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maintains. Based on experience with ex-
ternally managed portions of the endow-
ment and the investment fees charged by
hedge funds whose strategies most
closely approach HMC’s internal funds,
he said, “Fees will go up, returns will go
down, and we will underperform our
peers, because of our size.” The current
system, which he introduced when he
became HMC’s president, has proven it-
self in economic terms. The resulting re-
lease of managers’ pay to comply with
tax-reporting requirements “is certainly
our least favorite time of the year.”
Daniel’s letter noted that “Other univer-
sities, which rely on external investment
managers…do not face comparable
scrutiny.” Strauss said that if other uni-
versities are paying comparable fees to
external money managers, their alumni
ought to object.

Indeed, the discussion begun at Har-
vard may resonate. Leading institutions
from MIT to Stanford to Yale have imple-
mented cuts in sta∞ng and expenses, or
announced their intent to do so. Harvard
had been bu≠ered, in part because of rela-
tively strong returns on the endowment.
But even here, as the University has noted,
absolute returns were negative in fiscal
years 2001 and 2002, so the recent gains
have recouped only part of the loss in the
endowment’s actual purchasing power
since 2000.

As a result, belts are being tightened in
Cambridge and Boston, too. Harvard Col-
lege Library has been reducing sta≠. The
central administration has set a goal of
level or reduced administrative expenses
in the year beginning July 1 (see “Barer-
Bones Budgets,” November-December
2003, page 58). Harvard Business School
intends no increase “for spending on cam-
pus operations,” according to the most re-
cent annual letter from chief financial
o∞cer Richard P. Melnick. Given surging
employee benefits and building costs,
those budgets suggest reductions in the
work force.

Thus, in a very real sense, the issues
bu≠eting the larger society since the econ-
omy cooled at the end of the twentieth
century—concerns over jobs and the dis-
tribution of economic rewards—have
found an echo at twenty-first-century
Harvard.

The University is an increasingly international community. For the 
2002-2003 academic year, according to the Harvard University Fact Book,
19,600 students were enrolled in degree programs; international 
students numbered 3,459—17.6 percent of the total—with particular 
concentrations in some of the professional schools. Asia and Europe 
send the largest number of international students to Harvard.
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