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1. Introduction

In 2012, Philip Altbach, director of the
Center for International Higher Education
at Boston College edited a book of read-
ings called “Paying the Professoriate: A
Global Comparison of Compensation and
Contracts.” The volume could not have come
at a better moment. It provides an interna-
tional comparison of salaries in twenty-eight
countries, across a wide variety of universi-
ties. Some of the findings are enlightening,
although not surprising. In lesser devel-
oped countries, such as Armenia, Russia,
and China, academics earn a very low pay
and are compelled to rely on moonlighting
in order to significantly supplement their
income. In some cases, salaries are so dis-
mal that university professors need to more
than double their pay just to make ends meet.
Even in countries in which pay is relatively
more substantial, academics hold a second
job, such as consulting or even something to-
tally unrelated to their academic credentials.
Obviously there is a brain drain from coun-
tries such as India, China, Russia, and oth-
ers to countries, such as Canada, the United
States, Germany, Australia, and similar. But
the most damming finding appears the fact
that salaries in academia lag behind the pay
received by other professionals, such as law-
yers, medical doctors, counselors, psycholo-
gists, engineers, and architects. This appears
true across the board, including developed
countries. Even academics who teach and re-
search in law, business, or engineering tend
to be underpaid relative to those who actu-
ally practice law, business, or engineering.

The authors of the volume on academic
pay consider that the viability of the educa-
tion systems is contingent on the ability to
recruit talented and capable academics. It

stands to reason that in order to produce high
quality research and scholarly work, one has
to rely on outstanding talent. In order to have
competent and well-rounded graduates, able
to function as engaged, productive, and re-
sponsible citizens, one has to ensure excel-
lence in teaching. This obviously requires the
best and the brightest of academics.

In Canada and the United States, busi-
ness schools are already paying a market
differential to attract professors to teach
disciplines such as Finance, Accounting,
Marketing, Management and Human
Resources. Business professors are invariably
paid more than they counterparts teaching
English Literature, Philosophy, or History.
In accounting, starting salaries for young and
inexperienced assistant professors routinely
edge above $100,000/year; yet, it is increas-
ingly difficult to find qualified accounting
graduates holding a doctorate and willing to
engage in a career of teaching and research.
Accountants can easily double this amount
by taking a job with an accounting firm, or
any other successful corporation.

Philip Altbach seems to conclude that
by underpaying university professors rela-
tive to other professionals, one is jeopardiz-
ing the health and viability of the higher
education system as a whole. The entire anal-
ysis and discussion that leads towards this
conclusion is predicated on the assumption
that academia is yet another form of pro-
fessional activity. This begs the question of
whether academics are indeed professionals,
and if their activity and pay should be com-
pared to those of other professionals.

This paper claims that academics
are quite different from most professional
categories, although they are many com-
mon characteristics. The desire to compare
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academic pay to those of other profession-
als is humanly understandable, yet trying
to turn academics into regular professionals
would have far-reaching consequences from
a wider social perspective. Emphasizing
monetary rewards at the expense of intrinsic
drivers would most likely attract the “best
and the brightest,” but it would also change
the nature and structure of the academic out-
put. The next section compares and contrasts
the characteristics of universities and those
of professional organizations. Section three
discusses in more detail the implications of
turning academics into professionals, and
section four concludes.

2. Of academics and professionals

Professional organizations bear signifi-
cant resemblance to universities, however,
they are quite distinct from them in many key
aspects (Table 1).Professionals are highly ed-
ucated and skilled individuals who deliver a

specialized service at market prices. In a vast
majority of cases their skills are transferable
from one institution to another. The output,
although intangible is generally a good des-
tined for private consumption. An attorney
representing a client in a divorce proceeding,
a plastic surgeon performing a face lift, or an
architect producing the blueprints of a new
condo building represent classic examples.

Because the economic output of profes-
sional organizations is sold at a price, subject
to supply and demand, it is relatively easy to
perform a cost benefit analysis, and economic
performance metrics are relatively straight-
forward to use and interpret. Professionals
represent strategic assets for the organiza-
tions that employ them; this is why the gov-
ernance structure of these organizations is
rather flat. While social status and reputa-
tion probably represent important drivers for
medical doctors, lawyers, engineers, and ar-
chitects, monetary rewards are also very im-
portant in motivating their work.

Table 1. A comparative analysis of academics and professionals.

Academics Professionals
Skills Specialized and general Specialized & transferable
Education Graduate and post-graduate Undergraduate and graduate

Human capital | Strategic asset

Strategic asset

Output

Intangible, mostly public goods

Intangible, mostly private goods

Incentives

Social status & intrinsic rewards

Social status & monetary rewards

adigm ket

Economic par- | Peer-production, outside the mar- | Supply and demand, within the

market
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Unlike most professional organizations,
academia is to a great extent a peer-produc-
tion network delivering mainly intangible
public goods. Universities have been the pi-
oneers of the knowledge economy. The eco-
nomic output of universities is manifested in
several discernible ways [Valsan and Sproule
(2008)]:

(i) Creation of knowledge. Without a
doubt, knowledge is largely responsible for
bringing about significant social and eco-
nomic change [Romer (1986) and (1990)].
While knowledge has always been the main
catalyst of economic and social endeavors, it
has increasingly become the main ingredient
and output of the socio-economic process.

(ii) Investment in social capital. The cre-
ation of objective knowledge and its dissemi-
nation play a paramount role in maintaining
the coherence of our system of social and cul-
tural organization. The open society needs
engaged citizens, sharing common values,
who are aware of their their socio-economic
environment, and are able to make respon-
sible choices [Veblen (1918), Popper (1945),
Hayek (1960), Kamens (1988), Milligan et al.
(2004)]

(iii) Investment in human capital. The
output of higher education has a private
component, in the form of increased earn-
ing power of graduates; and a wider social
component, in the form of increased produc-
tivity and economic growth for society at
large [Romer (1986) and (1990)]. Ashenfelter
and Rouse (2000) contend that the relation-
ship between (higher) education and earning
power is arguably one of the best-document-
ed in economics.

(iv) Signal of quality: The degree grant-
ed by universities signal that graduates have
undergone a systematic process of evaluation
consistent with widely accepted quality as-
surance standards. The ultimate beneficiaries
are the graduates themselves who can claim
credible quality; potential employers who
can differentiate among potential candidates;
and society at large who benefits from a bet-
ter allocation of human capital.

The bulk of the academic output can-
not be traded in the market at prices that
reflect supply and demand. The main pri-
vate good component of university output
is the enhanced earning power of gradu-
ates. Knowledge and social capital are public
goods by excellence.

Universities operate to a great de-
gree outside financial and product markets.
They raise financial capital from taxpayers,
donors, and students, and human/academ-
ic capital from academics and other schol-
ars. The constituencies who benefit from
their output include, but are not limited to:
students, graduates, the academic commu-
nity, businesses, not-for-profit organiza-
tions, taxpayers, and others. Students and
academics engage in both public and private
consumption.

Universities deal with easy to quan-
tify immediate financial costs but with eco-
nomic results that are vague and distant into
the future. Because economic results are so
hard to ascertain, measuring economic per-
formance is very problematic. There are very
few objective metrics of operating and eco-
nomic performance, if any. Human capital
represents the main strategic asset of aca-
demia. Unlike in the case of a majority of
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for-profit corporations, strategic assets can-
not exist on their own, independently from
the providers of capital. The technological
core of the university cannot be divested and
sold piecemeal on the market.

Since an overwhelming portion of the
academic economic output is made of intan-
gible, public goods, and the main strategic
resource is human capital, the more efficient
form of activity is peer production — that
is, self-organized collaboration outside the
market.

3. Should academics be treated and
paid like other professionals?

Academics have always complained
about relatively low pay. The aforemen-
tioned book lends more credibility to their
claims. In many countries, university profes-
sors actively lobby for higher pay. In profes-
sional schools, such as business, medicine,
engineering, and law, the lure of high paying
professional jobs have forced many universi-
ties to pay market differentials, as already in-
dicated above.

Moreover, universities have increas-
ingly moved to embrace academic capitalism
— a concept centered on market transactions,
performance metrics, and competitive pay.

The ascension of performance met-
rics and quality assurance standards in high-
er education is hailed not only by professors,
but by administrators as well, for it legiti-
mizes control over university resources and
more generous compensation packages.

Nowadays, top university managers
increasingly require the perks and lifestyle
traditionally reserved for top corporate exec-
utives [Valsan and Sproule (2008) and (2010)].
Both in Canada and the United States, some

university presidents earn like Fortune 500
CEOs. By the early 2000, five university pres-
idents in the United States already earned
over $1 million, with a median compensation
for the job $360,000 . In Canada’s public uni-
versity sector, administrator’s pay is lagging
somewhat behind that of their American
counterparts; yet, faculty unions wield for-
midable strength and push academic salaries
up year after year. However, academics are
chasing a moving target, because doctors’,
engineers’, and lawyers’ pay is edging even
higher.

There is no denying that academia is
already undergoing a transformation process
destined to make it more like a professional
organization. This is done by (i) moving from
peer evaluation of performance based on
trust to “objective” performance metrics; and
(i) increasing emphasis on monetary com-
pensation at the expense of intrinsic motiva-
tion. The important question here is whether
this metamorphosis is warranted. The cur-
rent paper argues that moving to a profes-
sion-like paradigm represents a fundamental
change with profound implications for the
social and economic nature of the modern
university. This in turn has far-reaching con-
sequences for society at large.

To the extent to which measuring
teaching performance relies on teaching
questionnaires and satisfaction surveys, the
quality of the economic signal represented by
the degree granted by the university might
become diluted. There is a perverse incentive
for both professors and students to collude
and reward each other in the classroom at
the expense of the education process [Valsan
and Sproule (2008) and (2010)]. However,
teaching performance based on “objective”
metrics and research measured in funding,
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grants, and industry profits allow adminis-
trators to gain more control over how aca-
demics are compensated. A gradual switch
towards monetary compensation would im-
pact the motivation of academics already in
the system and attract a different profile of
university professors, that is, those who are
more interested in monetary rewards.

Yerkes and Dodson (1908), and
Ariely, Gneezy, Loewenstein, and Mazar,
(2005) argue that “excessive incentives could
undermine task performance,” although the
motivation might remain unchanged. Vohs,
Mead, and Goode (2006) show that signifi-
cant monetary rewards bring about “a self —
sufficient orientation,” and make people less
willing to cooperate. It is obviously hard to
preserve the motivation for collective action
when the monetary incentive cancels the in-
trinsic willingness to participate in creating
the public good. Moreover, mentioning mon-
etary payment is often sufficient to switch the
perceived relationship from a social-market
relationship (in which intrinsic motivation
is the core) to a money-market relationship
[Heyman and Ariely (2004)]. Once a social
relationship converted into a market rela-
tionship, there is no room for coming back
[Gneezy and Rustichini, (2000)].

The most significant results of this
re-orientation towards top-talent sensitive
to top-pay is to emphasize the private com-
ponent of the academic output. Universities
would no longer invest in social capital and
create objective knowledge, freely avail-
able to all; they would rather focus on en-
hancing the earning power of a select social
strata, thus creating proprietary knowledge
to be used by corporations in delivering pri-
vate goods to an increasingly monopolistic
market.

Intangible public goods are hard to
measure and ascertain. Delivering them re-
lies on trust, and the good will of economic
agents (i.e., academics in this case), which
in turn rest on a strong intrinsic motivation
that extends well beyond monetary rewards
or administrative penalties. A more profes-
sional-like university would turn away those
motivated by intrinsic rewards — precisely
the profile willing and able to deliver public
goods.

4. Concluding remarks

University professors on the one hand,
and professionals, such as doctors and law-
yers on the other hand, share many things in
common, yet they are also different in key as-
pects. One of the most important differences
are the economic paradigm and the nature of
the motivation.

Traditionally, academics are part of a
vast peer-production network, operating
outside the market; academics are driven
by intrinsic motives to deliver mostly public
goods. Turning them into regular profession-
als requires, among other things, empha-
sizing “objective” performance metrics to
legitimize a significant monetary compensa-
tion package. While this might attract “the
best and the brightest,” it might also change
the whole economic paradigm. Switching
from individuals primarily motivated by in-
trinsic rewards to individuals primarily mo-
tivated by money might decrease the total
economic output of the university and modi-
fy its structure.

Appealing to extrinsic rewards would
motivate those seeking higher pay, and hence
would likely boost the private component of
the output. Turning away those motivated
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by intrinsic rewards, that is, those willing to
produce outside the market and share with
others, would reduce the public good compo-
nent. Since the latter traditionally represents
the bulk of what universities do, it is conceiv-
able that the total economic output might
eventually decrease. The re-orientation of ac-
ademic output from public to private goods
is not inherently better or worse; it would

profit centers from a fiscal perspective; and
that tenure — one of the pillars of the current
academic establishment, destined to nurture
and protect academic freedom and intrinsic
motivation — be called into question, for it
would appear it no longer serves any useful
purpose. The only question to be asked here
is whether such a re-orientation is merely de-
sirable from a wider social perspective.

only require that universities be treated like

REFERENCES:
1. Ariely, Dan, Uri Gneezy, George Lowenstein, and Nina Mazar (2009) “Large Stakes and Big Mistakes,”
Review of Economic Studies, 76, 2, 451—469

2. Ashenfelter, Orley and Cecilia Rouse (2000) “Intelligence, and Income in America, in Meritocracy and eco-
nomic inequality,” Arrow, Kenneth; Bowles, Samuel; Durlauf, Steven, eds., 89-117

3. Gneezy, Uri, and Aldo Rustichini (2000) “A Fine Is a Price,” Journal of Legal Studies, 29, 1, 1-18
4. Hayek, Frederick von (1960) The Constitution of Liberty, Chicago University Press

5. Heyman, James and Dan Ariely(2004) “Effort for payment. A tale of two markets,” Psychological Science,
15, 11, 787-93

6. Kamens, David H. (1988) “Education and Democracy: A Comparative Institutional Analysis,” Sociology of
Education, 61, 2, 114-127

7. Milligan, Kevin, Enrico Moretti, and Philip Oreopoulos (2004) "Does education improve citizenship? Evi-
dence from the United States and the United Kingdom,” Journal of Public Economics, 88, 1667- 1695

8. Popper, Karl (1945) The Open Society and Its Enemies, Routledge & Kegan Paul
9. Romer, P (1986) “Increasing Returns and Long-Term Growth,” Journal of Political Economy, 94, 1002-1037
10. Romer, P (1990) “Endogenous Technological Change,” Journal of Political Economy, 98, S71-5102

11. Valsan, Calin and Robert Sproule (2010) “Why Is it so Hard to Govern Higher Education? The University as
a Public Corporation,” International Journal of Arts & Sciences, 3, 14, 374-390

12. Valsan, Calin and Robert Sproule (2008) “The Invisible Hand Behind the Student Evaluation of Teaching: The
Rise of the New Managerial Elite in the Governance of Higher Education,” Journal of Economic Issues, XLII, 4

13. Veblen, Thorstein (1961) The Place of Science in Modern Civilization, New York: Russell & Russell

14. Vohs, K.D., N. L. Mead, and M.R. Goode (2006) “The psychological consequences of money,” Sci-ence, 314,
1154-1156

15. Yerkes R. M., and ].D. Dodson (1908) “The relation of strength of stimulus to rapidity of habit — formation,”
Journal of Comparative Neurology and Psychology, 18, 459-482

I No. 20 ~ 2074



