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to “respond critically and constructively
to change”; and

• developing “students’ understanding
of the ethical dimensions of what they
say and do.”

Further, each course would be de-

signed to cover a wide range of material,
rather than to specialize excessively.
Courses would be intended to help stu-
dents use abstract or historical knowl-
edge to understand concrete problems.
And, most broadly, such courses would

aim to “make students aware that all of
their coursework makes a di≠erence to
the people they will become and the lives
they will lead after college.”

The recommendations arrive as the fac-
ulty also receives a long report advocating
changes to improve teaching (see “To-
ward Top-Tier Teaching,” page 63). The
general-education task force encourages
“ interactive” learning environments
which promote “student engagement,”
rather than pure lecture formats, and as
much application of basic principles to
the “solution of concrete problems, the
accomplishment of specific tasks, and the
creation of actual objects and out-of-
classroom experiences” as possible. Simi-
larly, the task force places general educa-
tion in the context of other curricular
changes already under way, such as up-
dating of concentration requirements,
greater emphasis on informed academic
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The compensation for

the most highly paid

endowment investment

managers—the subject

of criticism and debate

in recent years—took on a different look when Harvard Man-

agement Company (HMC) released its report for the fiscal year

ended June 30, 2006, just before Christmas. Compared to the

three prior fiscal years—when HMC’s performance-based pay

system yielded annual payments of as much as $18 million, $25

million, and $35 million for individual fixed-income managers (see

“Money-Manager Compensation,” March-April 2006, page 69)—

the top earnings for 2006 went to timber portfolio manager

Andy Wiltshire, who received $2.9 million. Two other portfolio

professionals received more than $2 million, followed by real-es-

tate and domestic-equities managers whose payouts were $1.7

million and $1.6 million. President and CEO Mohamed El-Erian,

who assumed his post at HMC in February, earned $2.3 million.

The apparent deflation in investment-manager compensation

does not reflect any change in HMC’s pay formula, which re-

mains heavily based on investment returns in excess of market

benchmarks, sustained over time. (In fiscal year 2005, endow-

ment returns exceeded market benchmarks by 5 percentage

points; for 2006, the margin was 3.7 percentage points.) Rather,

as the news release guardedly put it,“[T]he compensation num-

bers…are impacted by transitional factors, including partial year

coverage, changes in capital allocations, and initial hiring outlays.”

As reported (see “Money-Management Makeover,” Novem-

ber-December 2006, page 68), the prior senior management of

HMC and the  fixed-income portfolio team departed in the au-

tumn of 2005 to create a private investment firm; most of the

assets they had overseen were then invested passively, simply

to match the market.That immediately affected potential man-

ager compensation. Moreover, some of the asset classes in

which HMC outperformed during 2006—real estate and ab-

solute return, for instance—include significant sums managed

on a fee basis by external firms, whose compensation is not

covered by the figures HMC must report for its own staff.

Newly hired investment professionals began managing money

at various points during the year, and none of them has taken

on anything like the large sums that were entrusted to their

predecessors, whose performance records had been tested in

varying market cycles during HMC employment that extended,

in some cases, for more than a decade.The pay system recog-

nizes not merely “value added”—the performance in excess of

market averages—but also the sums for which each portfolio

manager is responsible (“dollars value added,” if you will, a mea-

sure of relative and absolute contribution to the endowment’s

gains). Thus, even with strong relative returns, a relatively new

HMC staffer with a still-small portfolio will not earn the huge

performance bonuses that accrued to the senior fixed-income

managers a few years ago.This buffering effect may be expected

to persist for the foreseeable future. (El-Erian’s earnings, to an

undisclosed degree, reflect both the cost of hiring him from the

private investment-management industry, and the fact that he

was on the job for just part of the year.)

Looking ahead, the internal allocation of capital-management

responsibilities, the use of external managers, and changing in-

vestment returns seem likely, at least in the near future, to pro-

duce compensation reports more like those released last De-

cember than like those that attracted so much attention earlier

in the decade.

Portfolio-Manager
Paychecks

Major Advance in Minors
As part of the undergraduate curriculum revision, the College has approved more

than two dozen departments’ optional “secondary fields,” or academic minors, rang-

ing from anthropology to studies of women, gender, and sexuality.The faculty’s intent

is to give students the opportunity “to pursue focused study in one area outside of

the concentration, without requiring students to combine their academic interests in

a joint thesis project” (many of which have proved difficult for students and faculty

advisers alike to master). It is thought that secondary fields, typically involving five to

six half-year courses, may encourage students to explore more deeply a field they

enjoy without committing to the dozen-course sequences required by a concentra-

tion (the economist or biologist interested in classics). Conversely, they may enable

students to take courses useful for subsequent professional education, while still in-

dulging in a purely intellectual passion for their concentrations. For details, see

www.secondaryfields.fas.harvard.edu.
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