
that will rent for about $1,000 per person per month, placing them 
far outside of the reach of grad student instructors living off of their 
stipends. Unsurprisingly, student responses to the plan have ranged 
from unenthusiastic to livid. Despite student criticisms, the university 
has pressed on and the dorm is set to open in 2015.

The administration says the endowment is a key part of the university�’s 
 nances. This statement is misleading at best. What�’s certainly true 
is that the administration dedicates more and more of the uni-
versity�’s resources to managing these funds, while at the same 
time increasingly exposing itself to the  uctuations of the global 
 nancial markets. The proof is right in front of our eyes�—even as 
U-M has brought in more and bigger donations, tuition has continued 
to rise faster than the rate of in ation, pricing out working class and un-
derrepresented minority students. If we are serious about making this 
university public, the administration�’s  nancial model has to change.
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In November 2013, the University of Michigan launched its new 
capital campaign, �“Victors for Michigan,�” which aims to raise $4 bil-
lion from private sources primarily to be deposited in the endowment. 

If successful, it will be the largest in the history of public higher educa-
tion, topping U-M�’s previous campaign which raised $3.2 billion be-
tween 2004-2008. On the surface, big donations and a fat endowment 
seem great. However, the growing importance of the endowment and 
the university�’s dependence on wealthy donors and Wall Street  rms 
are among the factors transforming the contemporary university from 
a place of learning and knowledge production to something that looks 
more and more like a corporation�—or, in this case, a global hedge 
fund.

THE DARKER SIDE OF
UNIVERSITY ENDOWMENTS



The endowment is a collection of about 7,800 pools of money that 
are invested around the world.1 The returns on these investments are 
then either reinvested or disbursed to different parts of the university, 
with each individual fund carrying certain restrictions regarding how it 
can be spent. These restrictions come from the individual donors, who 
unilaterally dictate that their money be used to fund a particular kind 
of scienti c research, renovate a particular campus building, endow a 
speci c professorship, and so on. A small percentage of the endow-
ment�’s returns (4.5%) is applied each year to university operations. 
Over the past  ve years, U-M�’s $8 billion endowment has contributed 
an average of less than $300 million a year to operating expenses like 
professors�’ salaries. The administration likes to talk up how 20% of this 
contribution goes toward  nancial aid, but $60 million is a drop in the 
bucket when you consider that tuition adds up to over $1 billion a year 
(and much of that aid is based on �“merit�” instead of  nancial need).

Building and managing this enormous investment portfolio is 
very expensive. Currently, there are 550 employees who work on 
what U-M calls �“development activities,�” including 175 �“development 
of cers�” who engage directly with potential donors.2 On top of that, 
the investment of ce has 18 employees who are paid a total of $2.7 
million annually to oversee the university�’s  nancial assets (in addition 
to the fees they pay to external fund managers).3 Yet another expense 
comes from setting up regional of ces around the U.S. and satellite of-
 ces in other countries.4 All of these major expenditures are part of the 
rapid growth of administration relative to other areas of the university 
(such as instruction) over the last four decades. Add to that the cost of 
fancy events, like the �“Victors for Michigan�” launch party, which cost 
upwards of $800,000.5 Donors don�’t just hand over their money, so the 
university has decided it�’s willing to spend hundreds of millions of 
dollars to encourage them to do so.

At the University of Michigan, as at other institutions, funds are invest-
ed with regard to optimal pro tability (even so, the endowment actually 
lost money in 2001, 2002, 2009, and 2012). As U-M�’s chief investment 
of cer recently declared, �“We try to be blind to social factors.�”6 This 
means that the university, and consequently students, are literally 
pro ting off of risky and unethical investments, including the fossil 
fuel industry, the occupation of Palestine, and real estate speculation 
around the world.7 A look at U-M�’s �“Report of Investments�” shows that 
the university is invested in everything from Mitt Romney�’s Bain Capi-
tal to the tar sands of Canada (in total, U-M has over $1 billion in fossil 
fuels).8 The constant pressure on investment managers to produce ad-
equate returns pushes money into schemes that many members of the 

university community would actively oppose if they knew. There is no 
such thing as the Ivory Tower�—the university is inseparable from mass 
layoffs at home and CO2 emissions around the world.

Despite this, the endowment has become a source of pride and sign 
of stability for institutions like U-M. Much like a corporate CEO an-
nouncing quarterly pro t margins, the university president now annu-
ally releases the latest endowment totals. Today�’s university president 
has turned away from education and increasingly looks like a glori-
 ed�—and well-remunerated�—fundraiser. At the same time, as the uni-
versity increasingly seeks to attract wealthy alumni and philanthropists 
it listens to and values their voices and opinions over those of cur-
rent students and workers. As a result, it not only begins to resemble 
its corporate sponsors but also feels the need to neutralize disagree-
ment and suppress dissent by those who the donations are supposed 
to bene t. The endowment makes the university less democratic 
and less accountable to its community.

The rami cations of this corporate takeover of the university are ap-
parent in the recent �“gift�” from Charles Munger, the Vice Chairman 
of the investment  rm Berkshire Hathaway. In 2013, Munger pledged 
$100 million to build a new dormitory for graduate students at U-M. But 
the building will ultimately cost $185 million, which means the univer-
sity will have to borrow, and thus pay interest using student tuition on, 
nearly half the price.9 Nevertheless Munger, as the donor, got to de-
sign the building, which will be organized into 7-person luxury suites 

U-M investment data, from Divest and Invest (divestum.org)


