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• Declining enrollments
• Reductions in state funding (for public institutions)
• Higher operating costs: salaries, benefits, goods, 

services, facilities, utilities, technology

Financial Challenges in Higher Education
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• Demands for more affordable education: 
• Faster time to degree
• Less student debt
• More value for degree

• Operational inefficiency and under leveraged technology
• Low levels of productivity, poor culture/morale
• Low tolerance for tuition increases

Financial Challenges in Higher Education

4



Financial Challenges in Higher Education

• At most colleges and 
universities, 70% or 
more 
of all expenditures are 
related to personnel 
costs (salaries and 
benefits)

• When it comes time to 
cut costs, only so much 
can be reduced from 
goods and services



• What types of institutions are represented here today?
• Public Colleges or Universities
• Private Colleges or Universities
• Community or Technical Colleges

• Have any institutions previously implemented an early retirement 
or VSIP program?

• Are there any specific concerns you would like us to try to address 
during today’s presentation? 

Framing Questions
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Factors Driving Early Retirement/VSIP Offers 
● Declining investments and funding
● Increasing operational costs
● Declining enrollments in professional 

programs

● Increased organizational efficiency
● Consolidation of existing service areas
● Departmental restructurings
● Leverage emerging technologies

● Address declining/reduced productivity
● Instill new ideas/energy into the institution

Financial Cost 
Reduction

Organizational 
Restructuring

Faculty and 
Staff Renewal



• Hiring freeze/moratorium
• Delayed recruitments 
• Compensation/raise deferrals
• Voluntary or forced reductions in hours/work shifts
• Reduced health/retirement benefits
• Travel and entertainment freeze/reduction/elimination
• Training/professional development freeze
• Seniority based reductions in force

Non-Strategic Labor Cost Cutting Ideas



Early Retirement vs.
Voluntary Separation Incentive Plans (VSIP)

• Direct link to Retirement Plan

• Employee must retire and begin 
participating in distribution

• Common incentive across all 
employees (discrimination tests)

• Limited flexibility in structuring 
terms and conditions

• Seeks employee’s resignation in 
exchange for a financial incentive

• Greater flexibility in structuring 
terms of the offer, qualification for 
the incentive, timelines, etc.

• Opportunities exist to 
differentiate:
− Incentive terms (e.g., 

different for faculty vs. staff)
− Departure dates
− Other program elements

Early Retirement Incentive Voluntary Separation Incentive



Before offering a VSIP, it is important to consider:
• Average number of annual retirements
• Preliminary incentive terms and conditions 

necessary to generate sufficient interest
• Estimated potential interest in in VSIP

• Preliminary incentive costs, ROI timeline, and 
other variables (e.g., employee replacement, 
reduced salary)

• Potential operational and cultural                                             
impacts/risks/benefits

Assessing the Viability of a VSIP

Do they want this?
Desirability

Should we do this?
Viability

Can we do this?
Feasibility

The Most 
Valuable Design



The following approach should be taken to assess the 
viability of an offer:

1. Define VSIP terms and identify potential VSIP target population

2. Meet with all Deans, VPs and other leaders to:
• Assess each person’s potential interest
• Identify operational issues and cultural impacts
• Determine interest level among leaders
• Define financial and non-financial benefits

3. Conduct faculty and staff 
focus groups to assess 
interest levels and identify 
incentive components

4. Create financial plan and 
understand ROI

5. Assess risks and benefits

Assessing the Viability of a VSIP
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Common Terms and Conditions

Eligibility
• Years of Service
• Age
• Points to X

Financial Terms and 
Timing

• Faculty: 1 year of pay; leave full academic 
year from opt-in

• Staff: 6 months – 1 year of pay lump sum; 
leave within 3 – 6 months from opt-in

Other Terms

• Some continuation of health care 
(participants under age 62)

• Continuing affiliation for faculty
• One-time offer



• Construct 
different eligibility 
scenarios

• For planning 
purposes, 
assume 25% 
participation rate

• Age plus service
• Amount of the 

incentive for 
faculty and staff

• One-time costs
• Payback scenarios

• Administrative 
Leadership, 
Academic 
Leadership, 
Potential 
participants

Consider Impacts to Mission, Operations, Finances, and Culture

How to Get a VSIP Started

Identify number 
of people 
eligible

Create eligibility 
and incentive 
scenarios

Estimate potential
costs and savings

Test interest 
levels



1. Eligible participants file a confidential expression of interest
• 30 – 45 day period
• Provide access to independent 

financial/retirement counseling
• Validate interest level and operational 

risks and benefits
• Program not offered if sufficient interest 

is not generated

2. Determine whether to formally offer VSIP

3. Prepare and distribute the VSIP offer to eligible faculty and 
staff
• Narrow window to opt in (2 – 4 weeks)
• Employees sign binding agreement to 

resign in exchange for incentive

Program Mechanics
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• Funding approaches
• Central one-time funding
• Distributed funding
• Combination

• ROI and payback scenarios
• Typically 1 to 3 years
• Shorter timeline results in higher 

degrees of short-term operational 
impacts

• Assume 100% faculty replacement
• Costs savings achieved on lower salaries
• Issue in professional programs (e.g., business schools)

• Assume 80% or less staff replacement
• Cost savings through non-replacement of staff positions and lower salaries

Funding Approaches and Considerations
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• Can employees who have opted into VSIP return to 
work at the institution in the same or different role?

• Will offer be extended to employees who 
are close to meeting the eligibility 
requirements?

• What if some leaders don’t support the program?
• What messages and support efforts do 

you offer those “left-behind”?
• How do you celebrate those that are leaving?
• How do I obtain external/objective support 

for assessing the opportunity and building 
the program components?

• How do I ensure there is clarity about the 
replacement terms?



Thank you!

Norm Jacobson
Senior Vice President
njacobson@sibson.com
212.251.5250
www.sibson.com

Kelly Jones
Senior Vice President
kjones@sibson.com
216.687.4434
www.sibson.com

Please complete the online evaluation form for this session. CUPA-HR 
will e-mail session evaluations to you today.


	Voluntary Separation and�Early Retirement Incentive Programs for Faculty and Staff�
	 
	Financial Challenges in Higher Education
	Financial Challenges in Higher Education
	Financial Challenges in Higher Education
	Framing Questions
	Factors Driving Early Retirement/VSIP Offers 
	Non-Strategic Labor Cost Cutting Ideas
	Early Retirement vs.�Voluntary Separation Incentive Plans (VSIP)
	Assessing the Viability of a VSIP�
	Assessing the Viability of a VSIP
	Common Terms and Conditions
	How to Get a VSIP Started
	Program Mechanics
	Funding Approaches and Considerations
	Slide Number 16
	Thank you!

