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B
iomedical research is enjoying re-
markable growth, fueled by unprece-
dented levels of public and private

funding. The higher-education community
increasingly views biomedical research
and the intellectual property it generates as
keys to university prestige and prosperity,
while political leaders covet biotechnology
as a favored engine of regional socioeco-
nomic development. In this bullish milieu,
U.S. medical schools are vigorously invest-
ing in new facilities and hiring research
faculty who are expected to generate suffi-
cient external research funding to become
substantially self-supporting. To spur fac-
ulty effort, the schools, with growing fre-
quency, are offering annual salary bonuses
of upwards of tens of thousands of dollars
to basic science faculty for crossing certain
thresholds of sponsored research funding
or recovering targeted portions of their
salaries from extramural grant support.
Although many administrators and faculty
members herald the outcomes of bonus pay
plans as “win-win” for both researcher and
institution, we believe that these new com-
pensation policies have the potential to un-
dermine traditional academic relation-
ships, as well as concepts of academic val-
ues, mission, and duty. 

According to the Association of
American Medical Colleges’s 2002 survey
of faculty personnel policies, 80 of 125
U.S. medical schools now offer some type
of salary bonus or incentive policy for ba-
sic science faculty. Some forms of incen-
tive programs are not entirely new—for ex-
ample, one-time recognition awards for
teaching or research excellence. However,
as demonstrated in the corporate setting,
recognition programs have limited impact
because they tend to recognize only a
handful of individuals, do not change be-
havior, and do not motivate people to per-
form at higher levels (1). Another form of
incentive is for institutions to provide pro-
ductive investigators supplemental funds to
cover research-related expenses such as ad-
ditional personnel, travel, journal subscrip-
tions, equipment, or recruitment costs. 

Neither of these types of incentive pro-
grams, however, directly links investiga-
tors’ paychecks to performance the way
salary incentive programs do. Typically
available to full-time tenured and tenure-
track faculty members, research incentives
are based on one of three factors: (i) the
percentage or amount of salary recovery
the investigator generates; (ii) the amount
of recovery of administrative and facility
costs (also known as indirect costs) from
all grants the investigator is awarded; or
(iii) a combination scheme based on salary
and indirect cost recovery. 

The size of incentive payments can vary
widely depending on how the institution
structures the plan. For illustrative purpos-
es, we devise a hypothetical faculty mem-
ber, Dr. Smith, who earns an annual uni-
versity salary of $100,000. Dr. Smith re-
covers 75% of her salary through external
funding. In this hypothetical example, the
university recovers $125,000 of its indirect
costs from Dr. Smith’s research programs.
We applied this hypothetical case to the ex-
tant research incentive policies at four pri-
vate and six public medical schools (see
table, page 477). At one end of the scale,
Dr. Smith would receive an incentive pay-
ment of $30,000, a 30% increase over her
base salary; at the other, her payment
would be just over $3000, a 3% bonus.
Observers may assume “up-and-coming”
institutions would be more likely to offer
bonus pay than schools with solid research
reputations. As the table indicates, howev-
er, institutions that have implemented basic
science incentive pay plans span the range
of research intensity. 

Faculty practice plans have long since
adopted performance-related compensa-
tion plans, including salary bonuses, for
medical school clinical science faculty
(M.D. faculty who engage in variable com-
binations of teaching, research, and provi-
sion of patient care services). These re-
wards are expected to manage market-
competitive compensation levels well
above typical academic norms, to spur
clinical activity, and to increase revenues
and market share. Extension of the incen-
tive pay model to basic science faculty is of
recent vintage, but has similar purposes of
spurring growth and increasing market
share. Moreover, this trend seems to be

spreading: of the 10 medical schools in the
table, for example, 8 have developed or
significantly revised their research incen-
tive policies since 2000. 

Benefits of Incentive Compensation
Plans
For the medical schools—and especially
for private and public research-intensive
schools, whose “hard money” base is typi-
cally less than 15% of total annual expen-
ditures (2)—the plans offer welcome fi-
nancial flexibility. Thus, the institution can
participate in the biomedical research
boom and attempt (often explicitly) to bet-
ter its standing in the NIH rank list of
award recipients; leverage its limited insti-
tutional funds in managing the substantial
costs incurred in assembling physical in-
frastructure and intellectual capital; and
enhance institutional prestige and attrac-
tiveness to its many publics. 

As indicated in the table, salary incen-
tive plans can offer faculty a sizeable boost
in annual income, which can be an impor-
tant tool in recruitment and retention.
Incentive compensation can keep success-
ful researchers from drifting to greener
pastures and can lure new faculty members
contemplating multiple job opportunities.
In an era of unprecedented state-budget
deficits, when many public institutions
have had their pools for salary increases
deeply slashed or eliminated entirely, in-
centive plans enable productive investiga-
tors to maintain or improve pay despite se-
vere budgetary constraints. Finally, re-
search incentive plans begin to offer basic
scientists a type of performance-based
compensation system comparable to those
that clinical science faculty have enjoyed
for many decades, thereby promising to ad-
dress some of the sense of financial in-
equity between faculty scientists and clini-
cians that has long plagued schools of
medicine (the differential in average com-
pensation between basic and clinical sci-
ence faculty at U.S. medical schools was
over $70,000 in 2002).

Potential Drawbacks
We argue that salary incentive plans, for
all of their perceived benefits, carry po-
tential risks that should concern academic
leaders both in the medical school and
across the university. First, and perhaps
most problematic, is the institutional en-
dorsement of a faculty reward system that
disproportionately recognizes achieve-
ment in only one of the institution’s mul-
tiple academic missions. These incentive
systems, in effect, tend to transform fac-
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ulty into academic piecework-
ers and to devalue components
of the academic mission such
as mentorship, citizenship, and
institutional and public serv-
ice that are less tangible and
more difficult to quantify. Put
differently, such compensation
schemes threaten to undermine
faculty’s fidelity to “academic
duty” (3). Incentive policies
based on volume of sponsored
research dollars may produce
basic science faculty too busy
to teach and mentor. As finan-
cial and productivity data and
increasingly widespread anec-
dotal reports suggest, this has
been the fate befallen many
clinical science faculty who,
responsible for generating
their salaries through patient
care revenues in a managed
care environment of steadily
decreasing reimbursement per
unit of clinical service, have found them-
selves with progressively less time for stu-
dents, let alone scholarly pursuits (4–6).
Furthermore, at a time when academic
biomedical research is burdened with ex-
panding regulatory requirements that de-
mand faculty participation on review and
oversight committees, faculty with bonus
pay tied to research dollars may have less
incentive to contribute to institutional and
community service. Indeed, some medical
schools have already found it necessary to
pay faculty for service on institutional re-
view boards. Institutions cannot demand
academic duty if faculty compensation
systems become increasingly tied to
measures of productivity that do not rec-
ognize good citizenship, nor can they ex-
pect scholarship unless they provide fac-
ulty the time to be scholars.

Second, salary incentives for research
faculty may alter academic values. These
plans tend to be structured to reward re-
search that attracts external sponsors who
pay full indirect costs, which may distort
the university’s research portfolio both
qualitatively and quantitatively. Faculty
members may lose incentive to pursue un-
conventional, risky, or cutting-edge investi-
gations that may have difficulty winning
grant support from full-cost sponsors.
Bonus plans may also distort university
values by hampering collegiality or foster-
ing a community of “haves” and “have-
nots” within the same academic units. A
faculty member at the threshold of signifi-
cant salary bonus may forego collabora-
tion, mentorship, teaching, or service to the
profession in order to secure one more
grant. Salaries of researchers successful at

winning sizable extramural grant support
may increase appreciably while those with
larger contributions in other mission areas
languish. Neither scenario can be good for
faculty morale or, in the longer term, acad-
eme itself. 

Finally, research incentive compensa-
tion policies could tarnish academic mis-
sion by further enhancing an already
problematic image of commercialism (7)
to an American public that has long held
the perception of universities and their
medical schools as institutions of public
trust (8). The academy should be careful
to avoid even the appearance of excessive
inurement of investigators who derive so
much of their research support from fed-
eral funds. It is noteworthy that the FY
2003 work plan of the Department of
Health and Human Services Inspector
General explicitly targets faculty effort
and compensation reporting on NIH
grants (9). In a climate of heightened reg-
ulatory scrutiny, academic medicine is
deeply concerned that current NIH guide-
lines regarding faculty effort and compen-
sation reporting are dated and clash with
contemporary academic medical center
organization and compensation arrange-
ments (10). Notwithstanding, the guide-
lines clearly disallow faculty bonus plans
keyed exclusively to the magnitude of
NIH grant support. Institutions planning
to initiate research incentive compensa-
tion mechanisms should be sure to under-
stand the applicable regulations. 

U.S. medical schools have long
demonstrated a pattern of insatiable ap-
petites fed increasingly by external funds
from public sources (6). Beginning with

the enactment of Medicare and
Medicaid, generous streams of
clinical revenue fueled the
massive expansion of the aca-
demic clinical enterprise, lead-
ing to a seven-fold increase in
the number of clinical science
faculty and an enterprise that
became largely self-driven,
self-sustaining, and increasing-
ly unlinked from the core
needs of medical education and
research. The funding environ-
ment dramatically changed
with the advent of managed
care, and now, almost 20 years
later, clinical academe, and es-
pecially clinical research and
scholarship, is under enormous
stress. The recent 5-year dou-
bling of the NIH budget seems
to have sparked a similar re-
sponse in the biomedical re-
search enterprise, with sub-
stantial new borrowings for the

construction of state-of-the-art research
facilities and significant expansions of re-
search faculty who, increasingly like their
clinical colleagues, are expected to be-
come substantially self-sustaining. Med-
ical schools should take care that they are
not inadvertently setting themselves up to
import into their basic research and teach-
ing programs the distortions, strains, and
morale problems that presently afflict the
clinical side of their houses.
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FACULTY INCENTIVE COMPENSATION PLANS

Medical Control Quintile ranking of Hypothetical 
school research funding incentive ($/year)

A Private 2 3,155

B Public 4 5,250

C Public 4 9,375

D Private 1 10,000

E Private 1 12,500

F Private 2 12,500

G Public 3 15,000

H Public 3 20,455

I Public 2 20,833

J Public 3 30,000

Annual incentive payment at 10 medical schools for Dr. Smith, a hypo-

thetical faculty member with a $100,000 salary (75% covered by extra-

mural research support) and $125,000 in indirect cost recovery from all

sponsors. Schools are not identified by name to protect their confidential-

ity. See (11) for more information about quintile ranking of research fund-

ing (total grants and contracts).
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