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Establishing a Pastoral Compensation Strategy 
by David B. Gregory, Financial Officer 
and Michael L. Fitts, BA, Pastoral Adjutant/Ministry Coordinator, FBC of Downey

Purpose: The purpose of this paper is to provide a guideline for the local church with strategies to systematically develop a pastoral compensation plan that honors God, provides for the adequate compensation of the pastoral staff and undergirds the church and its ministries. We recommend that after developing your church’s pastoral compensation plan that you have your accountant or CPA review the plan.

      A) The Biblical basis of adequate compensation for pastoral staff. 

                 B)   Establishing a Base Salary for the Senior Pastor. 

                 C)   Supplementing the Base Salary.

                 D)   Benefits.

                 E)   Reimbursements.

                 F)   Additional Pastoral and Support Staff guidelines.

A) The Biblical Basis of Adequate Compensation for Pastoral Staff

Scripture provides clear guidelines into the way in which pastoral staff should be compensated.  Those who answer the call to the ministry take on significant responsibilities.  Surveys indicate that most pastors, even on multiple staff,  are involved in ministry responsibilities 60-80 hours per week.  The hours are generally long each day and extend into the evenings on at least two to three evenings per week.  A pastor is on call at any time day or night for emergencies and intervening in crises.  A pastor is required to be a biblical scholar, counselor, teacher, leader, vision caster for the church, chief cook and bottle washer and many other functions. 

In 1 Timothy 5:17-18, Paul writes, “The elders who direct the affairs of the church well are worthy of double honor, especially those whose work is preaching and teaching.  For the Scripture says, ‘Do not muzzle the ox while it is treading out the grain,’ and ‘the worker deserves his wages.’”

In Galatians 6:6-7, Paul writes, “Anyone who receives instruction in the word must share all good things with his instructor.  Do not be deceived: God cannot be mocked.  A man reaps what he sows. “

1 Thessalonians 5:12-13 says, “Now we ask you, brothers, to respect those who work hard among you, who are over you in the Lord and who admonish you.  Hold them in the highest regard in love because of their work.”

Dr. Garry McIntosh, in his book “How to Develop a Pastoral Compensation Plan,” points out that these scriptures put a significant responsibility on the church to develop an adequate compensation plan to provide for the pastors of the church. The church can expect to be effected in either a positive or negative way by the way that they “sow” in compensating the pastoral staff. 

B)  Establishing a Base Salary for the Senior Pastor

There are several methods that can be used to establish a “base salary” for the Senior Pastor.  The base salary consists of the basic salary without supplemental or benefit additions plus housing costs.  Below is a short description of each method:

1). Comparable Worth - this method is often used.  Contact the local school district and get a report of the salary and benefits package for the  Principal of a Senior High School.  This position most closely approximates, in a school system,  what the responsibilities of a Senior Pastor would be.  Usually the package that a Principal is provided with would also reflect the local economy.

2). Position and Experience - primarily used in multiple staff churches. People with the greatest responsibilities and in the position the longest are paid the higher amount.

3).  Church Ruling Board Method - David Pollock writes in his book, “Business Management in the Local Church” that one method to use in establishing a reasonable salary package for the Senior Pastor is to obtain the salary and benefits of each person on the senior board of the church, total those figures and divide by the number of people on the board and use the resulting figures to compensate the Senior Pastor. 

4). Base-Salary Method - establish a “base salary” which would include salary and housing before any additions.  In establishing what the base salary should be, there are several ways to develop the initial base.  You can make use of comparison charts and data provided by national organizations such as “The 2000 Compensation Handbook for Church Staff”  by Church Law and Tax Report or contact churches in your region that are the same size and ask them for compensation data.  Some churches are very open with this information and others are not.  When using data of this type, remember that it is based on reported data from churches of similar size and giving but don’t assume that all of the churches used in establishing the averages are compensating their pastoral staff adequately. 

5). Keyed to Housing Costs - by contacting the local real estate board, you can obtain what the average home mortgage payment is in your community.  The California Association of Realtors use the following assumption in determining the affordability of housing: the monthly payment for principal, interest, taxes and insurance (PITI) can be no more than 30% of income.  Using this figure, a reasonable base salary would be approximately 3 times the average PITI payment in a community.  If the average monthly PITI payment is $1,500, then the monthly base salary of the Senior Pastor would be 3 x $1,500 or $4,500 per month or $54,000 per year.  

C) Supplementing the Base Salary

Once you’ve established a base salary for the Senior Pastor, there are several supplemental considerations. 

1). Length of service (experience) - as a pastor serves in the local church for a period of time, that experience should be rewarded in an appropriate way.  An example of a suggested scale from Dr. McIntosh is listed below:

Experience:     years     supplement       years       supplement

                              1                  1%                 10                  15%

                              2                  2%                 11                  17%

                              3                  3%                 12                  19%

                              4                  4%                 13                  21%

                              5                  5%                 14                  23%

                              6                  7%                 15                  25%

                              7                  9%

2). Level of Education - as the pastor (s) continue their professional education, the church will benefit from the increased knowledge.  A Master’s degree would increase the base by 3%, a special degree in counseling or other areas would increase the base by 6% and  a Doctorate would increase the base by 9%. 

3). Continuing Education - in order to encourage a pastor to continue their education, a certain amount should be set aside for the purpose of helping to cover the cost of continuing education.  This could be 1% or 2% of the base salary.  That would be paid as it is needed.  It could be a separate line item in the church budget, not included in salary.

4). Social Security offset - Pastors are considered to be self-employed by the IRS and as such, they are required to pay 15.3% or the full amount of their SE tax (Social Security tax).  People who are not self-employed (which is the vast majority) pay half of the requirement, 7.65% and their employer pays the other 7.65%.  The Ministers & Missionaries Board of the American Baptist Churches recommend that the church provide an additional pay equal to 7.65% of the pastor’s salary to help “offset” the additional debt and put the pastors on an equal playing field as the vast majority of employed people. This is taxable income to the pastor. 

5). Housing Allowance - the amount of the housing allowance is actually included in the base salary figure but there are several tax considerations in separating this amount out of gross salary for reporting purposes.  Federal tax law permits a pastor who owns or rents a home to exclude from gross income that portion of income that is designated in advance as a “housing allowance” by the church or governing church board.  That housing allowance must be documented in a letter for record by the governing board by the end of the previous calendar year.  The amount designated as housing allowance per month can include the following in the total:  rent, monthly mortgage payments, property taxes, insurance, utilities, furnishings, repairs and maintenance.  Additional information can be obtained from the M&M Board of the American Baptist Churches and Church Law & Tax Reports.

6). Cost of Living Adjustment - each month the U.S. Department of Labor Statistics  issues a Consumer Price Index or CPI for the United States as well as regionally for the purpose of showing how the cost of living has either increased or decreased. By taking the price changes in housing, utilities and various key consumer goods in the last twelve months, if a CPI of 2% is determined, this means it costs 2% more now to obtain the same goods and services than a year ago. Many employers and churches adjust salaries accordingly. 

D) Benefits

1). Paid Sick Leave - most churches establish a certain number of days per year for sick leave.  Ten days per year would be one possibility.  Most pastors work enough hours to more than compensate for any days off for sickness.  It is recommended that carry over of sick days not used from one year to the next be limited to one year’s accumulation.  

2). Paid Holidays - examples of holidays would be July 4th, Labor Day, Thanksgiving Day, Christmas and New Year’s Day.  Many times pastors work on holidays and it is appropriate to allow them days off in lieu of the actual holiday date that they work.  It is recommended that unused paid holidays not be carried over.  Comp (compensation) days can be used if the pastor works on a holiday. The comp day should be used within one month of the holiday. 

3). Paid Vacations - generally this is negotiated by the Pastoral Search Committee or other church board in the hiring process but a reasonable starting point would be 10 vacation days or two weeks in the first year and increasing to 20 days or four weeks after ten years of service.  For a ten day per year paid vacation rate, use 6.67 hours per month accumulation rate. It is recommended that you establish a limit on carry over of vacations by establishing a bank of days that does not exceed one and a half years accumulation of vacation days at any time. 

4). Additional Paid Days - paid time for working with ministerial organizations, jury duty, military training, bereavement, advanced education are all items to be considered. Establish a limit of paid days to limit church liability. 

5). Paid Insurance - many churches provide health and life insurance for pastoral staff.  A significant number of churches provide some kind of Life Insurance.  Health insurance can be provided to the pastor and their families covered 100% by the church, 100% of the pastor and a portion of the family or a portion of the pastors and their families.  Check with the M&M Board of the American Baptists or an insurance representative in your area as to what is available.

6). Retirement - Some kind of retirement fund or provision should be provided.  For many years when a pastor would retire, their entire retirement would consist of a love offering and Social Security.  The M&M Board has an excellent program for providing for retirement and life insurance. 

7). Additional Benefits - there are additional benefits listed in How to Develop a Pastoral Compensation Plan, The 2000 Compensation Handbook for Church Staff and other references including the M&M Board of the American Baptist Churches.

E) Reimbursements - 

 A church should have a line item in their budget for pastoral expenses and project what expenses would be incurred for (each item must have a limit established):

   1). Travel - car reimbursement for travel on official church business.  The pastors need to keep the appropriate logs and bills for any expenses according to IRS guidelines. For 1999 the IRS allows $0.31 per mile. 

   2). Meals - meals purchased while on official church business.

   3). Lodging - rooms and lodging while on church business.

   4). Gifts - gifts purchased and given in the role of pastor of the church to members of the church, staff.

    5). Benevolent gifts - money, food or lodging given by the pastors to those in need.

    6). Entertainment - any time the pastors are required by church duties to entertain church guests at home or at restaurants should be reimbursable with appropriate documentation.  

    7). Additional reimbursements can be found in the books mentioned previously.  The church can either issue a set amount of money to the pastors at the beginning of the year or periodically.  They can also establish a line item in the budget and reimburse as they are requested to do with the receipts, purchase orders or other documentation. In either method, the pastors need to keep receipts and records to justify the reimbursements to the IRS and the church.

F) Additional Pastoral and Support Staff Guidelines -

1). A compensation model for multiple staff using the base salary of the Senior Pastor as $45,000.00 might be the following:

                                                                                          Index
Senior Pastor                       $45,000.00                             1.00

Associate Pastor                  $38,250.00                             0.85

Youth Pastor                        $33,750.00                             0.75

Director                                $29,250.00                             0.65

Secretary                              $20,250.00                               .45 

Custodian                             $15,750.00                               .35

This would be for the base salary only and the other salary supplements would be applied according to each individual’s history.  Length of service and cost of living would be the only base salary supplements applied to non-pastoral staff.  

2). Example of a Senior Pastor’s salary in a community where the principle, interest, taxes and insurance on the average home is  $1,500 per month. The Senior Pastor has a Master’s degree and six years of experience in the church. 

Base salary - $1,500 x 3 = $4,500 per month x 12 =    54,000.00 per year

Master’s degree  -  3% of the base salary                     $1,620.00

Six years in service -  7% of the base salary                 $3,780.00
                sub-total                                                       $59,400.00

One half of SE tax (7.65% x $59,400.00)                      $4,544.00                                       

                total income subject to SE tax                     $63,944.00            

Housing allowance                                                      $21,000.00 
Taxable income                                                           $42,944.00
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