NACUBO Endowment Study and SRI
In 2000, the first year the NACUBO Endowment Study
(NES) began asking about socially responsible investment
(SRI) practices, 17.8 percent of institutions responded
that they consider SRI criteria in their investment decision
making, including 10.4 percent of public institutions and
21.7 percent of independents. That discrepancy between
public and independent institutions has continued as a
general pattern. In 2007, 16.9 percent of public institutions
reported considering SRI criteria in their investment management decisions versus 27.7 percent of independents.

Something that does not appear to correlate is investment pool size. Larger endowments are as likely to consider SRI criteria as are the smallest. For 2007, 28.2 percent
of the largest endowments considered SRI in their investing compared with 31.8 percent of the smallest investment
pools. This also held true in 2000, where 19.4 percent of
institutions with portfolios greater than $1 billion considered SRI criteria compared to 20.4 percent of those with
endowment pools of less than $100 million.

FIGURE 1 Whether Institutions Considered Social Responsibility Criteria

in Investment Management Policies, FY07
Considered social
responsibility criteria

Did not consider
social responsibility
criteria

Did not consider
except when required
by donors

%

%

%

Greater than $1 billion

28.2

62.0

9.9*

> $500 million to ≤ $1 billion

22.4

65.5

12.1*

> $100 million to ≤ $500 million

22.0

65.7

12.2

> $50 million to ≤ $100 million

17.2

63.1

19.7

> $25 million to ≤ $50 million

26.6

60.2

13.3

Less than or equal to $25 million

31.8

42.6

25.6

Public

16.9

66.2

16.9

Independent

27.7

57.0

15.3

Full sample

24.0

60.2

15.9

Endowment assets

788 institutions provided data on their investment policy features
*Fewer than 10 institutions responding
Source: 2007 NACUBO Endowment Study

an issue in front of the board of regents,
and help identify a plan of action for moving forward,” explains Warren.
Emphasis is placed on broad support.
“The very first question we ask is whether
the issue has demonstrated support across
the entire UW community,” says Warren.
“Some issues may evoke passion from a
particular segment, yet have no consensus
from within the campus community about
the right course of action.” In the case of
Sudan, UW’s board of regents agreed to
hire a student for an hourly research posi-

www.nacubo.org

tion to staff a letter-writing campaign to
companies doing business in Sudan to
learn more about their specific activities in
this region. This student provided a brief
monthly update for senior administration
and the chair of the finance committee,
explains Warren. Both the recommendation to initiate the letter-writing campaign
and the recommendation one year later
to divest from companies supporting the
Sudanese government were jointly written
and presented by the student group and
the administration.

“In this example, the process proved
successful not only for strengthening the
decision-making function surrounding
UW investments,” says Warren. “It also provided an educational opportunity for students by helping them understand how to
operate within an environment where you
need to engage in research and develop
coalitions to achieve a common goal.”
In addition to its current screen on
Sudan, UW does not invest in companies
involved in the manufacture and marketing of tobacco. “This exclusion is in place
SEPTEMBER 2008 business officer
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to address what university leadership
believes would be contrary to the mission of the institution as a major regional
hospital and medical research center,”
explains Warren.
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Mission and mutuality drive the investment decision making at Goshen College,
Goshen, Indiana. Goshen is a Christian
liberal arts and sciences institution within
the Mennonite Church USA, a denomination whose core values include strong
commitments to peace and social justice.
The college pools its endowment funds
with approximately 30 other Mennonite
higher education and secondary education institutions, individual Mennonite
churches, and church agencies. All funds
are jointly managed by an investment
committee appointed by the Mennonite Education Agency (MEA), which
oversees the educational institutions of
the denomination. Currently, Goshen’s
endowment funds comprise approximately 60 percent of the MEA invest
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ment committee’s total pool, in large part
because Goshen began accumulating
endowment funds well ahead of the five
other participating higher education
institutions, says Jim Histand, Goshen’s
vice president for finance.
For the past 10 years Histand has
served as an appointed member of the
MEA investment committee. In addition
to managing the combined pool of funds,
the committee engages Mennonite Mutual
Aid (MMA) to screen investments, participate in shareholder advocacy, and manage proxy voting. MMA, an early leading
voice in the SRI world and an agency of the
denomination responsible for stewardship
education, offers investment, insurance,
and retirement savings products to organizations and individuals.
While MMA’s specific SRI focus has
evolved over time, core to its investment
practices has been to avoid investment in
companies involved in weapons production and military contracting or the production or marketing of alcohol, tobacco,
or gambling establishments. Commit-

ments to human rights and environmental
justice likewise guide decisions to exclude
support of companies that gain profits
from unfair labor practices or excessive
waste of natural resources.
For some institutions like Brown
University, Providence, Rhode Island,
SRI-related efforts may not be religiously
motivated, but they do take place within
the context of the institution’s mission,
notes Elizabeth Huidekoper, executive
vice president for finance and administration. “A significant part of Brown’s mission
is to exercise a positive influence on the
larger society through our education and
research activities,” says Huidekoper. “We
are very aggressive with socially relevant
issues on all fronts, whether through initiatives to reduce our campus carbon footprint or ensuring that our investments are
in line with our moral and ethical values
related to everything from animal rights
to equal employment opportunities and
executive pay.”
Brown has had a formal group in place
to address social concerns related to
eee\OQcP]]`U

university investments since 1978, when
it established its Advisory Committee
on Corporate Responsibility in Investing (ACCRI). The group of nine voting
members (three faculty, three students,
and three alumni) was originally set in
motion to study issues of investment in
companies doing business in South Africa
while the apartheid system was still in
force, explains Huidekoper. Today ACCRI
considers issues of moral responsibility
in the university’s investment policies,
examines and votes on proxy resolutions,
and monitors issues of investor responsibility, largely focused on the environment
and human rights. In her role, Huidekoper
attends Brown’s investment committee meetings and works with ACCRI, the
Brown community, and Brown’s president
to develop and present specific recommendations to the board about the institution’s SRI activities.
According to Huidekoper, while
the specific issues change, a healthy
and ongoing interest by students has
remained to give voice to social concerns.

eee\OQcP]]`U

Most recently, students led the charge
through ACCRI to encourage the institution to develop Brown’s Social Choice
Fund, an option made available in 2007
to donors contributing $25,000 or more.
Unlike some SRI initiatives that apply
screens to rule out investments, this
fund is composed of companies actively
working toward sustainability by various
means, including more efficient use of
natural resources or a strong focus on
alternative energy.

understanding that few companies may
adhere to an ideal standard, says Histand.
More recently, MMA is focusing attention
in the area of community development
investing. Through a fund that channels
investment dollars to underserved communities across the country and around
the world, investors support projects
that contribute to building healthy and
sustainable economic opportunities for
others in need.
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Make no mistake, Neumann College
does want to maximize the return on its
endowment investments, says O’Beirne.
“We just want to do so in a manner that
is always respectful of the dignity of
people.” At a minimum, that means no
investment in companies involved in
anything that supports human trafficking or sweatshops. Yet, the screens that
Neumann applies focus as much on what
companies are doing right. “We use five
criteria as the guide for our portfolio,”
says O’Beirne, who votes all proxies on
behalf of the college. They include how
well companies promote health and
human dignity, protect human rights and
political freedom, empower employees,
protect the environment, and address the
culture of violence in society.
To determine positive ratings,
O’Beirne assesses companies based on
a range of indicators that include charitable giving; support for education and
volunteer programs; diversity within
their boards of directors; employment of
women, minorities, and persons with disabilities; work-life benefits; and employee
compensation and health care packages.
“In the same way that we don’t want to
make money by supporting the production
of weapons or adult entertainment, neither do we want to profit from companies
where top executives are allowed to walk
off with millions at the expense of employees,” says O’Beirne.
Similarly, when determining which
companies are most appropriate to invest
in, MMA applies a set of six positive core
values to evaluate corporate behavior,

One question that often surfaces in connection with SRI is that of performance.
The fact that college and university
boards have a fiduciary role to earn the
best returns on donor contributions
and to ensure the ongoing institutional
financial strength of programming and
operations may be enough for some to
remain skeptical about the viability of
this investment arena.
Some have responded by putting safeguards in place to preserve portfolio value.
Since Brown’s Social Choice Fund is an
equity fund focused on long-term capital
growth, it will understandably be more
volatile than the university’s overall pool,
says Huidekoper. That’s a primary reason
Brown decided to establish the fund as a
quasi-endowment so that its performance
won’t adversely affect the payout of the
overall endowment in the event that the
fund does not provide strong returns.
For Goshen, volatility is an acceptable
business reality. During Histand’s tenure
on the MEA investment committee, much
conversation has centered on how to better understand the impact of SRI criteria
on performance. “We’ve tried to determine
appropriate benchmarks for our portfolio,
but this is a real challenge since many
commonly accepted benchmarks are not
socially screened,” says Histand. To date,
the investment committee has had limited
success in getting help from managers to
develop a socially screened index for comparison. For now, Goshen is able to compare its own overall performance to that
of peer higher education institutions. “We
haven’t led the pack, but we haven’t trailed
either,” Histand says.
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Figure 3 Profile of Article Participants

FTE
students

FY07 year-end
endowment market
value ($000)

Institution

City

State

Control

Brown University

Providence

RI

Independent

7,940

2,780,798

California State University, Dominguez Hills

Carson

CA

Public

9,308

6,730

Goshen College

Goshen

IN

Independent

860

121,076

Haverford College

Haverford

PA

Independent

1,138

539,589

Neumann College

Aston

PA

Independent

2,533

14,935
2,184,374

University of Washington

Seattle

WA

Public

44,221

University of Wisconsin System

Madison

WI

Public

147,900*

351,914

*This number was reported for purposes of this article and differs from that reported in the 2007 NES.
Source: 2007 NACUBO Endowment Study (NES)

Even looking to peer institutions is a
bit of an apples-to-oranges comparison,
he admits. Especially during the past
decade as more institutions have moved
significant allocations into alternative asset
classes, Goshen’s portfolio has remained
heavily tilted toward equities, since ownership in individual companies offers the
most straightforward approach for applying SRI criteria.
“Because of our commitment, we don’t
shy away from volatility,” says Histand.
“We are aware of the potential risks, and
we accept those risks, but we also believe
there is as much evidence of some actual
gains in performance if you narrow your
selection to companies that work in a
positive manner.” That said, one measure
the college takes to mitigate the impact
of any short-term volatility is to base its
annual 5-percent spend rate on a 10-year
rolling average.

Part of the System
For Mary Ann Rodriguez, vice president of
administration and finance at California
State University, Dominguez Hills, the
choice between performance and a commitment to SRI may not be an either-or
decision. When the CSUDH endowment
became actively managed in 1999, the
university’s foundation developed formal
SRI criteria to ensure that its management
company was clear from the start about
the institution’s objectives. Screens for
tobacco, alcohol, and firearms are cur22
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rently applied to all investments, which
include a mix of equities and bonds.
One decision presently before the university is whether to leverage the foundation’s investments in conjunction with a
new opportunity negotiated by the California State University System. Historically,
each CSU campus has managed its own
endowment and set its own investment
criteria, explains Rodriguez. The system
recently hired a firm to provide investment
management consulting services to all
CSU campuses and their auxiliaries on a
voluntary basis as a way to improve returns
on endowment funds. According to Colleen
Nickles, assistant vice chancellor of financial services for the CSU chancellor’s office,
these contracted services allow for greater
asset diversification, access to best-in-class
investment managers, and reduced fees
and expenses compared to what may be
available to individual CSU campuses and
their foundations.
While the opportunity offers definite
benefits, CSUDH’s finance and investment
committees must determine whether the
pros outweigh the cons, says Rodriguez.
“On one hand, we understand the critical
fiduciary purpose of our endowment to
raise scholarship dollars for students. The
better our returns, the more aid and services we can provide,” she acknowledges.
“On the other hand, this raises questions
about whether we could continue applying the social screens that we believe are
important to the mission of our university.”

According to Nickles, the potential
exists within the contract for investment
in socially responsible funds. Currently, no
participating CSU campus or auxiliary has
specifically indicated a desire to include
these kinds of investments in its portfolio,
says Nickles. “For any that express an interest, CSU would ask the firm to add managers and funds to its platform. The only issue
would be if there is a minimum required by
the manager to invest.” In that case, CSU
would first need to generate additional
interest from other campuses, notes Nickles.

Drumming Up Support
A lack of strong enthusiasm may be
another reason that more investors have
not moved as quickly or comprehensively
into this arena. Institutions within the
University of Wisconsin System have their
own separate fundraising arms, so the
system’s endowment funds are largely the
result of unsolicited gifts and bequests,
explains Deborah Durcan, the system’s
vice president for finance. While the business, finance, and audit committee of
the system’s board of regents is prepared
to explore options for contributors who
want their donations invested in socially
screened funds, to date no donors have
made such a request, says Durcan.
Something the system’s board of
regents put in place in the late 1990s to
give voice to SRI concerns is its annual
investment forum. The widely publicized
event is held each November in the mid-
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