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who adjudicated the case, last year cleared
Harvard of the charge of knowingly de-
frauding the government, which would
have triggered treble damages of as much
as $120 million (see “Russia Case Pro-
gresses,” September-October 2004, page
74). Instead, the University was found li-
able only for breach of contract. Further-
more, as part of the settlement, none of
the defendants admitted liability for
wrongdoing. The motive to settle, accord-
ing to all defendants’ accounts, was that
the legal costs of continuing the pro-
tracted case surpassed the costs of settle-
ment. “We welcome having this matter
behind us,” said Iuliano, in the o∞cial
statement. “Over the course of the litiga-
tion, the court has a∞rmed our position
that the university engaged in no institu-
tional wrongdoing.”

In his own statement, Shleifer, who had
faced possible damages of up to $102 mil-
lion, asserted that “an individual can fight
the unlimited resources of the government
for only so long.” He added that “after
eight long years, I have decided to end this
now—without any admission of liability
on my part. I strongly believe I would have
prevailed in the end, but my lawyers told
me my legal fees would exceed the amount
that I will be paying the government.”

That is no small sum. To pay his first in-
stallment of $600,000, Shleifer reportedly
mortgaged his suburban Newton home.

(He must pay the remainder in the next
three years.) The settlement bars Harvard
from underwriting either Shleifer’s or
Hay’s part of the costs. Shleifer has also
been disbarred from USAID work for two
years, and Hay for five.

USAID originally awarded a $40-million
grant for the Russia project. The project,
run by the now-defunct Harvard Institute
for International Development (HIID),
aimed to advise the Russian government
on making the transition from a socialist

to a capitalist economy. The court found
that, while being paid by USAID, Shleifer
and Hay engaged in prohibited invest-
ments and businesses in Russia. These ac-
tions (which are disputed by the defen-
dants) included: Shleifer and Zimmerman’s
investment of $200,000 through Renova-
Invest, a U.S./Russian investment entity, in
various Russian companies and Russian
government debt; Shleifer, Zimmerman,
and Hay’s purchase of several hundred
thousand dollars worth of shares in Rus-
sian oil companies (ownership of the
shares was placed in the name of Shleifer’s
father-in-law); and Hay and Shleifer’s help
in launching and/or financing Russia’s first
licensed mutual fund, started by Elizabeth
Hebert, Hay’s then-girlfriend and current
wife. They did the same for Russia’s first
mutual-fund depository, started by
Hebert’s business partner.

An interesting sidelight to the settlement
is Shleifer’s close friendship with Harvard
president Lawrence H. Summers. As Boston
Globe financial writer David Warsh ’66
noted on his website, www.economic-
principals.com, Summers is “...Shleifer’s
mentor and old friend, who taught him as
an undergraduate; sent him to the Massa-
chusetts Institute of Technology to train;
took him to Lithuania to practice country-
doctoring; brought him back from the Uni-
versity of Chicago to teach at Harvard;
helped put him in the Russia job; oversaw,
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Moscow stock-exchange traders on the floor in May 1998. In the early 1990s, the controversial
USAID-Harvard project sought to bring market reforms to the Russian economy.
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The campus discussion about faculty diversity—particularly the academic devel-
opment and careers of women—that was launched last spring took programmatic
shape and gathered intellectual steam early in the fall term.

Senior vice provost for faculty development and diversity Evelynn M. Hammonds
told the Faculty of Arts and Sciences on September 27 that she had hired an assistant
provost, several project staff members, and a statistician (surveys on faculty members’
experiences and work conditions and other data collection will be high priorities),
and had assembled an advisory and coordinating committee comprising representa-
tives appointed by each school’s dean. She also reported progress on budgeting for
enhanced child care and spousal job placement, among other measures.

Two new courses reflected scholarly interest in the subject. Physics research asso-
ciate Gerhard Sonnert offered Sociology 163, “Women and Science.” Lecturer Paula
J. Caplan offered Psychology 1705, “Psychology of Sex and Gender,” including units on
mathematical, spatial, and verbal abilities.This year’s junior symposium for concentra-
tors pursuing mind/brain/behavior studies focused on “Sex, Gender, Mind, and Brain.”
Elsewhere, Graduate School of Education researcher Cathy A.Trower reported on a
study highlighting conflicts between tenure demands and women’s family lives.

Gender Initiatives Gain
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