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endowment 
Improvements
The university’s endowment was val
ued at $27.4 billion as of June 30, the end of 
fiscal year 2010—up 5.4 percent from $26.0 
billion at the end of fiscal 2009—accord
ing to Harvard Management Company’s 
annual report, released on September 9. 
During the fiscal year just ended, HMC 
recorded an investment return of 11.0 per
cent on endowment and related assets—a 
welcome improvement from the negative 
27.3 percent investment return during the 
financial upheavals in fiscal 2009, when the 

endowment’s value declined by nearly $11 
billion. The difference between the rate of 
investment return and the growth in the endow
ment’s absolute value reflects the distribution 
of endowment funds to support Univer
sity operations (about $1.56 billion in fiscal 
2010, down from $1.66 billion in fiscal 2009 
and $1.63 billion in fiscal 2008), offset by 
gifts received.

The arithmetic—gross investment 
gains, less distributions, plus gifts, 
equals net endowment growth—mat
ters. HMC’s fiscal 2010 investment return 
handily exceeded its longterm goal: 8.25 
percent annual gains. After distributions 
for University spending (the endowment 

the wrong grammar due to computer error 
or human error, and none of the research
ers who scored the monkeys’ responses or 
checked the results noticed the discrep
ancy. But Altmann, a psychology profes
sor himself, believes this explanation is 
improbable: “I am forced to conclude that 
there was most likely an intention here, 
using data that appear to have been fab
ricated, to deceive the field into believing 
something for which there was in fact no 
evidence at all.”

Smith’s public statement did not give de
tails on the other five counts of misconduct, 
but said they related to studies that “either 
did not result in publications or where the 
problems were corrected prior to publica
tion.” Neither did Hauser in his statement 
to the Boston Globe the same day, though he 
said he was “deeply sorry” and had made 
“significant mistakes.” “I have learned a 
great deal from this process and have made 
many changes in my own approach to re
search and in my lab’s research practices,” 
he added. “Research and teaching are my 
passion. After taking some time off, I look 
forward to getting back to my work, mind
ful of what I have learned in this case.”

Harvard’s investigation evidently began 
in 2007; the Chronicle of Higher Education ob
tained a statement from a former research 
assistant in Hauser’s lab who said he and 
other researchers had approached Univer
sity authorities with their concerns about 
practices there. According to the Chronicle, 
the trouble started with an experiment 
involving rhesus monkeys’ ability to rec
ognize auditory patterns. Hauser and one 
research assistant watched the monkeys’ 
responses to the sounds and “coded” the 
results, marking whether they seemed to 
respond to novelty (similar to the study 
with the cottontop tamarins). A second 
research assistant, who was asked to ana
lyze the data, noticed a major discrepancy: 
the first research assistant’s coding found 
the monkeys didn’t notice the patterns; 
Hauser’s coding of the same videotapes 
indicated that they did.

After Hauser resisted a request to have 
a third investigator review the data inde
pendently, one of the research assistants 
and a graduate student reviewed the tapes 
themselves without Hauser’s permission, 
the Chronicle said.

They each coded the results inde
pendently. Their findings concurred 
with the conclusion that the ex

periment had failed: The monkeys 
didn’t appear to react to the change 
in patterns. They then reviewed Mr. 
Hauser’s coding and…discovered 
that what he had written down bore 
little relation to what they had ac
tually observed on the videotapes. 
He would, for instance, mark that a 
monkey had turned its head when 
the monkey didn’t so much as flinch. 
It wasn’t simply a case of differing 
interpretations, they believed: His 
data were just completely wrong.

Harvard did not announce anything 
about the affair until the Globe reported the 
Cognition retraction on August 10. By that 
point, Nature subsequently noted, gossip 
about an investigation of Hauser’s lab “had 
become standard cocktailhour fare” at con
ferences of scientists. Other publications 
reported that, years earlier, SUNYAlbany 
psychology professor Gordon Gallup Jr. had 
publicly questioned a Hauser finding that 
monkeys could recognize their own reflec
tions in a mirror; he reviewed the video
tapes from Hauser’s experiment and said he 
saw no evidence of recognition. 

The University still has not said exactly 
what discipline, if any, has been handed 
down. According to Smith’s statement, the 
options for cases of misconduct include in
voluntary leave; the imposition of addition
al oversight on the laboratory of the scholar 
in question; and restrictions on his or her 
ability to apply for grants and supervise 
graduate and undergraduate students.

In an interview with Harvard Magazine, 
President Drew Faust said neither the 
length of the investigation, nor Smith’s 

reticence, should be interpreted as an at
tempt to sweep the incident under the 
rug. She noted the complexity of the work 
under review and the need to keep certain 
details confidential until federal agencies 
have concluded their own investigations. 
(Smith said the University was cooperat
ing with inquiries from agencies includ
ing the Public Health Service Office of 
Research Integrity, the National Science 
Foundation Office of Inspector General, 
and the U.S. Attorney’s Office for the Dis
trict of Massachusetts. Spokespeople for 
all three agencies said they could not con
firm their involvement; generally, sanctions 
imposed by the three agencies range from a 
requirement for additional oversight to re
turn of grant money, a prohibition against 
applying for government grants for a set 
period of time, and criminal indictment.)

Facing so much uncertainty, Hauser’s 
colleagues in evolutionary biology are left 
to wonder how much of his work is reli
able. He has been a prolific researcher, 
coauthoring more than 200 papers during 
a 25year career. Emory University prima
tologist Frans de Waal, quoted in Nature, 
called the affair “disastrous” for the field: 
“If one prominent person is under sus
picion, then everyone comes a little bit 
under suspicion.” The danger, Hauser’s 
colleagues have said, is that the wider aca
demic community and the public may start 
to believe that animal behavior can’t be 
objectively evaluated. There have already 
been suggestions that “this kind of work 
is imprecise and it’s really anybody’s call 
what the animal is doing and it’s not rig
orous,” UCLA primatologist Joan Silk told 
the Globe. “That’s a big misperception.”



Yesterday’s news
From the pages of  the Harvard Alumni Bulletin and Harvard Magazine  

 1915 The Bulletin salutes the fiftieth 
anniversary of the Harvard Club of New 
York with particular praise for its activ-
ism: more than 30 years earlier, the club 
“set on foot” the movement to elect 
non-Massachusetts residents to the Uni-
versity’s Board of Overseers. 
 
 1925 The Harvard Fund is officially 
established to provide a way for alumni 
to support the University through annu-
al contributions, as distinct from special 
gifts to a particular campaign.  
 
 1930 Harvard proves one of the 
largest employers of construction 
labor north of New York, the “busi-
ness depression” notwithstand-
ing, with five new undergraduate 
Houses, new buildings for the phys-
ics department and the geography 
school, new freshman dorms, a 
biological lab, a faculty club, and a 
$700,000 addition to the Medical 
School powerhouse under way. 

*   *   *
An ad in the Bulletin by the Har-
vard Alumni Placement Service 
states, “Unemployment, wide-
spread and serious, is causing 
many Harvard men to look for 
jobs for the first time in their 
lives.” 
Fellow 

alumni are asked to forward information 
about job openings. 
  
 1940 “A decade ago,” note the edi-
tors, “any Harvard man who rode a bi-
cycle was thought at least eccentric.” 
But “since the universal recognition of 
carbon monoxide,” bicycles have made 
a comeback in Cambridge, with more 
than 250 counted in daily use around 
the Yard and the Houses. 
 

1955  The Business 
School and Radcliffe an-
nounce that Radcliffe’s 
Management  Tra in ing 
Program will become the 
Harvard-Radcliffe Program 
in Business Administration. 

Its directors note a “sig-
nificant demand for trained 
women for market research 

and sales promotion posi-
tions.” 
 
1960  The Center for 
the Study of World Religions 
opens. Scholars from the United 
States and six foreign coun-
tries, representing the Hindu, 
Buddhist, Jewish, and Christian 
faiths, are already in residence, 
and a Muslim scholar from Iran 
is expected shortly. 
  
1990 Harvard and the 
City of Cambridge sign a 
document calling for the 

University to give $1 million 
in annual payments to Cam-

bridge in lieu of taxes. 
*   *   * 

    The “French chef ” 
gives 2,000 cookbooks 

from her col lection to 
Radcliffe’s Schlesinger Library, with a 
promise of more to come. Julia Child 

hopes her gift will pro-
mote cooking as a  
res pected profes-
sion and academic 
field of study. 

now provides about 35 percent of oper
ating revenues), the endowment grew 
at half the rate of the investment return. 
That is above the rate of inflation: it rep
resents real growth. (The Commonfund 
Institute’s Higher Education Price In
dex for fiscal 2010 was a record low 0.9 
percent.) But it implies a very extended 
period of recovery after the $11billion de
cline in fiscal 2009. For context, HMC’s 
annualized rate of return for the past five 
years is now 4.7 percent, and 7.0 percent 
for the past 10 years. Those figures reflect 
not only the fiscal 2009 drop, but also the 
extraordinarily favorable rates of return 
(23.0 percent in fiscal 2007, 16.7 percent in 
fiscal 2006, 19.2 percent in fiscal 2005) re
alized in some earlier years.

It is this longerterm performance, and 
the value of the endowment, that shape 
the Corporation’s budget decisions—sig
nificantly including the rate of distribu
tion of cash to support the University’s 
academic operations. On September 21, 
the Crimson reported a scoop: Harvard’s 
schools have been advised to plan for a 4 
percent increase in their endowment dis
tributions for fiscal 2012 budgets—revers
ing direction after 8 percent and 12 per
cent decreases, respectively, last year and 
this.

Hmc’s performance (after all invest
mentmanagement fees and HMC oper
ating expenses) was better than the 9.4 
percent return calculated using market 
benchmarks for the assets in the “policy 
portfolio” (HMC’s model for allocating 
assets among categories such as equities, 
fixedincome instruments, real estate, 
and so on). In fiscal 2009, HMC’s perfor
mance trailed its market benchmarks by 
2.1 percentage points.

In both years, the University’s portfolio 
fared less well than a popular measure of 
large endowment funds, the Trust Uni
verse Comparison Service. Median 
performance for the TUCS in fis
cal 2010 was a 13.3 percent invest
ment return, 2.3 percentage points 
above the HMC results. The differ
ence reflects dissimilar asset allo
cations. As HMC president and 
chief executive officer Jane 
L. Mendillo explained sub
sequently, TUCS funds are 
about half invested in public 
equities (versus onethird 
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60  November   December 2010

J o h n  h a r v a r d ’ s  J o u r n a l

other Financial updates
harvard’s friends remained supportive during the fiscal year ended last June 30. 
Vice president for alumni affairs and development Tamara Elliott Rogers announced 
in September that donors had given $596 million, just $6 million shy of the fiscal 
2009 total. The Faculty of Arts and Sciences (FAS) exceeded its goal of $40 million 
for unrestricted, current-use funds, she noted. The business and medical schools also 
had good years, as did the Kennedy School—bolstered by a $20.5-million gift from 
the Rajawali Foundation to support policy research and education in Asia. The figures 
reflect cash gifts during the year, plus payments on earlier pledges. The mix of gifts 
between current use and endowment funds will appear in Harvard’s annual financial 
report.

That report was to be published in mid October, after this magazine’s press dead-
line. Also likely to be reported are faculty members’ responses to an early-retire-
ment incentive program offered last December; their decisions, due June 30, were 
subject to a recision period. (Of the 180 individuals in five faculties qualifying for the 
offer, 127 are from FAS.)

For detailed reports on the University’s annual financial disclosure and the retire-
ments, visit harvardmagazine.com. 

for HMC’s portfolio—
where they were among 
the better performing 
holdings), with only a 
few percent invested 
in real assets (typically 
almost onequarter of 
HMC’s allocation—and 
this year, the only seg
ment where it recorded 
losses). Among peers, 
Columbia reported a 17 
percent investment gain, 
Penn 13 percent, Dart
mouth 10 percent, and Brown and MIT 
both 10.2 percent. Among schools with 
portfolios most comparable to HMC’s, 
Yale gained 8.9 percent and Stanford 14.4 
percent.

According to Mendillo’s report, in
vestments in U.S. equities returned 17.1 
percent and those in developedmarket 
international equities 12.9 percent—both 
comfortably ahead of benchmark returns. 
Investments in emergingmarket equities 
returned 17.6 percent, below benchmark 
returns. (Each of these three publicequi
ty classes is assigned an 11 percent weight 
in the policy portfolio.)

Privateequity investments were the 
strongest segment in absolute terms, up 
16.2 percent. Although Mendillo indicated 
that the policyportfolio weightings for 
fiscal 2011 will not change, her report in
dicates a more nuanced view of this asset 
class. “Private equity bears a mention of 

its own,” she wrote. “Harvard has benefit
ed from being an early participant in the 
privateequity arena, and we have a strong 
team in this area and many important re
lationships with a number of the best 
privateequity and venturecapital inves
tors in the world. However, the field of 
private equity has become more and more 
crowded—with capital, with managers, 
and with investors—over the last decade. 
Our expectations…are that returns will be 
more muted going forward.” Accordingly, 
although HMC expects to maintain “a 
meaningful level of exposure,” those pri
vateequity holdings will be entrusted to 
a smaller roster of “our highest conviction 
[investment] managers.”

Returns on highyield investments (re
ported within the “absolute return” cat
egory) were 19.6 percent, somewhat be
low benchmark results. That implies that 
hedgefund managers’ results—the larger 

part of absolutereturn in
vestments—exceeded their 
benchmark, but Mendillo’s 
report does not provide a fig
ure. 

Real assets produced in
vestment losses, re flecting the 
continued weakness in com
mercial real estate—a seg
ment where HMC’s results 
trailed market benchmarks. 
Naturalresources invest
ments (such as timber and 
agricultural land) yielded a 

“relatively low” nominal return, Mendillo 
wrote, but abovemarket results; commod
ities returns, she said separately, were nil.

Fixedincome returns (excluding high
yield bonds, as noted) were driven by 
abovemarket results in HMC’s internally 
managed funds, Mendillo wrote. Her re
port did not categorize returns for the 
domestic, foreign, and inflationindexed 
bond segments.

Finally, the policy portfolio now allo
cates 2 percent of total assets to cash. (In 
prior years, HMC borrowed up to 5 per
cent of its total holdings, using leverage 
to boost returns; this strategy was obvi
ously unhelpful when financial markets 
declined sharply.) In a year with positive 
investment returns but nearzero interest 
rates on cash instruments, such an alloca
tion would have depressed HMC’s over
all results slightly. But the fund managers 
have the opportunity to deviate from the 
policy portfolio to some degree, and, Men
dillo said subsequently, HMC in fact was 
fully invested during fiscal 2010. Making 
cash a formal category within the policy 
portfolio, she said, imposed a useful disci
pline on the money managers, who have to 
be very clear about their reasons for vary
ing from the model parameters, as they 
identify opportunities to do so during the 
year for tactical investment reasons.

Mendillo called the year “a success
ful one for the Harvard endowment” and 
HMC. She cited the value added in returns 
that exceeded market benchmarks; im
provements in the organization through 
hiring of new skilled personnel; and 
changes that “more closely aligned HMC 
with the University,” after the harrowing 
months in late 2008 and early 2009 when 
longterm investments were out of synch 
with Harvard’s urgent need for cash. She 

harvard Management Company 2010 investment Performance

asset Class hMC Return Benchmark  difference Weight in
  Return   Policy Portfolio

Public equities 15.8% 15.2% 0.6% 33%
Private equity 16.2 13.3 2.9 13
Absolute return* 15.2 12.3 2.9 18
Real assets** (2.7) (4.7) 2.0 23
Fixed income 8.5 7.2 1.3 11
Total endowment*** 11.0 9.4 1.6

*Includes high-yield bonds
**Includes real estate (9 percent), commodities, and natural resources
***The policy portfolio also includes a 2 percent allocation to cash.
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noted “the much improved flexibility of 
the portfolio we are managing today,” the 
result of “attend[ing] closely over the last 
two years to liquidity, capital commit
ments, and risk management.” Having built 
up cash during fiscal 2009, through sales 
of investments and other actions, she said, 
“We redeployed funds throughout this 
year.”

In a notable sign of that repositioning, 
she reported that uncalled capital com
mitments (contractual obligations to 
provide funds in the future to realestate 
and privateequity investment manag
ers) had been reduced to $6.5 billion at the 

end of fiscal 2010, down from $8 billion a 
year earlier, and by nearly a half from the 
$11 billion at the end of fiscal 2008. These 
reductions apparently reflect fulfilled ob
ligations plus sales of interests in invest
ment partnerships, maturing investments, 
and renegotiation of terms with fund 
managers. 

More generally, she added later, across 
the portfolio, “We have evolved toward 
more liquidity and fewer longterm lock
ups” of Harvard funds under man
agement. “That has given us more 
direct access to our capital, so we 
are able to shift to better oppor

tunities.” For every asset class, HMC has 
adopted a “much more multilayered ap
proach,” she said, considering liquidity, in
vestment horizon, manager relationships, 
and other risk factors.

Looking ahead, Mendillo wrote that 
depressed conditions in the realestate 
market have so reduced values that this 
is now “one of the areas we find most in
teresting in terms of current and future 
opportunities.” Mendillo helped launch 

a century after his death in August 1910, 
William James, M.D. 1869, LL.D. 1903, remains 
an outstanding figure in both philosophy and 
psychology. He is as illustrious a scholar as Har-
vard has ever produced, and one of the very 
few to shine brightly in two disciplines. 

In mid August, the William James Society 
(www.wjsociety.org) convened an unusual con-
ference, “In the Footsteps of William James,” for 
the centennial. For its first three days, about 80 
Jamesians gathered in Chocorua, New Hamp-
shire (where their cynosure maintained a sum-
mer residence from 1886 onward), to sample 
dozens of scholarly presentations, tour James’s 
house and barn thanks to the cooperation of 
its current owners, and 
enjoy the trails and lake. 
For the final day, the group 
decamped to Cambridge, 
taking in an exhibition of 
Jamesiana, “Life is in the 
Transitions,” at Houghton 
Library (http://tinyurl.com/
wjames), which runs until 
December 23. 

The transitions include 
James’s personal crisis of 
March and April 1870, an 
episode of what he called 
“soul-sickness.” The Hough-
ton exhibit explores several 
of his life passages using letters, sketches, photographs, diary en-
tries, and lecture notes, as well as a few personal objects like the 

large envelope he inscribed, “My unfinished 
book,” which held a working manuscript. 

There is a touching 1876 love letter 
to his future wife, Alice Howe Gib-
bens, that declares, “To state abruptly 
the whole matter: I am in love, und 
zwar [namely] (—forgive me—) with 
Yourself.” There’s also correspon-
dence with his novelist brother Henry 
James, Litt.D. 1911, whose large, florid 
script contrasts sharply with William’s 
neat handwriting. The exhibit fleshes 
out how James was first hired to 

teach at Harvard, his academic home for virtually his entire ca-
reer. It also explores his forays into psychical research, séances, 
and, of course, several varieties of religious experience. Lastly, it 
records James’s final transition—with a death mask and a pho-
tograph of the beloved professor in repose after passing away at 
his summer home on August 26, 1910.

W i l l i a m  J a m e s :  
S u m m e r s  a n d  S e m e s t e r s

Clockwise from far left, below: William James 
reading, 1895; wearing sunglasses in Brazil, 
1865, after suffering a mild form of smallpox 
on an expedition with Louis agassiz; an 1866 
self-portrait, when James was about 24 years 
old; Here I and Sorrow Sit, an 1860s, red-crayon 
drawing echoing James’s depression.
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