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funrding, their failure to keep pace with inflation and Ioss of income
for ipnovative programs, are cited. The historical role of endowments
in institutional finances is reviewed. Present concepts of ehdowment
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approach ahiﬂiaqggemqpt objectives in the areas of spending policy,
portfolio diVersification, and endowment growth. The possible effects:
of ethical issues’'on endowmen* funds is illustrated by the South

. African-related investments. [ecisions to divest all South African
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stocks cause a number of prcblems-for institutions, nct only possible
-loss of revenue due to divestiture costs and .lack of sound Investment
ppssibilities.ﬁut also possible 1oss of potential contributions from

" business. A current attituvde among .college and university‘investors

is that their presence in.South Africa can contribute tq changing
current conditions. It is concluded -that the decline’ of endowments’
contributions to genetal institutional ravenues is part of the
gereral financial problem ih academe, and that current policy seems

~to dictate a more bhalanced management approach that wculd protect

endovment principal and seek profit by diversifying the portfolio

. ‘into several different types of financial marketk. (PHR)
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qCOLLEGE AND UNIVERSITY come’s contribution 15 smaller — 2.6 percent~~but singe current .~
COENDOWMENTS— OR, SINGING THE fnd revenues average a2 million, endowment’ contribption
¢ > 5,48 resner
L INF TION . W18 an ampressive $5 486, i
o -LA BLUES The importance of endowmant revenues 15 particulady evi- )
i By Carol Herrnstadt Shulman o dent at the nstitutional fevel Yale University, for example,
¢ ’ ., sutfered serious lasses in its endowment income from 1968-
Ly e . 1978 because of reverses on the stock market In 1968, endow-,

“Endowment [al the wealthiest collegesand
universities] would have to rise an additional
33 percent to maintain 1973 purchasing
power in 1978, This devastating loss in pur-
chasing power is befng felt throughout the
college andf univérsity world and helps ex-
plain some of the more recent fiscal prob-
lems being experienced by many endowed
institutions, especially those that rely more
heavily on their endowment to meét current
operating expensés.” (Dresner 1978, p. 43)

The nation’s heavily endowed educational nstitufrons are -
losing ground to inflation — despite funds totaling more than
$10 5 tulhon 1n 1977-1978 alone, endowment funds of 144 col-

-leges and universities, representing more than one-half of all g

" provides .51 introduction ta the role of endowments in aca

Y

-

b= o) 2 26D

educational endowment wealth, experienced a real decline m"
purg ¢ power of at‘oul 5 percent-~more than $5 1 milion
Civen the magnitude of this financial loss, endowment 1s-
sues are arl appropnate concermn of the entre academic com-
munity But the problems involved i managing.sndowment
funds. are unfamiliar.to most campus officials Thn\furrenls
demic finances It describes present concepts of-endowment
management, and it looks al new snvestment stregies for
coping with the burden of inflation Tinally, it discusses how

ethical issues may affect endowment funds, as exemplified by -

the controversial area of South African-related nvestments  *

Endowment’s Role fn Institutional Finances

Histoncally. endowment earmings have been an important
source ol college and unwversity income In 1900, these earn
ings made up 25 percent of educational costs, but by the late
1950's, this figure had declned to 5 percent (Cary and Bright -
1969) :

Despite this percentage dechine, enduyvment ncome s still
a significant source of revenue for ndependent and public in
stitutions  Endowment income at the nation’s most heavily en-
dowed private mstitulions now supply an average ot only 12
percent of current fund revenues But, when current fund reve-

nues average $70.7 million. the endowment contribution is im*

portant — $1 484,000 In the public sector. the endowment in-

Research Currents \15 prepared by the £RIC Clearinghouse on
Higher Education, The George Washington University. Washing-
ton, D.C. The material in this publication was prepared pursuant
to a contract with the szq%nal institute of Edycation, (1.5, De
partment of Health! [ ducafton and Wellare. Contractors under-
taking such prolects under government sponsorship are encour-
aged to express freely their judgment in professidnal and techni-
cal matters. Prior to publication. the manuscript was submitted
to the American Association for Higher Education lor critical
review and determination df professional competence. This pub-
lication has met such-standards. Points of view or opiion, how-
ever, do not necessarily represent the official view or apinions of
eithbr AAHE or the National Institute of Education., s

Gopies of ResearchClrrents may be ordered for 40¢ each
from the Publications Department, Americhn Association for
Higher Education, One Dupont Circle, Suite 780, Washington,
D.C. 20036, Payment mukt accompany ali orders under $15.

meny income paid for almost 25 percent of Yale's expenses.
Ted years later]its contribution, including capital_gains as well -
as dividends and ihterest, was only 13 percent ($28.3 million)
of « $218 million budget ("Ydle Buys . . “ 1978)
" Endowment revenues comprise ngrtlomof an Institution’s
general revenue funds that supports the total array of institu-
tional activitics+ Given this important role, the degline in en-
dowment funds can have both pbvious and subtle effects on .
institutional hife First, endowment funds ‘are expected to serve :
all generations of students equally —to provide a continuing - - *'-
level of quality education Therefore, endowment funds need
to keep abreast of iflation, which they do not currently do_
(Williamson and Sanger 1979, Dresner 1978). Colleges and uni- .
versities have found a short-term solution to this decline in
revenue that 15 so effective that-the Higher Education Pric
Index has nsen less than the Consumer Price Index for 1975-
1978 (Halstead 1978) ‘Institutivons have resisted the inflationary
sprral to a himited degree by holding down inereases in their.
petsonnel costs For.example, the difference between facylty
salary increases and the increase in the CPI saved institutions
$105 mullion in 1978 alone (Halstead 1978). Williamsan and ~
Sanger (1979) suggest that this stringency over facuity salaries
15 an effect i part of reduced endowment income, which will
have to be made yp from endowment revenue at-some future?
date - )
Second, reduced endowment income is likely to affec? aca-
_demic life in ways that are difficult to measure. tdeally, col
leges, and universities should be able to use-endowment in-
comdto suppdrt nnovative programs and practices free from

A

- oxternal influences, further, institutions in the inddpendent sec-

tor might use endowment funds to narfrow the tuition gap be-
tween themselves and public institutions These purposes of
endowment income may not be wellserved given the current
state of endowment fund finances

~

-
Managing Endowment Income .

" Qver the past ten years, analysts have intensely scrutinizgd
endowment fund management As a consequence, a revolu-
“lion in endowment fund mar::\gement has occurred. historic
objectives have been reevaluated and placed m a modern con-
text, legal requirements have been altered; new investment
strategies are being explored and employed, and adagtations
continue to be made .

For most of this.century, endowment fund managers invest-
ed their funds jn fixed-return holdings, such as bonds and
mortgages However, they tontinued to follow the spending .
practices of an eaflier peridd, when gnd®wment ‘income came >
from land holdings whose value increasedswith flation That is,*
endowment inceme was considered to be the revenue derlved
from 'th_e‘principal, less any bxpenses (Epnis and Williamson
1976). This policy is naw inafpropriate because of the influ-
ence of inflation. . : _ : ‘

Duking the 1960’s this pract"x_ice became increasingly counter-
pr,oduc'tive‘ befause the rapidl expa'_nd_ing higher education
community experienced high ihflation, and fixed-retarn invest-
ments*did not meet colleges” and universities” needs. At the
same time, the stock market held great promise for investors
in growth stocks who sought their returns in capital gains, ie.

.
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appreciation, rather than dividends (Eanis andVVnUnamson
1976) - : common stock investments because the
Cary and Bright (1969) slvpped into this preach between tra- L been highly volatile
ditional investment policies and a promising, but gengrally un-
+ ried strategyt-nvestment in growth stocks —1o analyZe the v
legal obhigations of endowment managers and td introduce (hc

} vocated. Historically, the stock murket has yielded ‘good re-
potential benefits of a new approach to institutional invest-
: turhs, but over the past twenty-five yearsthe structure of the
ments and of a spending polig y that would enable fund mana

\ A markel has changed, more than hall of the tradtng is now
. gers 1o tahe advantage of a risng stock market - done-by institutional investors rather than individual investors,
and this situation creates a less stable market that is,.when a
smaller number of stockholders (1e nstitutional investors) hold
larger blocks of stocks, ther decisions to buy or sell may cre-
ate large fluctpations in the marketplace (Malkiel and Firsten 1
berg 1976) Consequently, institugyons that b‘eg,an to invest
large portions of th /endowment funds in common stock dur-
g the late 1%’ d early 1970's expenienced some financial /

suggest:i that the total return strategy should pot be limited tp
0\ock markel has

These fluctuations had been largely unanticipated when
more flexible and heavier investment 5} growth' stocks was ad: K)

Introducing “total return,” Cary and B,nghl's (1969) suggested
¢ strategy, was.new to §he hlghor education community but not
to the business world.'Over a thity-year period, wnvestors had
shifted their nterests from investments that proviged fned
dividends and interest to nvestments with fong-term growth
potential In so domng. they had redefined the concept of “in- .
come” to mnclude realued appreciation as well as dlwdends ‘

4 and interest o ) shocks ¢ L /
This approach to mveslmenls is known as “total return ” ' Most.of the institutrons shifting 1o thie new rule gnticipated //
Total return 15 an nvestiment stm(cgy in which mvestments are .2 problem m stabilmng thei spending, but fe\\‘; were pre- ,
made with regard to the long-term growth potential of the pared to deal adequately with the very wide ffuctuations /

_holding Investments are thus likely to be made n-common -/ shown by the stock market 9 the past few vears (Funds for
. the Fu(ur(‘ 1975 p 121) . ) /

stock rather than in fixed-income instruments- Returns from . Y 4 ! / '
th¥se mmvestments are dentified as dividends., interest, and real:
zed appreciation Returns ate then DO( ated between spend-
“able funds and the endowment fund to build up the principal
This method has three important advantages {17 over the past
century | “theé®annual return [including gamns as well as divi-
dends]j on unselected commartstocks as a group has been
double that of high-quality fixed mcomg sec unties” (Cary and
Bright 1969, p 31}, (2) st provades g hedge agqmsf inflation
since the investment appreciates in value, and (3) «t allows

Current Management Oblectwes—fpdowmon( fund Aana- ©
gers are most concerned with.the prpblems posed b / lhe con "
tnuing high rate of iflation That 5. inflation crodgs the real /
.value of the endowmbdnt. pnncapa}/ at the same lm/.o it esca /
lafes the pnce of mstitutional ogeratons so thay vndowme(k{s

contribution o mstitutional reyenue Bedomes increasingly/im-
portant *The dilemma endow;hem managers, face 15 how/to
preserve the principdl so' thy { future needs ¢an be met Avhile

t

"

-

at thesame time prov:dm ddequate resonrces *for cyfrent pro-
greater flexibility in spending ¥ndowment returns 1Lar\ and }r'lgs Harvard's goals st/zllvmenl Dr(‘S(‘nU& the DfObl/Z“‘ cloarly
Bright 1969) . ) . .
Higher education financial managers of course were aware ~ - The objective of ‘h*’/*a"’“fd Fund 13 ‘/’ nyest i sych a
of the benefits of this approach, but they feared that the manner 3s to Creaty/a stream of investment returlys winch
! R . . T : treats cquitably. w/inflation adusted dollars, all generations
terms and’ conditions of theu endowment gifts and the laws of students and the public as beneficianes of th various
regulating the activities of chantable trusts would effectively Harvard programsb, a es soHL‘a level of ngk whigh 1s
prevent them trom followmg this course . prudent Funds for the Pture 1975 p 156, citing Harvard
Cary and Bn;,hl {1969) argued that current laws. court décx , U""'(‘""\ ) / v
sions, and the terms of most endowment gifts would pernut . To resolve lhq/se lssues‘ endoviment manbgers need (o de-
colleges and umiversities igfollow total return strgtegy, par- i velop policies {,‘ three major areas (1) sp? ding policy, (2)
ticularly 1f “reasonable guidelines are developedio govern . portioho dvver;‘nhcanon and (3} ehdowment grants
[the expenditure of inlome]” {p: 40) Although no firm gude
lines then existed; either In law or ¢ourt deaisions. these attor ° Spending Q]fﬂ';“ With ‘hi‘ greater flgabihty that wotal re- -
neys)suggeslod-(hat the standard of prudence, 1e.” ‘practical . turn provides, ‘endowment managers afd-trustees also have
wisdom,” or the ‘provident or cautious use of resdurces " will . more respofisibility for determuning the spending of endow- ~
be the determining critena for Gvaluating endowmoént manage- ment fundd They must deaide how rhiuch of thd endowment’s
ment (Cary and Bright 1969, p 41) Under this standard. two » (‘ﬂfn'HSSAZGDDfG"J“O" dwidends, d/‘d mnterest--to spend on a
practices should be followed (1) addfnon to the principal of \’f-ﬂfl\’ bagis * tn INht of milation, they also need to constder |
enough realized appreciation to compeifate for intlation and current and future knancal (lenL&uuons..from the endowment
“lo bting about a steady How of réal sffendable income”, and and yearly fluctuations in returns _,‘rom the endowment that
(2) "approprigte provision for probable dosses before apprecia- + = can affect the level of spending Further, they must decide on
© Hon DisPpent” (Fnms and Watliamson 1976, p 9) . policy six 10 twelve months be!oro thé®fiscal year begins. since
' ) : colitges and umversipies need that much time to develop an
" Adopting Total Retusn — Some wstitutions followed Cary and ammual budget ,." '
Bright's recommendations rather'promptly. but others were re- To assure themselves of a roasonably stable fevel of yelrly
« Juctant to do so unless ther'were clearcut legal guidelines ' wcome from endowment, marZagors have developed spending
The real changeover to thv‘ total retum strategy in the higher rules Most commonly, mstitutions decide “to spend a smatis
education communty Uwretore ocnurréd in the carly 19707, fraction of the endowment each year, without regard to
after the dcve!opmcul of the Uniform "Mapagément of Instity- whether the dollars spent are dividends, mterest, or capital
tiona) Funds Act, ar{prow'd by the Natonal Conicrence ol gams " (p 21) This is a gpnenc spending rule, from which sev-
Commissianers of Unsform State Laws in 1972, and adopte'U eral rules follow; 1t has aeveral advantages. (1) the fraction
itf many states {(Ennis and Withamson 1976} This law rlear!\b0 may be changed without altcnng the investment mix of the
P permitted endowment managers to follow a total return strpte- portfoho, (2) Spendmg grows at the same rate as the endow- i
: gy By 1974, a maponn ol colleges and universities 1 a survey mentl, so that managers ¢can control the level of spending by
of 383 institutions regjorted that they accepted the legality of changing the portfolio mix or by altering the spending rate, .
spending capital gans from endowndent funds. where not spe- and {3} spending will never bankrupt the endowmunt )
. cifically prohibited For anelourth ot these mstlutions, this This rule, however, abvioysly permuits wide fluctuationy in
.t opinion represented a shitt in vmwpoml since 1971 {Cary and _ yearly mcome as returns on mvestments reflect changes in the
Bright 1974) . Tt etonomy To offset this problem, institutions may adopt vana- .
Over the, long haul. the total- relum policy holds sugmhcan( lions on this spcndmg'ru!c. Fog example, many colleges and  °
promise for flextbility and improved returns in endowment e ¢ S
management. But the recent performance of the stack market *The following discussion is based on Funis and_ Wllhalmon 1976. .
! _ : . . > -
O . - e ) 3 "AAHE Bulletin. February 1980
EMC ' - ' . s : »
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/o ersities spehd a fraction that is the “moving averagé of .
market \:#n s of qw endowment fund” (p_22), so.tKat spend
ing c:)\,s ot abruptly change wherbhe val'ue er(the endow- ~
mept'changes on a short-term basis

/

4

7 Portfolo Diversification— Sincethe’ adopnon of a more ag-*

/gresswe investment posture, endowmenl managers have
learned the necesaty of por‘Hollo rhversification As used here,
this concerft reters not only to having shares i a range of pub'
licly-held companies, but to investing funds n diiferent types

. of financial markets to protect the endowment aganst unfor(:

sefin (hang(‘s in any one market, and to dUPVIal?lphc mpact,

of poor investment dens:ons (Adams 1975) One approach to

diversification”may be to have a portiolo compaoased of (1)
+ ‘Common Stocks Fhs nvestment promises the greatest profu,
over ime, but a portfoho composed solely of common stocl\<
nvolves 1oo much nsk and*may nol produce enough income
for those endowment funds that do S0l permit the spendmh
of capital gans. (2) Fixed Income §erunues This tnyestment
approach entails hittle or no risk, but 1ts yietd does not provide
a hodbe aganst milaton, and (3) Short.term Investmentst These
can meet needs for immediately avanlable funds Lo be profita-
bly remnvested (Willumson wy Funds for the future 1975)

But this trpartite approach may not protect’ endowments
when the tinancial markes are at a low pomnt Reu);,nm%
this problern (c)“v;,os and untvaraties are looking to \/(!‘Qlur(‘s
outside the traditional money marke ls for heavily endowed

< nstitutions, real’ estale mvestments may be a rewarding prop-

oston Yale Univeraty, for example, has turned oves about 10
- Percent of its endowment funds to real estate ventures In one
investment, Yale hus pur¢hased a half-interest n the Corning
¥ Glass Building, a prime Manhattan location, for a hitle under
$15 mulbon {"Yalg Buys "~1978)

Other snstitutions are laung hing programs nto the venture
capital enarket In terms of endowment wealth 80 percent of *
the ten wealthiest institutions and 57 percent of the th ty
_most hffav_uly endowed msututions are using a small percent
age at their endowments to become mvolved i this congopt
{Lewts 1979) The venture capital concept smvolves ‘the nvest:
ment of Lquity capital in nonpublic sequsstees of small H() 3100
eithon sale s) high-growth compames that otter sigmific ant opr
portumties for capital appreciation This dennmon 1s not in-
dended to encompass nvestments in_real estate, natural re-
sources, or crechit and Iendxn;, functions” (Adams and Poutras

" 1978, p. "2} In addiion, msl:lullons interested in venture capr

L retal inwestments may &c('k out mgature conpanies that are fow-

Sl growth and have substantial debt, with the expectation that f
the company. cancelsats debt it will expenience new growth
and return a prolit to the mvestor {(Lews 1978}

Endowment Growth —In this penod of high inflation, returns
on mve>(me‘n(s will apparently nol mieet all endowment needs
There 15 a tiend toward larger endowrnents that are bulll by
new gifts to the undowment (Dresner 19783 Indeed, building
endowments 1o of fsot the problems of pflation may be con-

» sidered part of endowment management Campaign fund
drsves can be explicit on the.need to enlarge the endowment
to offset inflation Dartmouth’s campaign hterature to win
$80 mulhon for*its endowment explains this situation .

\

Under nommal aircumistances {endowment} provides a stable
flow otdellars which are directly transtated into fine pro-
grams Wheiry u})em!mg costs sear more ramdly than
endowment apprecidics. or when the endowment’s percent-
age contribution to cash tlow dechnes, those same programs
" are i jeopardy {(The Campaign for nd.p 20)

. . . -

»

Socially-Aware Investment

Academic éndowment managers and trustees car_l‘not ignore
one of the most volatite campus issues of the 1970's —the uns
. versity's social responsibilities as an mvestor This ssue has
beensimmering for some time Since the 1960 s, unwversitics
" have been (,d“(‘d upon to take pubhc posm)lns on a wide -
range of social’ pmblems such as the War in Vietnam or cwil
i rights. The curfent pressuros to consider mc unIversity's nvest-
. . A )

Y

L

N

.-

.

. Mdbumum ecddomic retun will be the exclusive crternion

oy . - - P

. .. .
- a B

" ment résponsibilites are a loglcal exfension of the earlier de-
bates on the university's role mn sodiety . '

it has also become evident that the university will face in-
creasing pressures as an _wnvestor (o ke positions on soci -
issppes Corporate rcspon5|b|hty has emerged as an impor{a
public 1ssue; and special interest groups are likely to continue -

_théir efiorts to effeet change throush shareholder resolutions
{Simon et al ‘)"’2)

In thas context, model gmdehnés dé\r/eloped by Yale tacylty?
membets who participated in a yearfong Se\mar on university
nvestmentsesponsibihitids have served as A protgfype for
several institutions, and indicate the direction that may be
taken on thus issue The gurdelines stipulate that

for selection sand retention of the university's endowment
secunties, extepl in cases covered by fthe paragraphs bee
low] relnnng to the disposition of securities in certain cir-
cumstances (Sunon etal 1972 p 173)
" They Also prohibit the, purchase or rclgnt:o\n of 'securtties for
the purpose of having the universiy tako a position on the o
corparation’s actniities i
The exceptions referred to abo%/e involve cases in which a
- tinding ol ‘grave social injury’ has been made Such njury is ¢

defined as L~ s

el
the innous mpact which the Ac(:vu}ues of a company are
found to have on consumers, employees, or other persons,
particularly including activities which vu)lalc or frustrate
i the enforcement of_ rules pi domestic or international law
intended to protect individuals against depnivation of
health, safety. or basic freedoms (S:mgn et al 1972, p 171) .

Given a finding of grave social jnury, the wnwversity will -not
exercise s shareholder nights to vote upon resolutions correct-
ing the myury. but will instead dispose offits holdings, of. (1} it
ts “unlikely that. within a-reasonable period of ume, the exér-
ase of shareholdér nghts™ will effectively modify the grave as-
pect of the social mury, ori2) or changes in company activi
ties will weaken the econgmit return on the investmerit so
* that the university should sell jts holdings under the criterion
of maximum econormuc return,cor (3) the securitics weré fa be

sold as part of routine por(foho\mana;,emem before Correc

. tive proposals mtiated by the Ur\!vPrSIl\ rou!d be completed
(Srmon et al 1972) N

* The Example of S_ogslh Afnra t—’}( ‘hen colleges and universi- _
ties are called upon to divest them¥elves of South African
related stocks, the twin :ssu% of f:dumary and social respon-
stbility come into play

Ofithe financial side, wstitutions vmth substantial enUow
menfs'have to consider the impact that-divestiture of South-
Atnican related stocks would have on ther funds i terms of
soundwnvestment posstbilities that are lost and in transfer
costs For example, Stanford University, the nation's second
most heavily endowed mstitution (Dresner 1978), studied its
portieho and concluded that such divdstiture would produce
senous financial problems for the umversity The heavy costs
mvolved raise the question of whether the University would
violate its fiduciary responsibilities if it were 10 pursue a policy.
of divestment Bf companics doing business in South Africa.

Such divestiture would bat expensive. costs for divestment
and exclusion (due to hmited selection of new stock) would

. total about $1 4 mithon But the greater cost would likely
be i the decreased value of the en vymcn{ that results
from mage limited and less profitable investment opportunt
ties and the narrower diversity of the portfolio A final con-
sideration ‘must He the effect on potential donations from busi-
nesses and other sources 1f Stanford were to maintain a black-
list of companies in which it would not invest, it might also«
fose charitable contributions from these companies, which .
“have given donations in the past £'Lxclusion of . 1977)

The costs of dwestiture may be much smaller for less hegwr-
Iy endowed mstitutions and some colleges are moving toward
the sale of all South Afncan -related stock. For example, in
1977 Hampshire College decided to sell all of its common
stock, about 5200 000 worth, until it could develop appropn

4
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ate policy guidelines. The decision followed student protests.
ovér about $39,000 ‘in South African-related holdings (Liff
1978). . '

But the full force ofgthe problem of investment in South
Affitanrelated corporations becomes apparent when ‘the ques:
tion of social respansibility is raised. While if is generally . -
agreed that apartheid is a rc.-prch\ensive system and needs to
be ehminatad, there is a wide gap between strategy advocated
by protesting groups and the course followed by mosl}ollegqs
and universities Student and other groups contend™" !

’

the presence of American corporations in South Africa gives
moral legitimacy to #e white minority regime, and that it

. creates a vested American interest in the status quo
withdrawal of investment anq_ moratotium on loans
would deal a severe psychological blow to thé mprﬁlc of
the-white regime ~ and would.constrict the historically
high rate of econamic growth many analysts consider cru-
cal to its stabihty (Liff 1978, p 3).

Most institutional investors ‘contend instead that their
presence in South”Affica can contribute to chan'ging the sys
tem Thew argue that if they improve their employment prac-

’ tices,for blacks.-and incidase their ecormmic“opportynl’ti A
they can upgrade the condition of black workers iy 'Soyth /
Africa while providing an example of rcsponsgble/./gf} brate /
behavior Further, they believe that withdrawal wylf fot after
the system &f apartheyd . £
¢ College and university investors genL\Jdlly
tion, with one major proviso: mary will div f
stocks in corporations that do not adopt gl pnplement the
“Suthvan Principles ” Institutions may detyde’ that adherence .
to these ponciples s an efficjént stand'\;d/for determining
whether or not modification/of “grave sodal injury” 1s occur
¢ ring and certain stocks Svh(f) ild be sold Yhese principles call on -
Amenigan corporatiofs deing busih'e'ss/a/n South Africa to agree
to. take specific steps tp improve wofking conditions for
blacks, mclud;pf; comglete desp/g&lga(iOn of all arcas in the
. wogkplace, dotelop gaming programs to place blacks and oth
er nonwhites in higher level ;5_05/'.60n5, and improve the quality
of employees’ "",. outside tho/workplace m such areas as ’
‘housing ?Ad schools (“Six Pnniciples 7 1970)
‘ :

- ' 'y
Concjusion’
/ 4 o .

Mbst higher education forecasts argue that inflation, re-
duded student enroliments, and soanng cost"will produce eco
ngmuic hardships for colleges and universiyes The dechine of
. ¢ndowment’s contribution to gencml/revenues is also part qff

/ this problem / . -
/'_ In the past to(a years, collegiate endowment management
" has seen rapid change -~ from a conservative passive approach

Lan aggressiye sttalegy that involved great nisks and sometimés
produced financidl reversals Cusrent policy seems to dictate
a more bé!anced management approach that would protect
N endO\vr/'(cnl principal arfd seck profit by diversifying the port-
" folio o several different types of financial markets It 1s too
earlyfto predict how successful this, practice will be in stem:
ming the decline of the endowment's contiibution Any up-
** ward trend would be most welcome

J
I to m\,.-cstm;?ts that yrelded steady but insufficient returns, to

Iz
/‘;'

] ' »
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