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Introduction and Governance

Harvard University is a private college located in Cambridge, Massachusetts.  It currently enrolls approximately 7 000 undergraduate and 650 graduate students.  Harvard is governed by two boards: the Corporation and the Board of Overseers.  The Corporation is formally entitled ‘the President and the Fellows of Harvard College’, and serves as the University’s executive.  The Corporation consists of seven members, including the President and the University Treasurer.  The Corporation is responsible for overseeing all of the University’s financial affairs and business dealings.  The Board of Overseers consists of 30 members, elected by alumnus.  This Board advises the Corporation and approves important decisions undertaken by the Corporation.

Endowment


At the end of the 2004 fiscal year, Harvard’s endowment had a market value of 22.6 billion dollars, up from 19.3 billion in 2003.  In fiscal 2004 the endowment’s total rate of return was 21.2%, “exceeding annual performance benchmarks by almost 5%.” During fiscal 2004, the endowment received 257.8 million dollars in donations that went towards the endowment.  Each year the University aims to disperse 4.5-5.0% of the endowment. 
  In 2004, the endowment provided 31% of Harvard’s revenue.

The endowment consists of approximately 10, 700 separate funds.  The endowment is managed by the Harvard Management Company (HMC), which was founded in 1974.  A Board of Directors, appointed by the Corporation, runs the HMC.

Shareholder Responsibility at Harvard


Issues of socially responsible investment at Harvard are dealt with through two committees: the Advisory Committee on Shareholder Responsibility (ACSR), and the Corporation Committee on Shareholder Responsibility (CCSR).

The Advisory Committee on Shareholder Responsibility (ACSR)

The ACSR’s role is to advise the CCSR; the ACSR can make no binding decisions on its own.  Founded in 1972, the ACSR is made up of 12 members.  There are four elected student members, three of whom are graduate students and one of whom is an undergraduate.  The graduate students are elected by the Graduate Student Council, which consists of representatives from graduate departments and programs.  The ACSR also has four faculty members, nominated by the deans, as well as four alumni who are nominated by the President of the Harvard Alumni Association.

Members on the ACSR serve two year terms, meeting frequently during the March to June proxy season.  The ACSR examines shareholder proposals and makes recommendations on how to use Harvard’s proxies.  Proposals are examined and researched by ACSR members on a case-by-case basis.  In a 2003 interview, Professor Joseph Bower, Chair of the ACSR states that “…the group makes little effort to reach consensus.  ‘We want as clear a set of arguments as possible,’ he explains.  Previous committee precedent, he says, weighs heavily on the minds of committee members.”  In 2002, the ACSR reviewed 108 shareholder proposals, examining issues related to corporate social responsibility as well as corporate governance.


Strict attention is paid to the wording and feasibility of shareholder proposals.  Bower notes “We can be very sympathetic to the issue and regard the proposal as preposterous.” 
  Total divestment from an industry or sector is also avoided.  Harvard has only pursued total divestment once, when it divested from the tobacco industry.

Former Harvard President Derek Bok, who presided over the establishment of the ACSR, has reflected on the relative merits of shareholder proposals and divestment.  He points out “The use of shareholder resolutions has several advantages over selling stock.  Divestment does not require the management to defend its position in a public forum.  In addition, once the stock is sold, the shareholder loses all influence with the company.”
 Bok concludes that actions like divestment is taken by universities “…not to force a company or a government to change its ways but to avoid compromising their own integrity by profiting from the immoral practices of others or helping them to achieve unworthy ends.”

The ACSR is aided by the Investor Responsibility Research Center (IRRC), a think tank whose mandate is to provide ‘high quality, impartial information on corporate governance and social responsibility issues…’
  The IRRC was founded under Harvard’s leadership in 1972, and its first director was Stephen Farber, President Bok’s assistant on SRI issues.

The Corporation Committee on Shareholder Responsibility (CCSR)


The recommendations and conclusions of the ACSR are passed on to a subcommittee of the Harvard Corporation called the Corporation Committee on Shareholder Responsibility (CCSR).  It is the CCSR who will make any final decisions related to shareholder responsibility issues.  The CCSR is made up of two Corporation members: the Senior Fellow and the University Treasurer.  The CCSR usually follows the recommendations of the ACSR.  In 2002, the ACSR and CCSR “agreed fully 77 percent of the time.”


Issues Dealt With at Harvard

The issue of socially responsible investment at Harvard dates back to early 1970s, at roughly the same time the issue emerged at the University of Toronto.  At Harvard, the initial impetus behind SRI was provided by Harvard alumnus Ralph Nader and a group called the Project for Corporate Responsibility.  The Project used 12 shares in General Motors to force GM management into a discussion on issues of corporate governance and responsibility.  In a controversial decision, Harvard’s Corporation decided to vote against the Project’s proposal.

The issue reemerged in 1972 when the Harvard Corporation abstained from voting on a shareholder proposal requesting that Gulf Oil reveal its connections to the repressive Portugese regime governing Angola.  At the time, Harvard was the largest university investor in Gulf Oil, owning 671,187 shares worth $15,437,301.
  In response to the Corporation’s decision, students from the Harvard-Radcliffe Afro and the Pan-African Liberation Committee staged a sit-in at the administration headquarters.

1972 also saw the creation of ACSR, the CCSR, and the Investor Responsibility Research Center.  In the late 70s, the issue of divestment from South Africa gained increasing prominence amongst campus activists.  In 1978, the Corporation voted against divesting from South African stocks.  The Corporation stated “We oppose divestment under normal circumstances nor merely-or even primarily-because it costs the University money, but because it is an ineffective means of pursuing ethical ends.” Campus activists responded by blocking President Bok from his office.

Throughout the 1980s, the University began to use its proxy votes to direct companies in South Africa to actively oppose apartheid.  By the end of the decade, Harvard had almost completely divested from companies operating in South Africa.  On the recommendation of the ACSR, screens on South African stocks were lifted after the fall of apartheid.

In the early 1990s, Harvard divested completely from the tobacco industry.
  As noted earlier, this is the only comprehensive industry-wide divestment that the University has pursued.  The ACSR and CCSR continue to be exceptionally active.  In April 2005, the ACSR recommended that the Harvard divest its stocks in PetroChina, a close partner of the Sudanese government.  The ACSR reported that oil revenue was being used by the Sudanese government to arm militia groups engaging in crimes against humanity in the Darfur region.  The CCSR followed the ACSR’s advice, and directed the Harvard Management Company to pull the University’s money out of PetroChina.

A Note on Sources


Particularly useful to this report was Garret Graff’s article “Social Investing”, from Harvard Magazine (http://www.harvardmagazine.com/on-line/070307.html).  Considerably more detail on most of the SRI issues Harvard has dealt with is available through the online archives of the Harvard Crimson, the University’s student newspaper (http://www.thecrimson.com/index.aspx).  Derek Bok’s reflections on ethical investing in Beyond the Ivory Tower: Social Responsibilities of the Modern University are also worth reading.

Questions Remaining


Do the ACSR and CCSR create any shareholder proposals themselves?  Or do they merely respond to the proposals of fellow shareholders?  Does the University disclose its investment list?
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