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November-December 2003, page 59). In re-
leasing the compensation figures, HMC
president Jack R. Meyer reported that for
the five years from 1999 through 2003, the
five investment managers’ portfolios have
generated $2.5 billion in above-market re-
turns for the endowment. That sum ap-
proaches the $2.65 billion raised by the
University Campaign from 1994 to 1999.

Large as those returns are, “Not surpris-
ingly, these compensation figures have at-
tracted significant attention and com-
ment,” as University Treasurer and
chairman of the HMC board D. Ronald
Daniel put it in a letter made available to
alumni on the same day as Meyer’s news
release. Arguing the case that HMC’s cur-
rent pay system stimulates superior in-
vestment results at “an overall cost con-
siderably lower than the expense that
would be entailed…through external
hedge fund management” yielding equiva-
lent returns, Daniel acknowledged the po-
tential for occasional bonus figures of “ex-
traordinary magnitude.” 

HMC portfolio managers, the letter ex-
plained, earn base salaries of less than
$400,000; a “ neutral bonus” of about
$100,000 for meeting their benchmarks;
and, thereafter, an incentive bonus, posi-
tive or negative, for performance relative
to the benchmarks. The latter part of the
formula, which produces “extraordinary
earnings” linked to “extraordinary perfor-
mance relative to benchmarks,” also
makes bonus sums contingent—subject
to “clawback” in case of future underper-
formance. Meyer, in an interview,
amplified that bonuses are a percentage of

value-added performance, varying by
portfolio and weighted by each manager’s
contribution to the results.

In an interview, Daniel said that
bonuses at the current level were never
contemplated when the compensation
formula was set up in 1990-1991. “We
never expected this level of exceptional
[investment] performance,” he said. “As
the economists say, it should revert to the
mean,” he continued. “For Harvard’s sake,
we hope it doesn’t.”

Meanwhile, “We’re aware that it creates
an awkward situation for the University,”
Daniel said of the resulting paydays. “We’re
not immune to the fact that it’s upsetting
to some significant number of people.”

The compensation system has “served
the University well when viewed from a
financial perspective,” the letter noted, so
the HMC board, “believing in [its] merits,”
appears unlikely to alter it. But the board
“has taken the opportunity to reexamine
the current compensation system” (during
meetings in September and December, ac-
cording to Meyer, which delayed the re-
lease of the compensation data beyond the
normal date in late November). Within the
prevailing system, Daniel wrote, the board
“expects to institute changes that would
constrain the maximum annual compensa-
tion of individual managers.” When inter-
viewed, he described specific changes as a
work in progress, to be determined in fu-
ture HMC board meetings.

Another perspective was tendered by
a group of alumni. In a letter e-mailed to
President (and HMC board member)

Lawrence H. Summers dated November
25, William A. Strauss ’69, M.P.P.-J.D. ’73,
and six of his College classmates, contem-
plating their thirty-fifth reunion gift, took
note of the $100 million (plus) paid to the
most highly compensated HMC person-
nel in fiscal years 2001 and 2002—years
when the endowment outperformed the
market, but declined in absolute value.
That became the point of departure for a
sweeping overview of University aims and
finances, far beyond occasional past criti-
cisms about HMC pay.

While saluting the strength of HMC’s
investment performance over time, the cor-
respondents wrote, “If Harvard can a≠ord
to pay over $50 million per year to a small
number of financial managers, and if it does
so because the endowment has recently ex-
perienced excellent growth, it is clear that
Harvard can a≠ord to reduce more than
$50 million per year from the ever-increas-
ing cost burden on current students and
debt burdens on recent graduates.”

Comparing HMC’s reported senior
compensation for those two years to other
metrics (“half of the annual tuition and
living expenses paid by all students at the
College,” for example), the correspon-
dents called the investment pay packages
“inappropriate, indefensible, and corro-
sive to the values of the University.” The
compensation system, they wrote, o≠ered
an “unwelcome object lesson for the cur-
rent generation of students” and could
only be the result of “a market distortion,
especially in a university context.” They
called on the University to freeze tuition,
eliminate the loan component of financial
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An Icy Amenity
Dean of the Law School Elena Kagan testified
that she decided on the spur of a frozen 
moment in January to flood the field by
Harkness Commons to form a skating rink.
Almost at once, it was done, and incipient
lawyers and other Harvardians took to the
ice, some to practice hockey moves, others to
go around in circles sedately, others to twirl
and crash. The rink is lighted for use into the
night, and tinny, canned music is occasionally
provided. Kagan reportedly got her idea from
a 1950s photograph showing the field as a
rink, with frolickers. The modern rink will re-
main open, says the dean, “until it melts.”
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