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Table 4 shows the annual pattern of sav-
ings from this simulation. Note that

i the savings and costs for each year of
the program are calculated over a five-
year interval, for that is the period
over which the University distributes to
STRS the buyout costs. Total savings

| summed over each five year cycle for

| each year of operation up through 1992

' amount to $4.556 million. 23

i Because the value of k = 0.55 used

in this simulation is far above a more

realistic value (probably of the order

1 of 0.45), the actual savings most prob-

| ably would be in excess of those esti-
mated in this exercise. Therefore, the
expected benefit - cost relationship is
highly attractive to BGSU, and an ERI
program on an annual basis may be attrac-
tive to other state universities.

Post Script

Since December 1986, an ad hoc
Faculty Senate committee of which the
i author is a member, has been negotiating
with the Vice Presidents of Academic
Affairs and of Resource Planning to re-
institute the Early Retirement Incentive
Plan at Bowling Green State University.
Faculty interest in a renewal of the
plan on an on-going basis has been
extremely high, and decisions to retire
have been postponed until the issue has
been settled. An average of only three
faculty members per year have retired
since 1984-85. In August, 1988 the
Vice-Presidents have recommended to the
President, and he has concurred with
their recommendation, that the ERI be
reinstated in January, 1990 with a maxi-
mum of four years of service credit to
, be purchased by the University. More-
over, to maintain a reasonable ratio of
retired faculty teaching supplementarily
for one-term to full-time faculty, the
l reinstated program would allow only up
to three years of post-retirement
‘teaching at the option of the faculty.
The recommendation is under consider-
ation by the Faculty Senate and modifi-
cations may be proposed. ’
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and William York, all of BGSU, for their
advice and assistance in this study.
Errors and omissions, however, are the
responsibility of the author.

2. A 1987 study of the Pennsylvania
public university system, which in 1982
had moved back the mandatory retirement
age to 70, revealed that the average
retirement age was not affected by this
change in the mandatory retirement age.
About two-thirds of the faculty con-
tinued to retire by age 66. See
"Personal and Professional,” Chronicle
of Higher Education, December 16, 1987,
p. All,

3. Ibid. p. All.

4, See "Labor Letter,"” Wall Street
Journal," Tuesday, March 8, 1988, p. 1.
"People retire when they think they can
afford it."

5. Ohio Revised Code, Sec. 3307.35.

6. Mimeographed report of the Ohio
State Teachers Retirement System, April -
23, 1986, p. 17. By June 30, 1986 the
number of institutions with ERI plansg
had increased to 308 out of a possible
789. STRS, 1987 Early Retirement
Incentive Survey, Columbus, September
1987, p. 4.

7. Only Miami University purchased
three years or less of service credit,
as did the North East Ohio University
College of Medicine. The purchase of
even one or two years of service credit
can induce early retirement for a
teacher with twenty-nine or twenty-eight
years of service, respectively. The
Ohio retirement system carries a heavy
penalty for a teacher retiring with less
than thirty years of service or before
age sixty-five. For example, a teacher
age 58 with twenty-eight years of
service who retires will receive as
retirement pay only 50.4 percent of her
final average salary. A purchase of two
additional years of credit would allow
her to retire at the same age with sixty
percent of her salary. At age fifty-
eight and with twenty-nine years of
service, she would receive as retirement /
pay only 55.1 percent of her final aver-
age salary; a purchase of one year would
increase her retirement pay to sixty per-
cent. A five year purchase plan for
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