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meeting, professors Harry Lewis (a for-
mer Harvard College dean) and Fred Ab-
ernathy published a sharp critique of the 
Corporation’s performance as an op-ed in 
the Boston Globe (“Shrouded in secrecy, de-
cision makers gambled and Harvard lost”). 
They focused on the recent severe endow-
ment decline and other financial losses, 
and the decisions concerning spending, 
fundraising, and increasing reliance on 
distributions from the endowment that 
were made earlier in the decade. Their 
conclusion:

The Harvard Corporation is a 
dangerous anachronism. It failed its 
most basic fiduciary and moral re-
sponsibilities. Some of its members 
should resign. But the Corporation’s 
problems are also structural. It is 
too small, too closed, and too secre-
tive to be intensely self-critical, as 
any responsible board must be. Un-
til the board can be restructured, 
the fellows should voluntarily share 

their power with the Overseers. And 
Harvard should reveal the risks of its 
business plans, as would be required 
if it were a publicly held corpora-
tion. That exercise in transparency 
would surely serve Harvard well.

The financial pressures facing the Uni-
versity have stimulated discussion about 
how budgets were made and spending pri-
orities set—and about the Corporation’s 
work. Some of these issues had already 
bubbled up in an October 16 Harvard 
News Office interview with University 
Treasurer James Rothenberg, and in sub-
sequent reporting on Harvard’s financial 
losses by the Globe’s Beth Healy (see “Fur-
ther Financial Fallout,” January-February, 
page 45). In a late November dispatch, 
Healy reported that the Overseers were 
not told about Harvard’s fiscal year 2009 
swap and general operating account loss-
es (at least $2.3 billion, and potentially as 
much as nearly $3 billion) until shortly be-
fore the news was released to the public in 

mid October. (In fact, this may overstate 
matters. Overseers’ expertise and involve-
ments vary, and at least some of those 
most engaged in financial issues appear to 
have known these details. What reports 
were made to the Overseers as a whole, 
and when, could not be ascertained.)

The Crimson’s coverage of Houghton’s 
announcement, by Esther Yi ’11, may be 
the clearest indication of change. She in-
cluded comments from an unprecedented 
three Corporation members: Nannerl Keo-
hane (president emerita of Wellesley and 
of Duke) and Rubin, in e-mails, and Reis-
chauer himself, in an interview.

Any such change, it is clear, would ema-
nate from within the Corporation itself, 
but these stirrings suggest that some new 
norms for outreach and communication, 
at least, are being tested.

Look for further reporting on the Corporation, 
after this issue was sent to the printer, at harvard-
magazine.com and in the May-June issue.

Addressing the Faculty of Arts and Sciences (FAS) on Febru-
ary 2, Dean Michael D. Smith presented “Recommendations and 
Next Steps” for the continuing effort to “bring annual expenses 
in line with the current financial situation we find ourselves in,” 
while enabling the faculty to pursue future priorities.

He cast that effort in an encouraging context: FAS is near a 
goal of reducing its unrestricted deficit for this fiscal year (end-
ing June 30) from $20 million to essentially break-even results. 
Further, it expects to reduce the gap looming over the next fis-
cal year from $110 million to an unrestricted deficit now esti-
mated at $80 million, thanks chiefly to a revenue item: a change 
in Massachusetts law last year permits institutions to avail them-
selves of income from “underwater” endowments (where prin-
cipal has declined below the gift amount because of investment 
losses like those sustained by Harvard’s endowment last year).

Nonetheless, Smith said, the remaining “huge” deficit will not 
be eliminated by actions being taken now or envisioned in the 
near term. His goal by the end of this fiscal year is to put FAS 
on a budgetary path that enables it to operate in a sustainable 
(non-deficit) way by fiscal year 2012. He forecast that FAS’s unre-
stricted reserve funds would bridge the excess of expenses over 
available income in fiscal year 2011 and part of the next year be-
fore running out.

Smith summarized—without dollar figures—the ideas for fur-
ther efficiencies and improvements in FAS operations generated 
by the six working groups he established last year (for arts and 

humanities; social sciences; sciences; engineering and applied sci-
ences; College academic life; and College student services). Sug-
gestions from the community at large were also collected at an 
online “idea bank.”

Among the recommendations he said merited implementation 
soon are: tools to better gauge students’ likely course selections, 
so teaching fellows can be hired more efficiently; curricular com-
mittees (like the one for the many life-sciences concentrations) 
that could reconfigure very small, specialized courses in different 
departments into more intellectually engaging, somewhat larger 
offerings—with instructional savings; more flexible faculty use of 
sabbatical leaves—perhaps staggering them so course offerings 
can be maintained intact (lessening the need for visiting teach-
ers); and using sponsored-research funds to pay faculty salaries 
during the academic year (not just during the summer), freeing 
Harvard-paid salary funds for research. For details, see http://
planning.fas.harvard.edu/index.html.

This spring, Smith and the leaders of departments and aca-
demic centers will engage in a form of financial poker, revising 
proposals for the fiscal year 2011 budget. Smith is keeping close 
to the vest data on FAS’s reserves, the size of the deficit he can 
accept, and how he will allocate central funds that are annually 
distributed to support academic operations.

In the meantime, FAS faces large finan cial uncertainties. The 
Corporation has not yet announced the endowment distribu-
tion—the faculty’s largest revenue source by far—for fiscal 2012. 
(It has been reduced about $50 million during the current fis-
cal year, and a further $70 million for fiscal 2011.) And adminis-
trators will not know until the June 30 election date how many 
senior faculty members have accepted the retirement incentive 
offered last December; those decisions, taken together, will affect 
significantly the future size and cost of the professoriate.
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