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House Renewal Gains 
and Challenges

Two days before  Commencement, the 
College quietly published the summary of a 
“Strategic Assessment Report” on House re-
newal, the $1-billion-plus “first-phase” pro-
gram to modernize the eight Neo-Georgian 
undergraduate residences along the Charles 
River (leaving newer parts of those Houses, 
and the Radcliffe Quad Houses, for some fu-
ture date). The evaluation—conducted fol-
lowing the partial renovations of Quincy and 
Leverett Houses, and the complete overhaul of 
Dunster House—reveals successful elements 
of the physical and programmatic changes to 
the residences and highlights opportunities 
to refine and improve the rest of the project. It 
also underscores the very real financial chal-
lenges to be met if the project, as envisioned, 
is to be completed in a reasonable time, even 
given the successes of the current Faculty of 
Arts and Sciences (FAS) capital campaign. 

Drawing on focus groups, interviews, sur-
vey research, and data on the use of renovat-
ed common spaces, the assessment revealed 
broad satisfaction with the renewed build-
ings’ role in increasing interaction among 
students; attracting students broadly to 
“neighborhood spaces” such as Leverett’s 
theater (making the Houses feel less like in-
dividual islands); improving circulation and 
accessibility along new horizontal hallways 
(facilitating contact among tutors and stu-
dents); and integrating instruction into the 
Houses by building technologically enabled 
classrooms in basement spaces.

Reflecting student preferences for sin-
gle bedrooms and disapproval of hallway 
doubles, future projects will emphasize 
the former format. The hallway common 
rooms created to serve residents of hall-
way bedrooms, while popular for reserved 
use (birthday parties, group meetings), have 
not functioned as originally envisioned; they 
will likely be deemphasized in future reno-
vations, thus accommodating more suites 
(the perennially preferred housing option). 
The “smart” classrooms might be made a lit-
tle less smart, so more users could operate 
them readily; and subsequent renovations 
might incorporate “maker spaces” to tie into 
the applied sciences and engineering com-
plex scheduled for Allston. Students also 
endorse visual-arts spaces.

FAS’s construction managers have 
learned from the first three projects how 

better to schedule 
the work, procure 
materials and ser-
vices more economi-
cally, and so on. Less 
happily, the renovat-
ed buildings’ up-
graded mechanical 
and electrical sys-
tems have caused 
energy consumption 
to increase. Includ-
ing more communi-
ty spaces and spe-
cial-purpose areas 
(classrooms, per-
formance facilities) 
has also increased 
costs. Project managers no longer imagine 
being able to complete renewal of the larger 
Houses in 15 months (two summers and one 
academic year); the Lowell renovation is al-
ready scheduled for two years, displacing 
the affected residents for a longer period. 
Accordingly, the duration of future renova-
tions will be determined by “project scale 
and construction market considerations.”

The last factor is ominous: the report 

observes that the cost of future construc-
tion can be expected “to escalate between 
five to seven percent per year over the next 
five years” in Boston’s busy market. That is 
an uncomfortable prospect for a program 
orginally expected to take eight to 10 years; 
where individual projects are now being 
stretched out; and—most significant—
where financial constraints may argue for 
a more extended schedule overall.
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Work gets vigorously under way at Winthrop House, the second 
undergraduate residence being renovated in toto.
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Financing house renewal  was never 
going to be routine. The sum involved is 
huge, $1.4 billion or more, and much of the 
work is deferred maintenance: a hard sell to 
donors. From the outset, FAS administra-
tors have called for an all-of-the-above strat-
egy entailing “the use of endowment funds, 
philanthropy, reserves, both incremental 
and non-incremental long-term debt, and 
cash from operations,” as the dean’s fiscal 
year 2013 report put it. The hope was that 
jump-starting the program with existing 
FAS resources would show what a reno-
vated House could be; then, after making 
it a major campaign priority, donors would 
become supportive. From there, the work 
could be completed by resorting to debt as 
necessary. (Yale followed this course, even 
during the financial crisis, when it borrowed 
heavily to complete the renovations of two 
residential colleges, concluding its under-
graduate-residential renewal in 2011.)

The new report suggests how the strat-
egy played out. Entering the financial crisis 
in 2008, FAS had incurred significant debt, 
primarily to build the Northwest Lab and 
the Laboratory for Integrated Science and 

Engineering in mid de-
cade; borrowings bal-
looned to about $1.1 bil-
lion, and neither FAS 
nor Harvard had the ca-
pacity to borrow more. 
Accordingly, FAS relied 
on decapitalization of 
endowment funds (dis-
tribution of retained 
investment earnings) 
as the main source of 
funding revenue for 
the first three renewal 
projects, according to 
the report, which does 
not specify the amount 
decapitalized. Annual 
financial reports provide only gross sums 
decapitalized, not their specific uses: $151 
million in fiscal 2012; $71 million in 2013; $99 
million in 2014; and $70 million in 2015, the 
latest year reported—“as part of its strat-
egy to fund current year costs, where pos-
sible and in accordance with donor terms, 
from restricted sources, allowing the FAS to 
free up unrestricted resources to support the 

multi-year House Renewal Program.”
Operationally, the strategy has worked. 

The first three projects are done, work pro-
ceeds on Winthrop House—and through 
this past March 31, donors had given or 
pledged $230 million for House renewal: 
more than half the $450 million goal (with-
in FAS’s $2.5-billion campaign). Arrows re-
maining in the fundraisers’ quiver include 
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An existing frame home begins its transformation into the new 
Winthrop House faculty dean’s residence.
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naming opportunities (House faculty dean-
ships), a third challenge fund, and House-
specific campaigns appealing to their alumni.

But, FAS argues, the cost has been high. 
As the report puts it, “Decapping endow-
ments maintains a longer-lasting and cost-
lier impact to the FAS operating budget than 
does the use of incremental debt. When an 
endowment is decapped to support opera-
tions or a project such as this one, the asso-
ciated income from that endowment is lost 
forever.” The report estimates that the effect 
of “[d]ecapitalizations taken to date will re-
move approximately $25 million of available 
cash from the FAS operating budget by the 
conclusion of the program” (presumably the 
eight to 10 years originally envisioned—and 
continuing thereafter). Moreover, decapi-
talized funds no longer appreciate, so the 
adverse impact on income may well com-
pound. “By comparison,” the report notes, 
“debt has a 20-year impact.”

Understanding how FAS arrived at that 
$25-million figure requires some elucidation 
(being sought now). Nonetheless, such siz-
able withdrawals reduce the endowment, 
impair potential asset growth, and diminish 
future income to a considerable extent. In 
addition, the report argues, House renewal 
funding has leaned heavily on FAS’s unre-
stricted endowments—making them un-
available for other uses—and has consumed 
all of the dean’s unrestricted reserves, which 
totaled $112 million in fiscal 2013.

Given those costs, and FAS’s successful re-
cent reduction of its debt-service expense, 

“debt must be reconsidered as a more imme-
diate and larger component of future 

financing plans.” Further, ardent 
fundraising continues, in pursuit of 
the “strong philanthropic support” 
required to complete “this ambitious 
and mission-critical project”—whose 
success continues to depend on mul-
tiple revenue sources. Finally, it is 
recommended that the construction 
schedule be shifted from a “set an-
nual” program to “one tied to the 
successful achievement of House-
level” fundraising—presumably 
for such large projects to come as 
Eliot and Kirkland, and perhaps 
even Lowell.

This report’s  measured phras-
ing advances a triangular argu-

ment, drawn within the unique 
rules of Harvard politics. FAS asks 

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

 1906  The Newsboys Union of Bos-
ton raises $2,567.17 toward a scholar-
ship fund that will send former newsboys 
to Harvard.

 1931 President Conant decides that 
the football team shall play a postseason 
game, the receipts of which will go to un-
employment relief. 

 1941 The Harvard Crimson drops its 
isolationist stand as the academic year 
begins. “That not only the Crimson but 
even the Leftist Student Union now find 
an isolationist position untenable is a so-
ber comment on the state of mind of the 
undergraduates who returned to College 
this fall,” the Bulletin comments.

 1946 Fletcher P. Martin, a city editor 
and war correspondent at the Louisville 
(Kentucky) Defender, becomes the first 
Nieman Fellow of color. He is one of 14 
fellows chosen from a pool of more than 
100 applicants, and is also the first repre-
sentative of the Negro press.

 

1956  The Crimson discontinues its 
annual “Miss Radcliffe” beauty contest 
due to Radcliffe pressure, much to the 
dismay of Bulletin editors, who mourn: 
“For the undergraduate who had to con-
tend with…the harsh fact that the myth 
of the Radcliffe Plain Jane has a broad base 
in reality, it was nice to be able to look to 
the symbol of an idealized Radcliffe popu-
lated with angels.”

 1971 After a summer’s trial run, Har-
vard’s first day-care center moves from 
the basement of Memorial Hall to a per-
manent location in the former ROTC 
building near the Divinity School. The 
center has 24 children, and a waiting list 
of 19. Two Radcliffe day-care centers are 
already in operation. 

*   *   *
Late-breaking news: A survey carried out 
during the twenty-fifth reunion of the 
class of ’46 revealed that 76.2 percent 
would object to a son’s becoming a hip-
pie, and 48 percent opposed the women’s 
liberation movement, but 96.8 percent 
were in favor of birth-control devices.
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loyal alumni to continue to support House 
renewal. It notifies its faculty members, eager 
to pursue research and welcome new col-
leagues, that unrestricted funds are scarce, 
or committed. And it argues that with long-
term interest rates at record lows, the Uni-
versity should advance funds internally or 
allow the faculty to go to market to borrow 
money to pursue House renewal. Otherwise, 
it seems to imply, FAS is at risk of sacrificing 
core academic priorities and delaying renew-
al of the River Houses beyond the planned 
eight- to 10-year duration of the project—
an outcome at odds with Harvard’s focus 
on the quality of the undergraduate experi-
ence. (Such a delay would also extend the 
time when undergraduates live in increas-
ingly differentiated residences, and threat-
ens an uneconomic escalation in costs, given 
Boston-area inflation.)

FAS, in other words, wants Corporation 
approval to become more leveraged to pur-
sue House renewal. It would probably also 
like to make the case that, having decapital-
ized endowment funds to pursue a Univer-
sity priority, it should be able to assume new 
debt at current tempting, low interest rates. 
That is not how things work now: internal 
borrowers pay Harvard’s blended rate on its 
debt, currently about 4.6 percent.

From the University’s perspective, on the 
other hand, FAS chose to deplete some, per-
haps most, of its valuable unrestricted funds 
precisely in pursuit of House renewal—in 
part by retiring existing debt in contem-
plation of taking on more later. Should it 
complete or slow House renewal, the unre-
stricted cash begins accumulating again—
not least because other elements of the cam-
paign aim to raise hundreds of millions of 
dollars to endow financial aid and existing 
professorships, which will in turn save tu-
ition and other cash for unrestricted pur-
poses as well.

Moreover, the University has other needs 
and opportunities to consider. Given market 
conditions, it may well want to refinance 
some hundreds of millions of dollars of ex-
isting debt, which now carries substantial-
ly higher interest rates. And construction 
costs for the Allston science and engineer-
ing complex are reported to be $1 billion, at 
least some of which might require new debt, 
too—pushing up against whatever level of 
Harvard borrowing the ratings agencies will 
tolerate.

However these delicate politics play out 
among donors, deans, Harvard’s financial 

managers, and the Corporation, it will be 
revealing to watch. The results may illumi-
nate University leaders’ views of its financial 
prospects in light of continued, presumably 
successful fundraising; the costs of high-

quality facilities in an expensive metropol-
itan area; and an era of economic instability, 
uncertain endowment investment returns, 
and strained federal support for scientific 
discovery. vJohn S. Rosenberg

A Moral Conscience  
for Economics   
Much of the public  is interested in fix-
ing America’s gaping level of wealth inequal-
ity, but few people feel responsible for pay-
ing for it. The new dean of the Harvard 
Kennedy School (HKS), Douglas Elmendorf, 
makes no secret of where the money should 
come from. At a panel on inequality during 
this year’s Commencement week (see har-
vardmag.com/inequality-16), he argued that 
to pay for broad investments in infrastruc-
ture, education—most importantly, in peo-
ple—America must draw resources from the 
wealthy. Making sure his audience under-
stood which “wealthy” he meant, he contin-
ued, “I don’t mean just Bill Gates.” 
He meant them, along with the 
broad swath of Americans in the 
upper tiers of the income distri-
bution. Elmendorf, an economist 
who directed the Congressional 
Budget Office (CBO) before suc-
ceeding former dean David Ell-
wood last summer (see harvard-
mag.com/Elmendorf-16), recently 
talked to Harvard Magazine about 
the state of economics, the public 
role of the school he now leads, 
and his transition from research 
to administration. 

Implicit in HKS’s role as a school 
training public servants, Elmen-
dorf argues, is a duty to restore the public’s 
faith in the government’s ability to improve 
their lives—a mandate made more difficult 
by what he views as the dishonesty of an-
ti-government politicians. “Many members 
of Congress have claimed that we can have 
high levels of health insurance without signif-
icant government subsidies,” he says. “That’s 
wrong.” One way to address this challenge is 
by filling gaps in the public’s basic knowledge 
of economics: to clarify, for example, “that in-
vesting in people is a good investment, [es-
pecially] when the cost of borrowing by the 
government is at extraordinarily low levels.” 

“There’s been a degrading of the impor-
tance of expertise,” Elmendorf says. “I don’t 
think that social decisions should be made 

by experts. The decisions need to be made by 
the people’s representatives. But we need to 
ground those decisions in an understanding 
of the actual trade-offs in the world.” A relat-
ed problem is that the public, unlike econo-
mists, is not used to thinking about policy 
decisions in terms of trade-offs. “When I was 
director of the CBO, I was very frustrated 
when we would write a policy report [say-
ing] a certain policy would have these two 
advantages and these two disadvantages, 
and the advocates would quote only the part 
about the advantages, and the opponents 
would quote only the part about the dis-
advantages. That encourages the view that 
there are simple answers. There aren’t gen-
erally simple answers. There are trade-offs.” 

Elmendorf’s analytic rigor and subdued 
temperament seem to belie his humane ap-
proach to policymaking. Where a more zeal-
ous advocate might stir doubts, Elmendorf’s 
restraint inspires confidence. He belongs to a 
class of economists who are paying increas-
ing attention to the moral implications of 
their work. Despite his faith in the value of 
expertise, he suggests that the public has 
had good reason to be cautious of govern-
ment and academic elites: “Many people in 
this country and in European countries are 
justifiably frustrated at not having shared 
in economic gains, and are legitimately frus-
trated by a pace of social change that they 
find hard to manage in their lives.” Econo-
mists have tended to focus on the impact of 
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Douglas  
Elmendorf
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