 would be needed to prorlde '405.63 per aonth, or the bal1L11ce o! $500 per aonth. 
As of July 1, 1973, a death benefit o! $86,571,34 would exist, 'llhich would prorlde $461.30 per aonth to widow; a single Slm cost 

of $7,572.32 would be needed to provide $)'3.70 per aonth or the bal1L11ce of $500 per aooth. 

"' \h)V.:- .~wJ-·j· ~ 
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C(J{P4RISON OF ANNUAL OUTLAYS REQUIRED TO PROVIDE KIHIMUM PE~SIONS USING TIAA AHD PURE RESERVES FCR FACULTY, JULI l, 1957 

Age as of Date of 
N•e July, 1957 Empl07-

Yrs. Mos. •ent 

(1) (2) 

Alfotrli, A •. . .... . .... 61 10 7/55 
9tl!Urli~, A.K.A •••.••• 52 4 7/54 
Ch~rni•a, H.P • ••• ••.•• 53 3 7/4~ 
l>y!IOn, F.J •••••••••••• .. .. 7/53 
Gotiel, K.F •••••••..••• 51 2 7/ 53 

ltantorowic1, E.H •••••• 62 1 7/51 
ltl!flnan, G. F. • ••••.•••• 5) 4 l/56 
MP.rritt, B.D ••••••••.• .. .. 7/ 35 
Mont~ry, D ••.•.•.•• 47 9 7/51 
llorse, M.H •••••••.•••• . . .. 7/35 

PanofPlc7, E ••• •••••••• 65 3 7/35 
Selb~, A ••• •• •• ••.•. .. . . 7/51 
Th.._,,!IOn, H. A. • ••••••• 50 9 7/47 
VbitlMIJ', H. • •••••••••• 50 3 7/52 
T~, C.R. • •••••••••.• .. .. 7/ 55 

OpOfmheimer, R.c •••••• 53 3 8/47 
Pail, A. . ••••••••••••• 39 .. 7/51 

Total (17 employees) .. . . . . 
a 

OASI ~·sUJIPd to be $1,302 per year. 
b 

Paid 11anthly. 
c 

Present 
Anmlal 
Premium 

(J) 

• 1,800.00 
1,800.00 
2,146.32 
1,800.00 
1,000.00 

1,000.00 
1,800.00 
1,500.00 
1,000.00 
1,500.00 

1,8)7.32 
1,000.00 
1,500.00 
1,000.00 
1,000.00 

2,500.00 
l,qo().OO 

130,783.64 

lllSTI'nJTE FCR ADVANCED STUDY 

Annual Pension at Supplaaent to ProTide 
Age 70 lnclwting OASl,a Minllmll Pension 

Recognising Recognizing 

Only TIAA ~ TIAA 
Benefits TUA Benefits TUA 
Accrued Benefits Accrued Benefits 
at the Frm All at tbe From All 

Institute Sources Institute Sources 

(4) (5) (6) (7) 

• ),195.36 • J,195.36 • 6,804.64 • 6,804.64 
5,803.80 5,803.80 4,196.20 4,196.2D 
8,685.12 '!,6g5.12 1,)14.88 1,314.88 

13,518.60 13.~.12 . . .. 
6,3J0.6o 7,496.64 3,669.40 2,50).36 

4,056.00 4,056.00 5,944.00 5,944.00 
5,154. 72 5,154.72 4,845.28 4,845.28 

1),510.08 15,626.64 . . . . 
8,182.92 9,909.12 1,817.08 90.88 

10,321.92 11,264.52 . . . . 
'!,539.08 '!,539.08 l,46o.92 l,46o.92 

11,051!. 36 11,376.oo . . . . 
8,217.6o 9,361.68 1,782.40 638.)2 
7,823.40 10,964.76 2,176.6o .. 

12,102.72 13,064.16 . . . . 
9,848. 26 9, 1!48. 21! 2,151. 72 2,151.72 
9,4!1.20 9,481.20 518.80 518.80 

. . . . $36,681.92 $30,469.00 

TUA Annual Pnmi-b 
Annul Pa,.ent to Trust to Purchase 

Benefits in- to PrOYide Benefits in-

Only TIAA Onl.)' TUA 
Benefits Tl.U Benefits TW 
Accrued Benefits Accrued Benefit. 
at the Frca All at the Fraa All 

Institute Sources Institute Soarcea 

(8) (9) (10) (11) 

• 8,238.24 • 8,238.24 • 6,617.6l:> • 6,617.60 
2,019.48 2,019.48 1,276.17 1,276.17 

677.88 677.!8 431.75 431.75 .. . . . . . . 
l,626.6o 1,109.76 993.67 686.)6 

7,448.76 7,448.76 6,038.20 6,0)8.20 
2,513.16 2,513.16 1,603.01 l,6o3.0l .. . . . . . . 

644.88 32.28 390.66 19.26 . . . . . . . . 
3,20/+.00 3,204.00 2,)88.74 2,388.74 . . . . . . .. 

767.76 275.04 482.67 168.12 
9()6.6o .. 531.44 .. . . . . .. . . 

1,101.84 1,101.84 704.69 704.69 
114.24 114.24 6o.97 60.97 

$29,263.44 $26, 7)4.68 $21,519.77 119,950.07 

,i; - 10 -

Aa of July 1, 1957, a death benefit of $23,831.11 exists, which woald proTide $94.37 per -th for his widow; a single BUil cOIJt of $106,824.69 
would be needed to prOYide $405.63 per llOrlt.b, or tbe balance of $500 per aontb. 

As of July l, 197),a death benefit of 186,571.)4 would mat, which would prOYide $461.JO per •onth to widow; a single lRlll cost of $'7,572.)2 
voald be n~ed to nroTide 13<!. 70 per •onth or the balance of $500 per iaonth. 
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ESTIMATED COSTS OF PROFOSED PENSION PROGRAM, JULY 1, 1957 

INSTITUTE OF ADVANCED STUDY 

-
TIAA Trusteed 

Item 
(IAS Only) (All Sources) (IAS Only) (All Sources) 

Faculty 
TI.AA •• •. • ••••••••• • •• • • $15,392 $15,392 $15,392 $15,392 
TIAA~additional ••••••• 29,263 26,735 21,519 19,995 

Total .......•......•• ::~44, 655 $42,127 ~p36, 911 !~35,387 
1.!:J (. 7 y I, ( 7V 

Nonfaculty-noncontributory 19,891 19,891 ~ l"5, e62 

Total ..•........... qj;64,546 $62,018 "5'" .:i'13 
~ ±,9T3r tJ../:44 '/ 

$ ' 

Nonfaculty-excess ••••••• 1,390 1,390 1,390 1,390 
' 

Total •••••••••••. ~?65, 936 ::?63,408 ~P53 ,36:3 $5i,8'9 
>"I 173 'l) '-1~7 

Pension roll ••••••••••••• 23,294 23,294 23, 294 23,294 

Grand Total •••••••••••••• $89,230 $86,702 ~7 $-7).,-±33 

1 !J' J...lo 1 . ?l7JJ.-

~~ ""~J ~ ?,J i, o/S) 

INDUSrRIAL RELAllONS COUNSI LORS SERV1C E, l~C., 1270 AVFNl'f OF IHP. AMERIC'AS, NFW YORK 
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SUMMARY OF PROVISIONS OF PROPOSED PENSION PROGRAM 
FOR FACULTY 

1. Effective Date 

July 1, 19 5 7. 

2. Eligibility 

Compulsory for faculty members. 

3... Normal Retirement Date 

~=~following 70th birthday. 

4. Contributions 

Faculty: 5 percent of salary to retirement. 

Institute: Matches member's contribution and is allocated 
to CREF. 

5. Benefits 

Normal: TIAA-CREF annuities provided with joint contributions. 

Minimum: $10, 000 per year, including benefits under TIAA­
CREF provided at the Institute and primary FOAB, reduced one-tenth for 
each year over 60 at entry into plan. 

6. Vesting 

Fully vested as purchased. 

7. Options 

As available under TIAA-CREF contract. 

l~DLSTRIAL RELATIONS COUNSFIORS SIRVIC [, INC .. 1270 AVFNUE OF fHE AMI RJCAS. NFW YORK 
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FOR NONF ACULTY 

l, Effective Date 

July 1, 1957. 

2. Eligibility 

Employees aged 30 or over after two or more years of service. 

3. Normal Retirement Date 

First of the month following 65th birthday. 

4. Contributions 

Employees: May elect to contribute 5 percent of annual 
earnings in excess of $4, 200 (minimum $1 per month). 

Institute: Entire cost of pensions an first $4, 200 of employee's 
annual earnings and matches employee's contribution on ea~ngs in excess ' 
of $4, 200 per year. The contributions are allocated 50 percent to CREF. 

5. Benefits 

Past Service: 1 percent of first $4, 200 of annual earnings on 
July 1, 1957, for each year of service to July 1, 1957, excluding service 
before age 30 and first two years of service, 

Future Service: 1 percent of first $4, 200 of annual earnings 
for each year of participation plus TIAA-CREF annuities purchased on 
earnings in excess of $4, 200 per y~ar. 

6. Vesting 

Fully vested after five years of participation in the plan. 
Annuities may be repurchased if in force for less than five years, or have 
a purchase value of less than $2, 000, 

7. Options 

As available under TIAA-CREF contracts. 

INDUSfRIAL RELATIONS COUNSFLOR'\ SERVKr. IT\IC', 1270 AVfNl'E OF 11m AMERICAS. NEW YORK 
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TABIE 1 

PRESENT PENSION ROLL 

INSTITUTE FOR ADVANCED STUDY 

Age as of July, 1957 
Single Premiuma Needed 

Benefit July 1, 1957, to Nam.9 (Yearly) Purchase Column 3 Years Months (Single Life Annuity) 

(1) (2) (3) (4) 

1. Bailey, Esther • 74 6 $ 600.00 $ 6,994.80 

2. Flexner, Abraham 90 7 12,000.00 68,880.00 

3. Harris, John ••• 75 3 1,000.00 8, 978. 72 

4. Lowe, E. A ••••• 77 8 1,618.48 13,107.64 

5. Swann, Nancy L. 76 4 874. 92 9,537.22 

6. Veblin, Oswald • 77 0 6,200.36 51,680.34 

7. Williams, Joseph 69 11 1,000.00 11,071.31 

Total ......... . . . . $23,293.76 $170,250.03 

a 
Single premium to purchase immediate annuity, no return at death, first 

payment July 1, 1957. 

' 

' 

INDUSTRIAL RELATIONS COUNSELORS SERVICE. INC., 1:?70 AVENUE OF THE AMC;RICAS. NFW YORK 

Board of Trustees Records: Committee Files: Box 3: Pension Committee 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



'>'; ~.1Jf :A~['-~~~ ~~~~· 
KWASHA, LIPTON 8' CLARK -I~ ~ 

Consulting Aduarlcs 

H. CHAR!'..ES ICWASHA. A.S.A. 
MAUntC:f:Z !". LtPTON, A.9.A. 
DONl\LD 0. CLARK, F'.IJl,J\, 

FlJllTY llltOADWAY 

Nl.W. YORJ,C A. N. Y. 

WHITIZHAU.A-09!50 .1011111 A.. CONHOft.B 

'\qS 

Mro Harold Fo Linder 
40 Wall Street 
New York 4, New York 

Dear Mro Linder: 

May 16$ 1957 

Re: Report on Pensions 
Institute for Advanced Study 

I have reviewed the papers which you sent me with yours of May 1. 1957 0 

including the report prepared by Industrial Relations Counselors Serv-

tee, Inco, all relating to the matter of a pension plan for faculty and 

non~faculty memb~rs of the Inetitut~ for Advanced Studyo The following 

are my recommendations which I have purposely kept to a minimum and made 

as brief as possible. Inasmuch as I do not have the detailed information 

68 to salaries 0 some ot r.iy coumenta may not b~ •?pllcab1.eo 

Item lo As between the plan ~or faculty members and that for non~faculty 

members, the Institute will contribute for future eervtce much 

more for the latter in relation to their payo For example, as 

stated in the report on page 16 at the bo~tom, a voluntary cona 

trlbution of 51. of pay, matched by the Institute. should epproxlo 

mate a benefit of 17. of aver£ge annual payo Since the latter ts 

exactly the benefit which ls being credited for future service to 

nonofaculty members on the part of their pay under $4 1 200 per 

annum, we can only assume that the cost thereof to the Institute 

h a full 101. of the annual pay up to $4 0 200 .. 
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Mro Harold F. Linder "" 2 .. May 16, 1957 

Th2 report is clear that on the part of pay over $4p200 per 

annum, the Institute contributes 5t of pay Q~ with the member 

contributing another 51.o 

Compare this with the faculty plan wherein the member contributes 

51. on all of his pay, both on the part under, as well as on the 

part over, $4,200 per annum, and the Institute likewise makes a 

contribution of 51.. Thus, on the first $4,200 of a member's pay 

tn each year, the Institute contributes 101. (approximately) for 

nonafaculty members and only 51. for faculty member•. 

It is true that faculty members are guaranteed a minimum benefit 

of $10,000 per year (inclusive of Federal Social Security benefits), 

but such minimum when related to the member's salary is probably 

no different proportionately than the amount which will be pro~ 

vidad for non- faculty members under the suggested plan (Which 

includes an allowance for a past service benefit) and Federal 

Social Security benefit•o 

One solution Would Simply be to have the nonofaculty member& 

contribute 51. of pay on all of their earnings. Considering the 

fact that the Institute, as I understand it, pays the member's 

contribution for Federal Social Security benefits, thus saving 

the member 2ol/2% of the first $4 0 200 of annual pay, bis effective 

contributions would be only 2~1/21. on that part of pay, as ccxn~ 

pared to employees in industry who are called upon to make their 

own Social Security contributlonso 
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Mro Harold Fo Linder t;"? 3 - May 16, 1957 

While it is tr.ue that most hourly rated employee& in industry 

are not required to contribute to pension plans, many plans for 

salaried employees do require contributions which range from 2 to 

31. of the first $4,200 of payo 

It might be well to bear in mind, also, that the non-contributory 

plans for hourly paid employees in industry do not contain the 

favorable death benefit features that are a part of the suggested 

programo 

Item 2. As to the $10,000 minimum pension for faculty membera 0 I pre-

sume that thia figure does not represent too hlgh a percentage of 

the compensation of the faculty members. Since the figure repre~ 

sents a mini111UM, I would expect that at best it would be no higher 

than 40i of compensationo Or, expressed another way, I assume that 

all of the faculty members are in receipt of compensation ln excess 

of $25 0000 per annumo If this is not the case, perbAps tt would 

be possible to establish the minimum as a percentage of the member's 

compensation, averaged during the entire period that he is wtth 

the Institute, or during a limited period prior to his retirementD 

I go along with the desirability of permitting faculty members 

to become members after the attainment of age 55 -· but with 

the l/15th reduction referred to in the plano The latter will have 

the effect of controlling the high coat of the minimum in the case 

of members taken on at the olde1· ages., 
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Mr~ Harold Fo Linder u 4 .. Moy 16. 1957 

Item 3,, The benefit formula for the non ... faculty plan is on the liberal 

Item So 

side for the part of pay under $4,200 per annum. especially 

if no employee contributions are being required ond if death 

benefits are being provideda I would expect to see a benefit 

more like 3/4 of 1% if a plan is non~contributory u• and even 

in that case. there would be no provision for the liberal 

death bene~it of the suggested piano Also. bear in mind that 

'he employee in industry would be making his required contri-

bution under the Social Security Act of 2ol/27. of the first 

$4,200 of annual paya 

l notice that the plan for nonofaculty ~embers counts benefits 

for future service on the port of pay over $4,200 per annum, 

whereasP for past service, benefits are limited to the first 

$4.200 of paya This is rather unusual, although probably not 

too important in the case at hand, if the amounts in excess of 

$4.2(ln are small o ~'->, 

It ls not too clear from the plan just what ~ould happen under 

the faculty plan tf part of the benefits were provided by 

CREFo Does lt mean that a member could receive more than a 

$10,000 pension? Or, 1f his contributions and the matching 

contributions of the Institute are not sufficient to provide 

the $10 0 000 minimum. even where such matching contributions are 

~
y.}-'<:00 invested in part I" CREF, 1Jlll the supplementnl l>eneflt• be 

~ ~ sufficient merely to brln3 the individual up to the $!0 0000 

,A..>\)- object1ve 0 or will the objective its;f have been increased 

~ ': 0 ~ . / < / 5' 
o~ 8\ . ..T ~~ ~-o--' ... </ -/ "' ~ 

,o 'Y • y.. ~ p ~-- / .. / ·. J.,. 
.:rr ~ '- -',..... ')-.. - ~ /_ ..:.f' ~ }' X' .s..µ ~'-<r ·,_y x_-o' ~o ~ f. ~ 
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Mr 0 Harold F., Linder .. 5 ~ May 16n 1957 

because contributions for the supplemental benefit have been 

invested in part ln CREF? If the former ls the case 9 then J' 
the member does not gatn through the investment in CREF and. 

insofar as the Institute is concernedp it is merely gambling ?;,: 
~~-that there will be inflation and that the cost for the suppli-ll_ 

~ mental benefit wtll be correspondingly reducedo 

Item 60 As to the method of funding, because of the small number of 

tndlviduals that are involved and because of the type of 

individuals (lo eot those who wtll likely have ToioAoAo and 

CREF contracts when they join the In~tttute) , we quite agree 

that the trust fund method of financing should not be consider.ede 

On the other hand, it does not necessar ily follow that all of 

the benefits need be funded by ToloAoAo and CREF contracts0 

Some consideration could well be given to a group annuity 

contract with an Insurance canpany to provide benefits for the 

non. ,faculty member plan and to provide the supplemental benefit 

unC:!er the faculty plane If this were done tt would be possible 

to provide pension benefits without corresponding death benefits; 

in that event, the cost for the plan would be reduced by the 

mortality discount even though the plan were still on an insured 

basisg It would then be possible for you to devise a plan for 

the non.faculty members wbtch would be more comparable to those 

being installed for industry in general oo ioe., with no death ,, 

benefit. Aleo, it would permit you to eliminate the death beneQ 

fit feature on the supplemental benefit for faculty members. The · 

ellmination of the death benefit feature should in both these 

instances result 1~ substantial savings under the plano_ 

~ 
l,~J' j . 
<L~? 

Board of Trustees Records: Committee Files: Box 3: Pension Committee 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



.. 
"' 

Mr 0 Harold Fo Linder "'6 ... May l6p 1957 

In conclusion, we would reconmend that the costs be explored of a plan 

for non~faculty manbe~s which would be financed on a group annuity baste 

providing for the same eligibility and retirement provisions as have been 

suggested in the IRC's report but where a benef lt percentage of 3/4 of l~ 

would be substituted for the 11. that had been suggested by IRC, with no 

contributions being required fr~ employees and with no death benefits 

being provided. (We presume that all menbers,either faculty or non-faculty, 

are covered under separate group insurance arrangements.) 

A• to the plan for faculty members, we go along with that suggested by 

IRC with the exception that the aupplemental benefits should be handled 

by means of the same group annuity contract which covers the non-faculty 

member•; thi• would mean that no death benefit• would be provided in con. _ ·~~, 

~ \t 
It 1• difficult to tell from the IRC report, just which rate basis of 

~J 
If the guaranteed rates '!--ToI.AoAo was used in arriving at the. quoted coats. 

were the ones which were used. then t would guess that the use of ~he group 

annuity contract to provide the suggested benefits for the non- faculty mem~ 

bera would have the effect of reducing the cost for that plan by approxi-

mately $10,000 to $12,000. 1 would guess that the cost for the plan for 

faculty members, if group annuities were used to provide the supplemental 

bene(its, would be reduced by approximately $5,000 to $6,000. 

In making this estimate we used the group annuity rates of the Bankers Life 

Insurance Company of De•Moinea, Iowa. 

If 1 can be of any further assistance to you in this matter, please do not 

hesitate to call on meo 
HCK:mh 
P.S.: The group annuity cost for the 

present pension roll i• approx. 
lmately $135,000o 

Sincerely your• 9 

KWASHA, LIPTON 6' CLARK 

w~~ 
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INTRODUCTION AND SUMMARY 

In accordance with the request of the Special Pension Com .. 

mittee of the Institute for Advanced Study, this report presents an outline 

of a recommended retirement program for both the faculty members and 

nonfaculty employees of the Institute. 

In summary, we recommend a basic noncontributory pension 

plan for nonfaculty employees covering annual pay up to $4, 200 combined 

with a voluntary contributory plan on earnings in excess of $4, 200. For 

faculty members, the proposed plan provides for them to continue to con-

tribute 5 percent of salary, matched by the Institute, and in addition it 

assures them a minimum annual retirement income of $10, 000 at age 70, 

including all benefits purchased through TIAA-CREF and primary federal 

old age benefits. 

In comparison with the present program, the annual cost of 

the recommended program is as follows: 

Present Plan 

$43,372 

Proposed Plan 

$73, 451 

Increase in Cost 

$30,079 

Section I of the report describes the present pension arrange-

ments. Section II deals with pension financing. The proposed pension 

program is outlined and discussed in Sections III and IV, and Section V 

presents the estimated annual outlay involved. 

l~D IO!'IS CO v 0 AV 0 A N 
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I. PRESENT ARRANGEMENTS FOR PROVIDING PENSIONS 

The Institute for Advanced Study (IAS) pays the entire cost of 

federal social security for both the faculty and nonfaculty staff. In 1934 

the Institute established a pension plan funded with Teachers Insurance 

and Annuity Association of America (TIAA) to provide pensions for the 

faculty and the nonfaculty staff. Participants earning over $7, 500 per 

year now contribute 5 percent of salary, and those earning less contribute 

8 percent of salary. IAS matches employee contributions. 

Faculty members normally are required to contribute to 

TIAA, although two members now are not participating-one having a 

special pension arrangement and the other none. Four other faculty mem­

bers participate in TIAA under special contribution arrangements. The 

nonfaculty staff may participate in TIAA although no systematic effort is 

made to attain a high percentage of ·participation. Only 10 nonfaculty 

employees out of 59 participate, or 12 out of 61 if the two permanent staff 

members (a mathematician and an engineer) are counted in this g:..·ouping. 

In conjunction with participation in TIAA, participation may 

be elected in the College Retirement Equities Fund, called CREF, which 

permits a portion of annuity premiums, such as one-half or one-third, to 

be invested in common stocks to provid~ a unit annuity, the value of which 

changes each year with the current value of the underlying assets. Ten out 
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of 28 participants have elected that a portion of their premiums be paid to 

CREF; nine elected one-half; and one elected one-third. The distribution 

electing CREF is seven of the 16 faculty participants; one of the two 

employees on the permanent staff; and two of the 10 nonacademic partici­

pants; or 10 of the 28 participants. 

We understand that employees may retire at age 65 and that 

retirement at age 68 is compulsory. Faculty members remaining in 

service after age 65 continue to contribute and the Institute continues to 

match the contributions until retirement occurs. 

There are now seven employees on the Institute 1s pension roll 

and the yearly pension payments now amount to $23, 293. 76. 

Obviously, the present pension arrangements are deficient for 

nonfaculty employees since the large majority do not have any pension 

cove rage. The Institute wishes, therefore, to revise the current program 

so as to gain more widespread participation from this group. It also seems ' 

desirable to strengthen the plan cove ring the faculty by the.inclusion of a mini­

mum r etirement income gua rante e to eliminate anxie ty on their part about 

retire m ent proble m s during the ir ca reers with the Institute. 
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II . PENSION FINANCING 

In devising a sound retirement plan the financial provisions 

are of major importance. Careful judgment should be given to determining 

the best accounting method and to deciding whether contributions will be 

paid to an insurance company or a trust fund under self-administered 

annuity financing or whether some combination of these methods will be 

used. 

A. ACCOUNTING FOR PENSION COST 

A formal program for providing adequate retirement benefits 

for employees of the Institute involves many pension cost accounting 

considerations which are not encountered in plans of industrial companies. 

Among the most important of these are the nonprofit tax status of the 

Institute and the educational nature of its work and source of finances. 

Full recognition has been 'given to these factors in determining a suitable 

method of accounting for pension costs. The basic fact, however, is that 

financial provision should be made in advance of retirements in order to 

control pension costs which otherwise might eventually become prohibitive. 

There are two general methods of accounting for the cost of 

pensions financed by the employer: (l) the current payment method, under 

which pensions are financed as they fall due, and (2) the deferred annuity 

accounting method, under which financial provision is made during each 
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year an employee is in service for the pension credited to him for service 

in that year. 

It is obvious that the method of charging pension payments into 

operating expense as they become due makes no provision for meeting a 

cost incurred in the past and that continuation of pensions is contingent 

upon the future financial condition of the Institute. 

The second method, providing for the accumulation of funds 

over the entire period of an employee's service, is in line with usual 

cost accounting pr act ices followed by commercial companies, which 

currently charge against each unit of operation all the items of its cost. 

Deferred annuity financing entails a lighter financial burden, since the 

interest earned during the period before pensions are paid reduces the 

cost of the plan. It gives definite assurance of pension payments, which 

conduces a sense of security on the part of employees. It takes account 

of the cost as pension credits accumulate, making it possible at all times 

to determine whether the plan is feasible from a financial standpoint. 

If the cost of currently accruing pension credits is met as 

earned, and if pensions for past service are paid when due, the system 

ultimately will become fully financed, with consequent advantage to both 

the Institute and its employees, in that benefits will be assured. To assure 

payment of adequate pensions for life, however, it is necessary that 

benefits either be purchased from an insurance company or be backed by a 

trusteed fund set aside for the specific purpose of providing pensions. 

IWSlkl\l 10 m· l"I 0 M. Rll AS, N y 
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B. INSURANCE AND TRUSTEED FINANCING 

Pensions may either be underwritten by an insurance company, 

or the required reserves may be invested under competent direction. It 

is advisable that the deferred annuities provided be purchased from an 

insurance company, to avoid the difficulties that may arise in case of 

adverse experience under a fund, for which the Institute might be held 

at least partially responsible. 

An annuity contract provides for the transfer to an insurance 

company of all of the liabilities for future pension payments, once the 

required premiums have been paid. This consideration is important in 

organizations having a relatively small employee group, since mortality 

experience and interest earnings on reserve funds might diverge widely 

from expected rates. The Institute may be considered as being in that 

position, since less than 60 employees would qualify to join the plan on 

the proposed basis of age 30 and a two years' service period for eligibility. 

While it would be possible to establish reserves for pensions 

that would be somewhat lower than the premium required by an insurance 

company, there is no assurance that such a procedure would be less 

costly in the long run, because of the risk of possible additional expense 

as a result of unfavorable experience with interest earnings and future 

employee and pensioner longevity, as well as the legal, actuarial and other 

administrative costs involved. In considering the cost of insured 

0 
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underwriting, account should be taken of the possibility of dividend payments 

and the fact that the administrative expense to an insurance company doing 

a large annuity business is likely to be much lower per employee than it 

would be to a single employer. 

C. TIAA-CREF PENSIONS RECOMMENDED 

The experience of the Institute with financing its pensions since 

1934 through TIAA and the use of T IAA by over 760 institutions both 

seem to indicate the wisdom of using TIAA. CREF is used also in more 

than 680 institutions. 

We recommend the Institute fund its pensions through 

TIAA-CREF, with 50 percent of the premiums going to CREF. This 

arrangement has the following advantages: 

1. It would give members assurance of a third party guarantee 

which would not depend on the finances or make-up of the Board of Trustees 

at the time of the participant's retirement, 

2. It would give members assurance of proportionate retire­

ment benefits in case of early retirement for health or other reasons, 

3. It would give members assurance that wives or other 

dependents would be provided for in case of death prior to retirement, 

4. It would give members the opportunity to select settlement 

options at the time of retirement, thus giving added protection for wives 

and dependents, 

l () 
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5. It would enable both the members and the Institute to 

participate in CREF, thus providing a hedge against inflation, 

6. It would allow members to continue to provide for their 

reti:-ement in the event they leave the Institute, 

7. It would fix the liability of the Institute for retirement 

benefits and keep it out of the insurance business. 

The recommended program is designed, therefore, to 

conform with the underwriting procedures specified by TIAA-CREF. 

8 
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III. SUMMARY OF PROVISIONS OF PROPOSED PENSION PROGRAM 

1. Effective Da.te 

July 1, 1957. 

2. Eligibility 

A. FOR FACULTY 

Compulsory for faculty members. 

3. Normal Retirement Date 

June 30 coinciding with or next following the 70th birthday. 

4. Contributions 

Faculty: 5 percent of salary to retirement. 

Institute: Matches member's contribution and is allocated 

to CREF. 

5. Benefits 

Normal: TIAA-CREF annuities provided with joint contributions• 

Minimum: $ 10, 000 per year, including all benefits under 

TIAA-CREF and primary federal old age benefits, reduced one-fifteenth 

for each year over age 55 at entry i~to plan. 

6 . Vesting 

Fully vested as purchased. 

7, Options 

As available under TIAA-CREF contra cts. 

l1'1Dl'S rfdl\l R l'f()l'il., co "'' } '\ v HI ff RIC AS, N'. \' 
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1. Effective Date 

July 1, 1957. 

2. Eligibility 

10 

B. FOR NONFACULTY 

Employees aged 30 or over after two or more years of service. 

3. Normal Retirement Date 

First of the month following 65th birthday. 

4. Contributions 

Employees: May elect to contribute 5 percent of annual 

earnings in excess of $4, 200 (minimum $1 per month). 

Institute: Entire cost of pensions on first $4, ZOO of employee's 

annual earnings and matches employee's contribution on earnings in excess 

of $4, 200 per year. The contributions are allocated 50 percent to CREF. 

5. Benefits 

Past Service : 1 percent of first $4, 200 of annual earnings on 

July 1, 1957, for each year of service to July 1, 1957, excluding service 

before age 30 and first two years of service. 

Future Service: 1 percent of first $4, 200 of annual earnings 

for each year of participation plus TIAA-CREF annuities purchased on 

earnings in excess of $4, 200 per year. 

,'\ 
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6. Vesting 

Fully vested after five years of participation in the plan. 

Annuities may be repurchased if in force for less than five years, or have a 

repurchase value of less than $2, 000. 

7. Options 

As available under TIAA-CREF contracts. 

l RU ('Oll"'~f l OR \I ~I N YO 
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IV. COMMENTS ON THE PROPOSED PENSION PROGRAM 

A. PARTICIPATION IN COST 

1. Faculty Members 

The proposed pension plan for faculty members provides for 

continued faculty participation in the cost. This is customary in the large 

majority of university reti:ttement plans. The cost of any supplement to 

provide the specified minimum retirement benefit would be paid for annually 

entirely by the Institute through TIAA-CREF. 

2. Nonfaculty Employees 

The proposed pension plan for nonfaculty employees does not 

provide for employee participation in the cost of the basic benefits com­

puted on the first $4, 200 of annual pay. It also may be noted that $4, 200 

is the maximum annual pay for purposes of OASI. On that portion of 

annual pay in excess of $4, 200 the employee may elect to contribute 5 per­

cent and the Institute then would match his contributions. 

The proposed basic noncontributory pension plan for non­

faculty employees assures automatic pension coverage of all permanent 

employees. This eliminates the problem the Institute otherwise would 

have had to face for employees reaching retirement age who would not 

have participated in a contributory plan because they felt they could not 

afford to contribute. In addition, most plans demanded by unions are 

IND OU1'1'>£ l 1~m AVF"'lt.r or ni H '\S, NE ,W YOR 
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noncontributory and the trend in industry is to noncontributory pensions, 

especially on the first $4, 200 of annual pay. It may also be noted that 

Princeton University has a noncontributory retirement plan for its non­

faculty employees. 

We recommend that the contributions of faculty members 

and other participants always be allocated to TlAA and that the Institute 1s 

contributions be allocated to CREF in such a way as to assure that the 

combined sum will always be evenly divided between the two. This would 

provide a hedge against inflation as well as easy administration. 

B. NORMAL RETIREMENT DATE 

1. Faculty Members 

The proposed normal retirement date of June 30 coinciding 

with or next following the 70th birthday seems appropriate for the faculty 

members of the Institute. It may be noted that the 1950 Committee on 

Academic Retirement of the American Association of University Professors 

and the Association of American Colleges suggests that age 65 is too early 

for a compulsory retirement a g e for professors. 

2. Nonfaculty Employees 

The proposed norm al retirement date of the first of the month 

following the 65th birthday for nonfaculty employees seems desirable. It 

adheres to the retirement age when maximum primary federal old age bene­

fits can begin and is generally the accepted normal retirement age in 

'\ 
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industrial pension plans. Later or deferred retirement would be possible, 

with the consent of the Institute, subject to annual review. 

C. EARLY RETIREMENT 

A minimum age for early retirement need not be stated for 

either group if retirement benefits are provided under the proposed annuity 

contracts of TIAA and CREF. Under these contracts the full accumulation 

may be settled as retirement income at any time after premiums cease. 

If a participant becomes disabled, he may ask that annuity payments begin 

at once. Payments at an early retirement age are smaller due to the 

earlier pay-out and the loss of future premiums that otherwise would have 

been paid in. 

D. FORM OF ANNUITY 

The TIAA-CREF contracts provide that in the event of a 

participant's death prior to retirement the accumulated value of the con­

tracts will be paid to the participant's beneficiary.. At retirement the 

participant may elect various annuity settlement options, including one 

which could provide for his wife. 

E. VESTING 

Faculty members are fully vested each year with respect to 

the retirement income that has been purchased by the premiums paid. 

Nonfaculty employees are fully vested each year with respect to the retire­

ment income that has been purchased by the premiums paid after they have 

THI NfW 
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participated in the plan for five years. In the event of the termination of 

employment of a nonfaculty participant before the contracts have been in 

force five years, the annuity contracts are "repurchased" and cancelled 

with the accumulation paid to the Institute, provided the participant is not 

transferring to an institution having a TIAA plan. Of course, any partici­

pants who voluntarily contribute would receive their proportionate share 

of the accumulation. 

Since the eligibility requirement for participation of nonfaculty 

employees is age 30 and two years of service, vesting could not be achieved 

until after seven years of service and the attainment of age 35. The Institut~, 

therefore, would be vesting retirement income only in the nonfaculty 

employees whom it considers career personnel.., The guarantee of fully 

vested retirement benefits is an inducement to the thoughtful employee. 

Of importance, also, is the fact that vested retirement benefits can ease 

the termination of employees should the Institute feel such action is 

advisable. 

F. BENEFIT ADEQUACY 

1. Faculty 

Faculty members hired before age 55 will be assured of a 

reasonable retirement income through the minimum guarantee of $10, 000 

of retirement income at age 70, including all TIAA-CREF benefits regard­

less of source and including primary federal old age benefits. Faculty 

members hired after age 55 will also be as sured of the same minimum 
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pension of $10, 000, reduced, however, by one-fifteenth for each year they 

are over age 55 at the time of employment. 

2. Nonfaculty Employees 

The plan essentially is designed to provide a pension benefit 

of about 2 percent of average annual pay \.:p to $4, 200, including primary 

federal old age benefits, for each year of oe ~vice after the first two years 

and after age 30. In broad terms, primary fc.deral old age benefits equal 

about 1 percent of the average annual pay to $4, 200, and the benefit provided 

under the plan equals 1 percent. An employee with 37 years of service at 

age 65 might expect a benefit on the basis of his average annual pay as 

follows: 

Percent of 
Average TIAA- Primary Total Average 

Annual Pay CREF FOAB Annual Pay 

$1,800 $ 630 $ 822 $1,452 so. 7% 

2,400 840 942 1, 782 74.3 

3,000 1, 050 1,062 2, 112 70.4 

3,600 1,260 1, 182 2,442 67.8 

4,000 1,400 1, 261 2,661 66.5 

For career nonfaculty employees earning more than $4, 200 

annually, the voluntary 5 percent contribution, matched by the Institute, 

should approximate 1 percent of average annual pay in excess of $4, 200 
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for each year of participation. This would depend on dividends as well 

as the employee's age when contributions are made. 

Since one-half of the pension benefits would be purchased under 

TIAA contracts and the other half under CREF, it would be desirable to 

specify that guaranteed benefits accrue only t;nder TIAA and that the CREF 

benefits may vary as provided under the CR :SF' contracts. 

The following tabulation shows th~ minimum monthly life 

annuity that would be purchased under TIAA by $1 from entry age to age 65: 

Age When Monthly Annuity Payable at Age 65 
Contributions 

Commence Males Females 

30 $3.82 $3.20 

35 3.07 2.58 

40 2.41 2.02 

45 1. 82 1.52 

50 l. 28 1.08 

55 0.81 0.68 

60 0.38 0.32 

For example: If a male employee earns $400 per month and chooses to 
contribute, his contribution would be 5 percent of $50 or $2. 50 per month, 
and the Institute would contribute the same amount making a total of $5. 
If the employee started to contribute at age 35, he would receive not less 
than $15. 35 ($3. 07 XS) per month for life. 

In connection with the proposed plan for nonfaculty employees, 

it is suggested that the annual earnings breaking point of $4. 200 be expressed 
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as the maximum ·amiltmt of annual earnings credited for OAS! benefits, 

in order to provide for automatic adjustment of the plan, without formal 

amendment, to any subsequent change in the social security maximum 

earnings base. 
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V. ESTIMATED COSTS UNDER PROPOSED PENSION PROGRAM 

The cost to the Institute of the proposed pension program 

cannot be precisely forecast since there can be no certainty with respect 

to a number of future variable factors involved. These variables include 

any deaths among participants before retirement on a pension, new hirings, 

future earnings of the participants and the length of time each present 

pensioner will live. 

The cost estimates for the proposed program have been made 

' 
using the level premium rates currently quoted by TIAA-CREF, the financ-

ing method recommended. For purposes of comparison cost estimates are 

given using trusteed financing and including a discount for turnover and 

mortality. 

Table l shows the pension outlays for faculty members. The 

cost of matching the members' contributions is $15, 392 per year, the 

supplement to provide the minimum annual pension would cost $13, 484, 

using TIAA-CREF as recommended, and $9, 314 using trusteed financing. 

The total costs, including the present pension roll are $52, 170 and $48, 000, 

respectively, under the two financing methods. 

The pension outlays for the proposed pensions for nonfaculty 

employees are shown in Table z. The basic plan would cost $19, 891 annu• 

ally, and assuming that all eligible employees contribute 5 percent 9f their 
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TABLE 1 

ANNUAL OUTLAY OF PROVIDING PENSIONS FOR FACULTY MEMBERS, AS OF JULY 1, 1957 

INSTITUTE FOR ADVANCED STUDY 

Annual Outlay Using~ 
Item 

TIAA-CREF Trueteed-TIAA 
(As Recommended) Financing 

Matching members' contributions ••.•• $15,392 $15,392 

Supplement to provide minimum pens:ionC: 13,484 9,314 

Total ........................... $28,876 $24,706 

Present pension roll ••••••••••••.••• $23 ,294 $23,294 

Total ......................... $52,170 $48,000 

a 
An annual pension supplement totaling ~~19,664.36 would be distributed 

among ten faculty members, and includes supplementation to '.?6,000 per year 
for one member and to ~pl2,000 per year for another member, and excludes any 
supplementation for a third member, by special arrangement. 
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TABLE 2 

ESTIMATED ANNUAL OUTLAY OF PROVIDING PENSIONS FOR NONFACULTY EMPLOYEESa 
AS OF JULY 1, 1957 

INSTITUTE FOR ADVANCED STUDY 

Annual Outlay 
Item 

Male I Female !Both Sexes 

TIAA Cost (As Recommended)b 

Past ser'ViceC ••..•••.•.••••...•.•••••••..•. .!Pl,395 $ 5,762 $ 7,157 
Future service ............................. 4,342 8,392 12,734 

Total .................................. :~5' 737 $14,154 $19,891 

Annual contribution of 5 percent of salaries 
in excess of $4,200 .•••••••••.••••• $1,045 $ 345 $ 1,390 

Total ................................ $6,782 $14,499 $21,281 

Trusteed Costs Discounted for Turnover and Mortalityb 

Past servicec .............................. $1,047 $ 4,452 .JP 5,499 
Future service ............. , ............... 2,844 5,329 8,173 

Total .................................. $3,891 $ 9,781 $13,672 

Annual contribution of 5 percent of salaries 
in excess of $4,200 •••••••.••.•••.• $1,045 $ 345 $ 1,390 

Total ................................ ~~4, 936 $10,126 $15,062 

a 
Cost to provide a pension of 1 percent of first $4,200 of annual earnings 

for each year of service and to match employee contributions on earnings in 
excess of $4,200 per year. 

b 
Excludes an annual "out-of-pocket" cost of $572 for employees aged 65 

and over. 
c 
Past service is based on current salary and is credited to July 1, 1957, 

but only after attainment of age 30 and completion of two years of service. 
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earnings in excess of $4, 200 per year, there would be an additional cost 

to the Institute of $1, 390, making a total outlay of $21, 281, The comparable 

trusteed costs of $15, 062 are also shown in Table 2. These do not include 

any payments to employees now aged 65 or over, since the recommended 

retirement age for nonfaculty members is age 65. There would be an 

annual cost of $572, if these employees were to be retired on July l, 1957. 

Table 3 presents a summary of outlays under the entire pro­

posed program as well as the present program. It should be noted that the 

recommended program would involve an additional annual outlay of $30, 079. 

The present pension roll is shown in Table 4. If immediate 

annuities were to be purchased through TIA.A for the seven individuals on 

the pension roll, it would require a single premium of $170, 250. 03 as of 

July l, 1957. It is recommended that these pensions continue to be paid 

currently as at present and are not funded through TIA.A since the Institute 

will not be assuming any further unfunded pension liability. 
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COMPARISON OF ESTIJ:iATED ANNUAL OUTLAY OF PRESENT AND 
PROPOSED PENSI ON PROGRA!"i , JULY 1, 1957 

INSTITUTE FOR ADVANCED STUDY 

Annual Outlay Under-

Pr oposed Pr ogram Using~ 
Group 

23 

Present Program TIAA Fi nancing Trusteed-TIAA 

(As Recorrunended ) Financing 
(Not Recorrunended) 

Faculty 
TIAA ..••• . .. .. .. . . • $15, 392 $15,392 $15,392 
TIAA- suppl ementaJa . .. 13,484 9,314 

Total .... . .. ... .. ~15 , 392 ~~28 , ~76 $24,706 

Nonfaculty 
Noncont r ibutory • ••• . . .,pl9, 891 $13, 672 
Contributory •• • • • .. $ 4,686 1, 390 1,390 

Total ... .. .. ... . . ~p 4, 686 :~21, 281 $15,062 

Total ..... .... . $20,078 ~~50, 157 $39, 768 

Pension roll •• • .• • ••• $23,294 $23,294 $23,294 

Grand total • • $4.3,.372 .»73,451 $6.3,062 

Increase over pr esent 
program 

Amount •.•.••.. • .. • • . . $.30,079 $19,690 
Percent . .. . . .. ... . • . . 69. 4 45 .4 

a 
An annual pension suppl ement total ing '.Pl 9, 664. 36 would be distr ibuted 

among ten facult y members , and includes supplement ation to ~~6,000 per year 
for one member and to :)12, OCO per year for another member, and excl udes any 
supplementation fo r a third member, by special ar rangement. 
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TABLE 4 

PRESENT PENSION ROLL, AS OF JULY 1, 1957 

INSTITUTE FOR ADVANCED STUDY 

Age Annual Single Premium a 
Name Pension Needed July 1, 1957, 

Years Months to Purchase Pension 

Bailey, Esther •••••••• 74 6 $ 600. 00 $ 6,994.80 

Flex.ner, Abraham •.•..• 90 7 12,000.00 68,880.00 

Harris , John •••..••••• 75 3 1,000.00 8,978 .72. 

Lowe, E. A. . .........• 77 8 1, 618.48 13,107 . 64 

Swann, Nancy L ••••..•. 76 4 874.92 9,537 . 22 

Veblin, Oswald •••••••• 77 0 6,200. 36 51,680.34 

Williams, Joseph •••.•• 69 11 1,000.00 11,071.31 

Total ........ . .... . . . . $23, 293 .76 $170,250. 03 

a 
Single premium to purchase immediate single life annuity, no return at 

death, first payment July 1, 1957. 
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T. I .A .A. PARTICIPATION 

STAFF 

&tployees T.I .A.A. 

Business Office 7 2 

Library 4 2 

Secretarial 11 3 

Academic Assistants 8 1 

Cafeteria 7 1 

Grounds and Buildings 16 l 

TOTAL 53 10 
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(Professors Beurling, Borel, G&iel, Kantorowicz, Kennan, Montgomery, Pais, 
Whitney, Yang) 

" ••• and the Institute is also prepared to contribute a sum equal to five 
per cent of your annual salary each year toward the purchase of a retirement 
annuity, provided you will make a like contribution." 

(Prof. Selberg) 

"In order to make provision for your retirement, the Institute would be 
glad to contribute 5fPof this sum ($625.00) toward the purchase of a 
retirement policy provided that you will make an equal or greater 
contribution." 

(Prof. Dyson) 

"The provisions of your and our contributions to T.I.A.A. will be correspondingly 
increased.." --28 October 1955 ' 

''We are prepared to make a contribution of five per cent of this sum toward 
the purchase of a retirement annuity provided you will make a like contri­
bution. The Institute permits its Faculty to elect the new TIAA plan of 
devoting up to fifty per cent of the retirement funds to the purchase of 
equities." 
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(Professor Woodward) 

9 .t\ovember 1951 

"The Institute will pay you an annual salary of $13,000.00 
during the five fiscal years starting July 1, 1951 ard ending June 30, 
1956. The Institute agrees to pay to you, or to your estate, the sum 
of $5,000 for each year that you have been with us, to be paid at such 
time or times as you may desire after July 1, 1956. The Institute can 
make no commitment as to interest on these monies; but will undertake 
to give to you such interest as it in fact has collected. It is our 
understandirg that these arrangements meet your desires." 

(Woodward to RO) 

November JO, 1955 

''Mr. Levy's suggestions are: (1) that I should not prolong the 
present arrangement, but ask the Institute to pay me my tull salary of 
$18,000 for the two years from July 1, 1956 to June JO, 1958, and fUrther 
(2) that, in order to 'spread' the existir..g accumulation (which by July 1, 
1956, wculd be ¢25,000 (plus possible interest), I should ask you whether 
you would allow the arrangement to be cancelled as from June 30 of this 
year--in other words, my salary from July 1, 1955 would be at the rate of 
~18,000. If it were possible to pay me before December 31 of this year 
the additional $2,500 (less tax withheld) which on this basis would accrue 
to me between July l.and December Jl, it would fall under this year's 
income tax. (It would, of course, be rather more to my advantage if the 
'accumulatior plan' could be cancelled as from January 1 of this year, and 
I were to receive ¢5,000, but I assume that this would upset the Institute 
accounts for 1954-1955.) 

"If I were paid at the rate of $18,000 a year from July 1, 1955, 
the accumulation would be reduced by $5,000, and would thus be on my re-
tirement $20,000 (plus possible interest), i.e. for the period July 1951-July 1955. 
Mr. Levy thinks that it would be undesirable to fix now anything final t~'-£ 
about the date and method of payment of this accumulated sum, but that we might agree 
(a) that in the event of my death, it should go to my estate, (b) that it 
should be paid within--or not later than--twelve months of the date of my 
retirement. The point about this optional twelve months is that it might 
enable me to receive part of it in the latter half of 1958, and part on 
January 1, 1959--this would be to my advantage since my salary from 
the Institute ends on July 1, 1958." 

(RO to Woodward) 

21 December 1955 

"The proposals in your letter of November JO, 
1955 about your financial arrangements with the Institute have 
been approved by the Treasurer, and we will put them into effect 
at once." 
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(Professor Panofsky) 

(From memo to Trustees from RO, 17 December 1956) 

11 •••• He said that if he could look forward to a pension of $10,000 
a year he wou.ld certainly stay at the Institute. I undertook to lay this 
matter before the Trustees, and to let Professor Panofsky know the outcome 
when they had reached a decssion." 

(Prof. Panofsky to RO, 2 January 1957) 

"A day or so after your departure Mr. Leidesdorf very kindly 
called me up to tel.l me that, even though the Executive Committee would 
not meet until later, he could assure me of the fact that I could count on 
that raise of my pension which you had proposed in your memorandum ••••• " 
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(Professor Morse) 

(Frank Aydelotte to Prof. Morse, 16 December 1943) 

"It gives me pleasure to inf'orm you that the Exeuctive Committee 
at its meeting on December 14th recommended that ~12.5 per year be added 
to the ~62.5 which the Institute at present pays to the T.I.A.A. on your 
behalf, provided you are willing to make an equal increase in the sum 
deducted from your salary for this purpose. 

"I am informed by the T.I.A.A. that these payments, if begun on 
January 1, 1944, would entitle you to an annuity of ¢4250.52, commencing 
July l, 19.57, with one-half benefit to Mrs. Morse should she survive you. 
I enclose a copy of Mr. Mattock's letter on this subject. If you will 
notify Miss Miller Saturday morning of this week as to whether this 
arrangement is satisfactory to you, the proper payments can be made as 
of January 1st." 

(Frank Aydelotte to Prof. Morse, 20 January 1945) 

" ••• This action will make no change in your annuity payments and those of 
the Institute which are actually .5% in each case of ¢15,000. 11 
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(Professor Meritt) 

(Abraham F1.exner to Prof. Meritt, 25 April 1935) 

" ••• It is understood that you will contribute 9/.of your salary to the 
Teachers Insurance and Annuity Association of America, the Institute 
contributing an equal sum monthly, that these combined contributions will 
continue until your retirement and then become a basis of your retirement 
allowance, ••• " 
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(Professor Alf~ldi) 

22 June 1955 

"l. The Institute will pay you an annual salary of ¢14,ooo during 
each fiscal year commencing July 1, 1955 and continuing up to the point of 
your retirement. You will make available the sum of $900 a year for the 
purchase of a T.I.A.A. policy, and the Institute will make a like contribution. 

112. The Institute will further pay to you or to your estate or 
lawful designee, following your retirement, the sum of ~4,000 multiplied by 
the number of years elapsing between July 1, 1955 and the time of your re­
tirement, such sum to be payable at the rate of ¢4,000 during each calendar 
year following such retirement. 

"J. The Institute will add to the amounts payable after your re­
tirement interest upon the ~4,000 deferred for each year prior to retirement, 
taken as from the end of each fiscal year to the date of payment and at the 
prevailing rate on its general funds for the intervening period; while this 
is not likely to deviate markedly from Jf. , no commitment to that effect can 
be made." 
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December 16, 1949 

"It was moved and carried that, operative as of July 1, 
1950, the minimum total pension of present :full Insti­
tute professors should be $6000; that the obligation 
of the Institute is to provide the difference between 
this amount and the pension provided through insurance; 
that the additional paymerts should be covered ir the 
ordinary budget. 

"Thus, under the terms of this resolution, the funds available 
to you from the TIAA policy which you now hold will be supplemented by the 
Institute to bring the total to $6000. a year. The Trustees of the Inst­
tute understard that in some cases a professor may desire to make provision 
for the support of his wife in the event of his death. In general, the 
Institute will allow each professor to exercise this option with regard to 
its contribution to his retirement allowance, and in general accordance with 
the terms of options as established by the TIAA." 

This letter went to: Professor Cherniss 
Professor Thompson (same date) 

c.. 
Board of Trustees Records: Committee Files: Box 3: Pension Committee 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



(Professors Str~mgren and Weil) 

(l ().,,·I 

' 

"At present, also, we follow the usual practice of contributing five per 
cent of your salary per annum to the purchase of a T I.A.A. policy, pro­
vided you are willing to contribute an equal amount. These matters having 
to do with retirement and pension are now under study by the Trustees; such 
changes as they may make will surely not be unfavorable for members of the 
Faculty.' 

(Professor Meiss) 

"At present, also, we follow ' the usual practice of contributing five per cent 
of your salary per annum to the purchase of a T.I.A.A. policy, provided 
you are willing to contribute an equal amount. These matters having to 
do with retirement and pension are now under study by the Trustees; but 
any change that they make will not be unfavorable for members of the 
Faculty." 
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AN ANALYSIS OF FUTURE 

PENSION BENEFITS UNDER T.I.A.A. 

I.A.s. FACULTY - JANUARY, 19.57 

Annuity Age at the 
at age time of 

Salau Con;tribution Percent 68 APJ2ointment 

Alfoldi, A. ¢ 900.00 ¢ 900 .00 10 ¢ 1,253 .88 60 

Beurling, A.K.A. 900.00 900.00 10 3,213 .24 49 

Cherniss, H.F.1 1,073.16 1,073.16 12 5,299.20 44, 

Dyson, F.J. 900.00 900.00 10 8,612.28 29 

Godel, K.F. 900.00 900.00 10 4,451.64 47 

Kantorowicz, E.H. 900.00 900.00 10 1,917.00 56 

Kennan , G. F. 900.00 900.00 10 2,738.52 52 

Meritt, B.D. 750.00 750.00 8 .3 11,790.72 36 

Montgomery, D. 900.00 900.00 10 6,708.36 42 

Morse, M.H.2 750.00 750.00 8.3 8,124.96 42 

Pais, A. (Not participating) 33 

Panofsky, E.3 918.66 918.66 10 .5,946.84 42 

Salberg, A. 900.00 900.00 10 7 ,031.04 34 

Thompson, H.A. 2 750.00 750.00 8.3 6,543.84 41 

Whitney, H. 900.00 900.00 10 7,598.88 4.5 

Woodward, L. (Special arrangement) 61 

Yang, C.N. 900.00 900.00 10 8,102.28 33 

1 - Special arrangement - Contributions set at ¢2,146.32 to guarantee minimum pension 
of ¢4,ooo.oo at age 65. 

2 - 10 per cent of former salary (¢15,000) 

3 - Special arrangement - Contribution set at ¢1,837.33 to guarantee minimum pension 
of ¢4,500 at age 65. 
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PENSION SCHEDULE 1956-57 

Former i>osition 'l' . I . A. A. I .A.S. Total 

4 Aydelotte, Frank Director 6, 235 .32 5,764.68 12,000.00 

Bailey, Ester s . Sec•y to the Director 600.00 600. 00 

Flexner, Abraham Director 12,000.00 12,000.00 

Harris, John Driver 1,000. 00 1,000.00 

*-:}Lowe, E. A. Professor 2,Jlla .$2 1,618.48 4,000.00 

Swann, Nancy L. Librarian 325 .08 874 .92 1 , 200. 00 

Veblen, Oswald Professor 1,799.64 6,200.36 a.000.00 
~illlains, Joseph Janitor l,000 . 00 1,000.00 

* Deceased 

~ Also receives annua1 grant of 10,000 for research 
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Rockefelle r Ce nter, New York, N. Y. 
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INDUSTRIAL RELATIONS COUNSELORS, INC. 

BOARD OF TR US TEES 

Thomas Roy Jones, Chairman 
President, Daystrom, Incorporated 

Frank W. Abrams 
Former Chairman of the Board 
Standard Oil Company (New Jersey) 

Edwin G. Baker 
Chairman of the Board 
The Canada Life Assurance Company 

John C. Baker 
President, Ohio University 

Henry Ford II 
President, Ford Motor Company 

Charles R. Hook 
Chairman, Armco Steel Corporation 

Neil H. McElroy 
President, The Procter and 
Gamble Company 

Don G. Mitchell 
Chairman, Sylvania Electric 
Products, Inc. 

Theodore S. Petersen 
President, Standard Oil Company 
of California 

Frank W. Pierce 
Former Director, Standard Oil 
Company (New Jersey) 

Robert L. Richards 
Vice President, E. I. du Pont 
de Nemours & Company, Inc. 

Winthrop Rockefeller 
IBEC Housing Corporation 

H. Greville Smith 
President, Canadian Industries 
Limited 

STAFF 

Carroll E. French, Director 

Howard S. Kaltenborn 
Director of Research 

Walter J. Couper 

James W. Tower 

Paul H. Norgren 
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HISTORY AND ORGANIZATION OF 
INDUSTRIAL RELATIONS COUNSELORS, INC. 

The idea of an independent nonprofit organization devoted 
exclusively to study and research in the field of human relations in industry 
originated with John D. Rockefeller, Jr. 

His personal interest in the problems of labor-management 
relations had been stimulated by acute industrial strife in the Colorado 
Fuel and Iron Company in 1913 and the industrial strife following World 
War I. As a result, Mr. Rockefeller, in 1922, brought together a small 
staff of industrial relations specialists, under the general direction of 
Raymond B. Fosdick, to carry on research and special studies in the field 
of industrial relations. 

This staff was brought together originally to help in keeping 
Mr. Rockefeller fully informed on the industrial relations programs in the 
companies in which he held considerable financial interest. The activities 
and services of this little group were gradually extended to other com­
panies than those in which Mr. Rockefeller was interested and it gained a 
reputation for solid research in the then almost untouched area of indus­
trial relations. This development convinced Mr, Rockefeller of the value 
of this kind of research to industry and the nation generally and consequently 
of the need for a completely independent organization to function exclusively 
in this field. 

Accordingly, in 1926, Industrial Relations Counselors, Inc., 
was organized as an independent nonprofit membership corporation under 
the laws of the State of New York, for the purpose, according to its charter, 
of advancing "the knowledge and practice of human relationships in indus­
try, comn1erce, education, and government." 

To emphasize its nonprofit character, the organization was 
conducted under a Board of Trustees of leading executives and educators, 
serving without remuneration. 

At the time of its formation, Industrial Relations Counselors, 
Inc., was the only organization in the country specializing in industrial 
relations research and the collection of information regarding labor­
management relations. 
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When Industrial Relations Counselors, Inc., came into being 
as a separate unit in 1926, the director, A. H. Young, and the staff, trans­
ferred from Curtis, Fosdick and Belknap, had already laid a sound founda­
tion for future activities. To assure continuation of the scientific research 
point of view which had already made the organization's work notable, the 
Board of Trustees adopted the policy that field studies and research work 
done for individual companies and other organizations should be done on a 
nonprofit basis and Mr. Rockefeller undertook to help support the program 
until the income from research service and contributions from individuals 
and companies would provide an adequate budget. It was further decided 
that studies primarily of interest to management should be distributed to 
companies contributing financially to the work of the organization and that 
those of wider interest in addition to being supplied to contributor companies 
should be placed on sale for general distribution. 

RESEARCH ACTIVITIES 

The ambitious research program launched by !RC in 1926 
dealt with the problems of unemployment, unemployment insurance legis -
lation, and the development of industrial pension systems. 

The depression of 1921-1922 had directed attention to the need 
for providing a system of insurance for workers, against periods of 
unemploymel'\t. Believing that action in this field should not be taken 
without adequate information on existing experience in this area, the 
organization undertook a series of studies of unemployment b en efit s in this 
country and of unemployment ins uranc e and public employment services abro~d. 

When the first of eight studies of the subject was published, 
the United States was entering another depression and unemployment was 
mounting. The federal government used the !RC research staff in 
drafting the unemployment insurance section of the Social Security Act. 
Bryce M. Stewart, IRC Research Director for many years, was put in 
charge of the research activities, by the Committee on Economic Security. 
!RC also helped to prepare unemployment insurance legislation for a number 
of state governments and for the Canadian government. 

Anticipating the rising importance of industrial and governmental 
pension systems, the organization undertook research in this vital field. 
Its two-volume study of industrial pensions, published in 1933, was 
recognized as the most comprehensive and authoritative work on that 
subject. The IRC staff member who directed the research participated in 
planning the old age and survivors insurance provisions of the Social 
Security Act and the establishment of a separate pension system for 
railroad employees. 
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CHANGES IN THE RESEARCH PROGRAM 

As the project on social security neared completion, and as 
more companies gave support to the research work through regular annual 
contributions, emphasis in research shifted to problems of policy and 
administration in industrial relations. This change in emphasis was 
refle cted in the organization's publication program. 

In the l930 1s, the organization began to issue a continuing 
series of research monographs on long-range industrial relations problems. 
Some years earlier, it had also started another series of shorter research 
studies on important current developments-issued as 11 Industrial Relations 
Memos." Altogether, IRC has issued more than 150 research publications. 

The list of titles of some IRC research studies could serve as a 
dramatic summary of the developments, trends and problems in industrial 
relations over the years: 

Profit Sharing for Wage Eea.rners , Maintenance of Union 
Membership; Economic Factors Affecting Industrial Relations in the War 
Period; Wage Setting Based on Job Analysis and .£valuation; Fact Finding 
in Industrial Disputes; Unionization of Professional Engineers and Chemists; 
Reconversion in Industrial Rel ations; National Collective Bargaining Policy'; 
Re-employment of Veterans; Seniority Status of Demoted Foremen; Portal­
to-Portal Pay; Wage Differentials Between Factory and Office Employees; 
Impact of Taxes on Industrial Pensions; Company Medical Programs; 
Impact of Mobilization on Industrial Relations; The Guaranteed Annual Wage; 
Steadier Jobs: A Handbook for Management on Stabilizing Employment; 
Pension Planning: Experience and Trends. 

These are a few of the subjects covered in !RC' s books, 
monographs and Industrial Relations Memos. These publications are 
distributed widely-to the financial supporters of the organization, to 
industry in general, and to libraries, universities, and government 
officials. 

Over the years came a constantly growing recognition of the 
substantial contributions !RC has made to research literature in the 
industrial relations and related fields. Numerous companies have 
utilized its findings and principles in their industrial relations programs. 
Governmental bodies have drawn on the services of the IRC research 
staff as a result of some studies which the organization had published 
on subjects of national interest. 
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EDUCATIONAL ACTIVITIES 

When Industrial Relations Counselors was founded, formal 
education or training in industrial relations was practically nonexistent. 
To fulfill its charter obligation "to advance the knowledge and practice of 
human relationships in industry, commerce, education and government," 
IRC became active in the field of formal education in industrial relations 
for future business leaders. 

Through the leadership of its former chairman, the late 
Clarence J. Hicks, IRC was largely instrumental in establishing industrial 
relations sections in the University of Michigan, the Massachusetts 
Institute of Technology, Queen's University in Canada, Stanford University 
and the California Institute of Technology. Mr. Hicks had also helped in 
the founding of the first university industrial relations section, at 
Princeton University. 

In 1945, IRC raised a special fund of $120,000 to found continu­
ing fellowships in the industrial relations sections of each of those six 
universities. They are named the Clarence J. Hicks Memorial Fellowship; 
in honor of one of the nation's este em ed industrial relations pioneers. 

In 1943, IR C inaugurated a series of annual two-week training 
courses, designed to teach the fundamentals of planning and implementing 
sound programs in employer-employee relations and to analyze current 
and emerging future problems and developments in this fast-moving 
fi eld. 

Since 1949, the training course program has been expanded to 
afford four courses each y ear-in Williamsburg, Virginia, each November; 
in California in the spring; in Panama City, R. P., each September; and 
in Canada each F ebruary. Some l, 800 r epresentatives of over 300 leading 
organizations have attended the training cour ses. Many of the recipients 
of the Clarence J. Hicks Memorial Fellowships have been brought to the 
courses as part of their training. 

THE LIBRARY A ND INFORMATION SERVICE 

Industrial Relations Counselors maintains one of the largest 
and most compr ehensive libraries of industrial relations literature in the 
country. An exceptionally complete file of source material is available, 
including books, research studies of universities and other organizations, 
governmental reports, company r e search and policy documents, an 
extensively diversified group of periodicals, and up-to-date collections 
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of employee publications, company personnel forms, labor contracts and 
trade union publications. As these materials flow into the library they 
are quickly catalogued for immediate use. 

5 

Bes ides its constant use by IRC staff research personnel, the 
library has become well known as a reservoir of information on industrial 
relations subjects for employers, universities, government agencies, 
trade unions, graduate students and writers. Free information service is 
rendered by the trained librarians, as well as by other members of the 
research staff. Frequently, companies and other organizations send 
members of their own staffs to use the library. Library materials are 
lent to representatives of contributor companies on request. 

IRC'S RESEARCH FACILITIES 

The key to IRC' s long-established reputation for competence 
and objectivity in basic and applied research in the industrial relations 
field has been the continuing high professional and academic standing of 
its research staff. Four members of its present research staff hold 
doctoral degrees in the social sciences from leading universities. They 
have had extensive experience not only in basic research in human rela­
tions, but in business and industrial concerns, trade associations, 
universities and government. Assisting them are the library staff, 
specialized editors and other researchers. 

The researt:h activities of IRC have been .facilitated over the 
years by its close and continuing relationships with an ever-growing number 
of companies representing a cross section of industry and commerce, both 
here and abroad, and with governmental, professional, educational and 
other groups interested in this field of research. These continuing rela­
tionships over the years, and the maintenance of its comprehensive indus­
trial relations library, have made possible the accumulation and analysis 
of extensive data and source materials to supplement the organization's 
field research. 

To supplement its own staff, IRC has drawn on recognized 
authorities outside the organization to handle research projects in 
particular subject areas. A:r.ong those who have contributed to IRC' s 
research work are Sumner H. Slichter of Harvard University, Richard A. 
Lester of Princeton UniversHy, Robert D. Gray of the California 
Institute of Technology, and C. Canby Balderston, Dean of the Wharton 
School of Finance and Commerce, University of Pennsylvania. 
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FINANCIAL SUPPORT 

For many years after the organization was incorporated, 
Mr. Rockefeller provided the major part of the budget. He terminated 
his support only when he felt the organization had become securely 
established. Since then it has been supported by funds from contributor 
companies and grants from foundations for specific projects. Additional 
income has been derived from research or special studies conducted on 
a nonprofit basis for individual companies, government agencies, 
educational institutions, and others, and from the proceeds of the sale of 
its publications. 

The Commissioner of Internal Revenue has advised that 
contributions, bequests, transfers and gifts to Industrial Relations 
Counselors, Inc., are deductible by the donors in the manner and to the 
extent provided in the applicable income tax and gift tax laws. 

6 

Board of Trustees Records: Committee Files: Box 3: Pension Committee 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



7 

INDUSTRIAL RELA '!IONS COUNSELORS, INC. 
Rockefeller Center, New York 20, N. Y. 

LIST OF PUBLICATIONS 

Books and Monographs 

W. J. Couper and Roger Vaughan, Pension Planning: Experience and Trends, 
1954, Monograph 16, 245 pp., $5. 

Industrial Relations Counselors, Inc., Steadier Jobs: A Handbook for Manage­
ment on Stabilizing Employment, 1954, 123 pp., $2.25. 

B. M. Stewart and W. J. Couper, Profit Sharing for Wage Earners and 
Execu_t~ye~, 1951, Monograph 15 {paper), 124 pp., $2. 

R. B. Robbins, Impact of Taxes on Industrial Pension Plans, 1949, Mono- .. 
graph 14 (paper), 82 pp., $2. 

B. M. Stewart and W. J. Couper, Reconversion in Industrial Relations, 194-6, 
Monograph 13 (paper), 72 pp., $1.75. 

H. R. Northrup, Unionization of Professional Engineers and Chemists, 1946, 
Monograph 12 (out of print). 

B. M. Stewart and W. J. Couper, Fact Finding in Industrial Disputes, 1946, 
Monograph 11 (paper), 61 pp., $1. 50. · 

B. M. Stewart and W. J. Couper, Profit Sharing and Stock Ownership for 
Waf,e Earners and Executives .. , 1945, Monograph 10 (out of print). 

Industrial Relations Counselors, Inc., National Collective Bargaining Policy, 
1945, Monograph 9 (paper), 103 pp., $1. 25. 

B. M. Stewart and W. J. Couper, Maintenance of Union Membership, 1943, 
Monograph 8 (paper), 85 pp., $1. 25. 

R. D. Gray, Systematic Wage Adm.inistration in the Southern California 
Aircraft Industry, 1943, Monograph 7 (out of print). 

C. J. Hicks, My Life in Industrial Relations, New York: Harper and Bros., 
1·941, 180 pp.' $2. 50. 
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S. H. Slichter, Economic Factors Affecting Industrial Relations Policy in 
National Defense, 1941, Monograph 6 (cloth), 112 pp., $1. SO. 

M. W. Latimer and K. Tufel, Trends in Industrial Pensions, 1940, Mono­
graph S (out of print). 

C. C. Balderston, Wage Setting Based on Job Analysis and Evaluation, 1940, 
Monograph 4 (out of print). 

S. H. Slichter, Economic Factors Affecting Industrial Relations Policy in 
the Viar Period, 1939, Monograph 3 (out of print). 

R. A. Lester and C. V. Kidd, The Case Against Experience Rating in 
Unemployment Compensation, 1939, Monograph 2 (paper), 60 pp., $1. 

H. Feldman and D. M. Smith, The Case for Experience Rating in Unemploy­
ment Compensation and a Proposed Method, 1939, Monograph 1 (paper), 
66 pp.' $1. 

B. M. Stewart and Associates, Planning and Administration of Unemploy­
ment Compensation in the United States, 1938, 665 pp., $4. 

C. C. Balderston, Profit Sharing for Wage Earners, 1937 (out of print). 

Industrial Relations Counselors, Inc., and Others, Administration of Public 
Employment Offices and Unemployment Insurance: Ca nada, France, 
Swede n, and Switzerland, 193S, 397 pp., $3. SO. 

0. Weigert, Administration of Placement and Unemployment Insurance in 
Germany, 1934, 241 pp., $2. SO. 

T. S. Chegwidden and G. Myrddin-Evans, The E m ployment Exchange 
Servic e of Great Britain, 1934, 310 pp., $3. SO. 

Industrial Relations Counselors, Inc., An Historical Basis for Unemploy­
ment Insurance, 1934, 306 pp., $3. 

M. W. Latimer, Indus trial Pension Systems, 1933, 2 Vols., $7. 

M. W. Latimer, Tra de Union Pension S y stems, 1932, 20S pp., $1. SO. 

C. A. Kiehel, Unemployment Insurance in Belgium, 1932, S09 pp., $3. SO. 
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T. G. Spates and G. S. Rabinovitch, Unemployment Insurance in Switzer­
land, 1931, 276 pp., $3. 

M. B. Gilson, Unemployment Insurance in Great Britain, 1931, 560 pp., 
$5. 

B. M. Stewart and Associates, Unemployment Benefits in the United States, 
1930 , 727 pp., $7.50. 
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Number 

133 

132 

131 

130 

129 

128 

127 

10 

INDUST j_UAL RELATIONS MEMOS 

Date Title 

10/ 1I56 Social Security Amendments of 1956 

9/8/54 1954 Social Security Amendments and Private Pension 
Plans 

10/ 1I53 The Guaranteed Annual Wage: An Active Issue 

6/ 1/53 Basic Factors Influencing Industrial Relations Trends 

5/ 15/ 53 Age and Other Requirements for Retirement on Pension 

5/ 22/ 52 A Note on 11 Productivity" Wage Increases 

5/16/52 The Union Shop Issue Today 

126 3/14/52 The Guaranteed Annual Wage-1952 (Superseded by 131) 

125 2/20/ 52 Executive Compensation: Stock Option and Subsidized 
Savings Plans 

124 2/ l I 52 Wage and Salary Stabilization: A Guide to Current 
Control Policies and Rules 

123 7/3/51 Cost of "Fringe" Benefits for Employees; Report on 
a Survey and Some Pointers on Survey Methods 

122 4/24/51 Management and Economic Mobilization Policy 

121 1/29/51 Measuring Supervisory Ability-a Case Study-II 

120 10/24/50 Military Leave Policy of Thirty-Five Selected 
Companies, October, 1950 

119 9/22/50 Measuring Supervisory Ability-a Case Study-I 

118 8/ 18/ 50 Impact of Mobilization on Industrial Relations 
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Number Date Title 

117 8/9/50 Training: The Principles of Personnel Development 

116 7/21/50 Pension Planning in the Light of Current Trends-II 

115 7/7/50 Social Security Amendments and Private Pension Plans 

114 4/26/50 Lost Opportunities as Steppingstones to Better 
Industrial Relations Policy 

113 l / 4/ 50 Labor Review for 1949 

112 12/30/49 Effects of New Wage-Hour Law Amendments and 
Regulations 

111 8/8/49 Pension Planning in the Light of Current Trends-I 

110 7/15/49 Industrial Relations Work of Certain Universities-III ' 

109 6/24/ 49 Social Security Amendments and Company Benefit Plans 

108 4/ 15/ 49 Industrial Relations Policy in a Period of Readjustment 

107 3/28/49 Effects of and Problems Posed by New Labor 
Legislation 

106 2/21/ 49 Industrial Relations Work of Certain Universities-II 

105 12/31/48 Labor Review of 1948 

104 11/ l 9 / 48 Industrial Relations Aspects of Stabilizing Employment 

103 11/9/48 Extra Pension Payments 

102 9/9/48 Application of Overtime-on-Overtime Rulings 

101 7 / 30/ 48 Industrial Relations ~Nork of Certain Universities-I 

100 6/1/48 The Postwar Period and the Social Reckoning 
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12. 

Nu.m.ber Bate Title 

--
99 5/13/48 The Inland Steel Decision and Pension Policy 

98 4/8/48 A Digest of Selected Articles on Company Medical 
Prograrns 

97 2./25/48 The Role of Employers' Associations in Industrial 
Relations 

96 1/16/48 Labor Review of 194 7 

95 1/5/48 Guaranteed Employment or Wages as Part of a 
Security Program 

94 10/7/47 Recent Major Developments Affecting Wage Policy 

93 8/22/47 Wage Differentials Between Factory and Office 
Employees 

92 7/3/47 The Labor-Management Relations Act, 1947 

91 5/19/47 Company Medical Programs 

90 4/14/47 Proposed National Collective Bargaining Legislation 

89 2/4/47 Portal-to-Portal Pay 

88 1/9/47 Labor Review of 1946 

87 12/2/46 Basic Patterns and Principles in Industrial Relations 

86 9/26/46 Digest of Articles on Internal Government of Trade 
Unions 

85 8/28/46 Seniority Status of Demoted Foremen 

84 7/25/46 Unionization of Professional Engineers and Chemists 

83 6/14/46 Reconversion in Industrial Relations 

82. 4/2/46 Job Training for Veterans 

81 3I14/ 46 Super seniority for Reinstated Veterans 

80 12/31/45 Fact-Finding in Industrial Disputes 
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Numbe r Date Title 

79 11/21/45 Progress Report on the Labor-Management Conference 

78 7/18/45 Company-Financed Sickness and Disability Benefit 
Plans 

77 6/20/45 What Should Be the Position of Industry Members of 
the War Labor Board About Increases in Wage Rates 
Now That the War With Germany Has Ended? 

76 5/14/45 Stock Ownership for Wage Earners and Executives 

75 3/19/45 Literature of Industrial Relations and Personnel 
Management, 1943-1944 

74 3/8/45 National Collective Bargaining Policy 

73 1/26/45 Profit Sharing for Wage Earners and Executives 

'--' 
72 8/ 31/ 44 Digest of Selected Articles on Wage Incentive Plans 

71 8/4/44 The International Labour Organization 

70 6/ 13/ 44 "Wartime Labour Relations Regulations" of Canada 

69 5/ 8/ 44 National Labor Policy With Special Reference to the 
Role of Government in Labor Relations 

68 4/ l 7 / 44 Re-employment of Veterans 

67 2/28/44 Foremen's Unions 

66 1/5/44 1943-A Year of Controversies and Recurring Crises 
in Labor Relations 

65 10/15/43 A Digest of Selected Articles on Collective Bargaining 
in Its Broader Aspects 

64 7/23/43 Recent Federal and State Laws for the Regulation of 
Labor Organizations 

63 5/7/43 Manpower Administration in Canada 

62 4/12/43 The Role of the Industrial Relations Executive in 
Company Management 
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Number Date Title 

61 3/5/43 Great Britain's Wartime Manpower Program and Some 
Comparisons With Arnerican Policy 

60 10/5/42 Wage and Manpower Controls in Canada 

59 8/21/42 Problems of Wage Stabilization 

58 8/14/ 42 Canadian Wage Controls 

57 12/26/ 41 The National War Labor Board and Other Governmental 
Mediating Agencies, 191 7-1919 

56 1I24/ 41 Outstanding Developments in Industrial Relations in 
1940 

55 10/ 10/ 40 Provision for Employees on Leave for Military Servic~ 

54 8/26/40 The Closed Shop in Principle and Practice 

'--" 
53 7I10 I 40 Wartime Adjustment of Wages to the Cost of Living 

52 6/ 12/ 40 Industrial Relations Policies Governing Assistance to 
Employees Entering War Service in Canada 

51 3/29/40 The Problem of Steady Incomes for Employees 

50 3/ 6/ 40 Assignment and Garnishment of Wages 

49 1I15/ 40 Experience With Selected Noncontributory Disability 
Benefit Plans 

48 12/ 15/ 39 Payroll De ductions and Their Legal Regulation 

4 7 11I17 I 39 Independent Unions Under the National Labor Re'latioll'S 
Act, 1938-1939 

46 8/ 31 I39 Revision of Social Security Act by 1939 Amendments 

45 7 I 6/ 39 Child Labor and Its Legal Regulation 

44 6/ 2/ 39 The Place of Law in Industrial Relations 

43 4/ 27 I 39 Apprentice Training and Vocational Guidance in 
Germany 
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Nu.:mber Date Title 

42 3/15/39 Methods of Settling Industrial Disputes in Canada 

41 2/3/39 Labor Law Resulting From the Administration and 
Interpretation of National and State · Labor Relations 
Act 

40 12/ 14/38 Annual Reports to Employees and Stockholders 

39 11/28/38 Independent Unions Under the National Labor Relations 
Act 

38 10/6/38 Fundamentals of a Good Retirement Plan 

37 7/28/38 Proposed Changes in Unemployment Compensation 
Legislation 

36 5/10/38 Independent Union Agreements and Constitutions 

~ 35 2/10/38 Considerations Involved in Work Sharing 

34 11/30/37 The Development of Modern Wage Legislation 

33 10/ l 9/ 37 Analysis of Nineteen CIO Agreements 

32 8/26/37 Methods of Settling Industrial Disputes in Australia 

31 6/18/37 Analysis of 1936 Strike Record 

30 4/6/37 Trade Union Law in Great Britain 

29 2/9/ 37 Adjustment of Wages to Cost of Living 

28 12/30/36 A.F. of L. Convention 

27 11/12/36 Industrial Pension Plans 

26 10/21/36 Registration for Old Age Benefits Under the Social 
Security Act 

25 9/9/36 Administrative Developments in Old Age Pensions 
Under the Social Security Act 

24 6/19/36 Training the Supervisory Staff 
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Number Date Title 

23 5/12/36 Unemployment Compensation Laws of Indiana and 
Mississippi 

22 3/25/36 State Unemployment Compensation Legislation 

21 2/3/36 Clark Amendment 

20 12/23/35 National Labor Relations Board Decisions 

19 12/6/ 35 National Labor Relations Board 

18 11/29/35 New York State Instructions to Employers Under 
Unemployment Insurance Law 

17 11I7 I 35 State Unemployment Compensation Legislation 

16 9 / l 7 I 3 5 State Unemployment Compensation Legislation 

\....../ 
15 8/23/35 The Social Security Act 

14 8/16/35 1. The Social Security Bill 
2. Court Decision Relating to Collective Bargaining 
3. Decisions of the National Labor Relations Board 

13 7/3/35 The National Labor Relations Bill 

12 5/27/35 Developments in Unemployment Insurance 

11 5/8/35 National Labor Relations Bill 

10 4/10/35 1. The Social Security Bill 
2. Summary of Pension and Unemployment Compensa-

tion Provisions of Economic Security and Social 
Security Bills 

9 3/27/35 1. Amendments to Unemployment Insurance Sections 
of Economic Security Bill 

2. Proposed State Unemployment Compensation Bill 
With PooledFund 

3. Wagner Trade Disputes Bill 

8 3/1/ 35 1. National Labor Relations Bill 
2. Comparison of the 1934 and 1935 Wagner bills 
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Number Date Title 

7 Z/Z0/35 1. Decisions of National Labor Relations Board 
z. Company Pension Plans and the Economic Security 

Bill 

6 Z/l/ 35 Company Pension Plans and the Economic Security Bill 

5 1/25/35 The Economic Security Bill 

4 10/31/34 1. Unemployment Insurance 
z. A. F. of L. Convention, etc. 
3. Supreme Court Decision on Railroad Retirement 

Act 
4. The Supreme Court and Section 7(a) 

3 10/'l.6/34 NRA and Collective Bargaining 

z 10/11/34 1. Responsibility of Supervisors for Good Industrial ' 
Relations and Foreman Training 

z. A. F. of L. 1 s Program for Reorganization of NRA 
'- 3. A. F .. of L. Questionnaire to Congressional 

Candidates 
4. Summary of Subject Matter of Foreman Training 

Courses-Federal Board for Vocational Educa-
ti on 

1 7/10/34 1. The Changing Scene in Washington 
z. National Labor Relations Board 
3. Industrial Plans of Unemployment Insurance 
4. Amendments to Railroad Labor Act 
5. Railroad Retirement Act 

'-' 
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