July Zoom Outline: Compensation for Pastors

Jim Fuller started the meeting sharing a few key points:
· Whether a church chooses or elects a pastor, it is the responsibility of the church to provide some type of compensation for the pastor, even with pastors who are bi-vocational.
· Even though the leadership of the church may have employers who regularly review and provide benefits for them, they often struggle with determining ways to compensate their pastor.  They probably have a clear example of compensation and benefits of what their employers provide for them, but often never develop a plan for the pastor, leaving them guessing about what is fair.
· The church expects its leaders to regularly review and take care of their pastor but it often goes unnoticed or unreviewed sometimes for years unless the pastor brings this up at a board meeting.  
· Without a plan does not show accountability.
 
Jim recommends every church should have a written plan for their pastors.  It should be clear and should include some of the following:
· Should take account of the pastor’s needs for his/her size of family.
· Benefits, such as housing allowance, medical, life insurance, retirement, disability income, reimbursed ministry expenses.
· The plan should have a clear outline on salary increments and cost of living raises. 
· 90% of pastors report working between 55-75 hours a week.  That is about 80% more than the average worker in the church.  Is the church properly compensating them for the extra hours? 
· A suggested amount of compensation should be compared to some of the highest earning members of your church. 
Jim explained why churches should have an organized compensation plan, including how it honors God, reduces awkwardness, provides stability, and can lower tax liability by structuring benefits properly. He shared that our website, www.pastoralcare.org has an excellent worksheet and outline for church leaders and pastors to consider in formatting a plan.  It is under the resources tab and has the heading Compensating Planning for Pastors.  It also has a housing allowance form and average salaries of church size and different denominations.  
Jim gave practical advice on structuring compensation, including the option of being a church employee, and shared a cautionary story about the harm caused by lack of a formal plan. 
STORY: A church hired a pastor and placed him on a percentage of offerings received.  They kept telling the pastor that they know this is low but with God’s help and as the church grows, he would be handsomely compensated.  They said this for years.  Finally, the church grew.  One day a board member noticed how much the pastor is now making and he wanted to make sure it is brought up at the next board meeting.  
When this was brought up the pastor was kind of blindsided.  He asked the board i=f he is getting more than they originally agreed to.  They said, “No”. He asked if the church is suffering financially from him receiving this income.  They said, “No, we are financially better than we have ever been. The pastor reminded the board whole his family was starving and doing without, the board kept reminding him that one day he would be handsomely compensated and that it is, there is a problem?  The pastor finally asked, “What is the problem?” One board member said, “You are getting too much!”  
This hurt the pastor and he tabled this until next month when the pastor resigned.  The reason for him resigning is that he felt like a “second-class person”.  He would be willing to negotiate or change his compensation but it was the tone of voice as if he had done something wrong.  If they would have had a plan that annually reviewed the pastor’s compensation, this situation would have never happened.   The pastor left for another church, which flourished with his leadership while the church that was greedy, thinking they were missing out on some income, dropped in attendance and the church suffered financially.  By the way, this was God’s money, not their own.
Jim led a discussion on compensation planning for pastors, emphasizing the importance of having a written plan to ensure fair and regular review of salaries and benefits. He highlighted how such plans honor God's Word, demonstrate love for pastors, and provide stability, while also offering tax benefits. 
How you approach your salary/benefits to your board is important.  Jim recommends using something like this:
“I would like to talk to you about salary and benefits.  (we may not have done this in a while)
I know that many of you appreciate your employer (or former employer if retired) reviewing your salary or providing a clear outline of salary increments, cost of living raises, and benefits from time to time. I hope you will do the same for me. 
I think it shows accountability to the church and to God for us to have something that will cover these.  Otherwise, it is kind of awkward and without any kind of direction.
I would like the church/board to consider reviewing my salary and benefits annually so you will know and better understand the needs of my family.  Things like this go unnoticed for years if we are not careful.”
Again, this is a common-sense approach or outline I am giving to you but something should be said if there is nothing in place.  If not for you but also to future pastors.   
If the church cannot provide any benefits, the pastor could allow the church to pay the medical insurance by lowering their salary by the cost of the insurance.  This way, the premiums are not paid with after-tax dollars, they are paid by the church with before-tax dollars.  It will save the pastor money when they file their taxes and the church does not have to match the Social Security on that payment.  I would suggest that the church use the money that would be normally paid for Social Security and place this in the form of benefits, such as life insurance, disability insurance, or retirement.  You can find more information about this on our website, www.pastoralcare.org under resources.  Click on Don’t Ignore 2018 Tax Changes. 
Alan’s and Randy discussed their own church compensation situations, with Alan’s noting mostly verbal arrangements and Randy raising concerns about high taxes as a self-employed pastor.
Randy shared that his church has recently started reviewing his salary annually but expressed concerns about high tax liability, to which Jim suggested considering employment status to reduce taxes and discussed options for tax optimization. The group agreed on the value of having structured compensation plans and expressed gratitude for the guidance provided.
The group also had brief personal updates and expressions of appreciation for the support and resources provided.  Jim again mentioned to download the outline on our website, it is a more thorough outline.

