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University of Virginia have all been
engaged in capital campaigns of $1
billion or more. 

The current economic downturn
and financial crisis have weighed
heavily on endowment returns,
bringing long-term growth trends to
a halt. The Dow Jones Industrial
Average peaked in October 2007 with
a market close above 14,000 points.
Thirteen months later, the Dow
Jones closed well below 8,000 points,
and it has dipped even lower this
spring. According to the 2008
endowment survey conducted by the
National Association of College and
University Business Officers, the
average return on the endowments
of the 791 responding colleges and
universities was -3.0 percent in the
year ended June 30, 2008, still
months before some of the most sig-
nificant declines in investment
returns. A preliminary follow-up sur-
vey of 435 institutions found that
endowment values dropped an aver-
age of 22.9 percent between July and
December 2008. Extrapolated to the
entire sample, this represents a dis-
appearance of $94.5 billion in col-

lege and university wealth, which at
an average spending rate of 4.5 per-
cent amounts to lost revenues of
more than $4.25 billion. 

The effects of lost endowment rev-
enues will be most concentrated at
private institutions, which typically
have the largest endowments per
full-time-equivalent (FTE) student.
Additionally, private colleges and
universities typically do not have
access to direct state funding and so
rely more heavily on their endow-
ments to finance spending. Table B
includes data on the size and contri-
bution to the operating budget of
endowments at some of the institu-
tions with the largest endowments
(measured by endowment per FTE
student). While some public univer-
sities have enormous endowments
(for example, the University of Texas
system at $16.3 billion), they also
have large student bodies. As table B
illustrates, the endowments at top
private universities are typically ten
times the size of those at the largest
public universities when measured
in the context of the number of FTE
students. 

At these wealthiest private institu-
tions, endowment income makes up
between 18 and 51 percent of the
operating budget. Even though the
majority of the institutions reporting
endowment losses since June 30
have indicated they are not plan-
ning to reduce spending rates from
their endowments, at current spend-
ing rates, each $10 million loss in
endowment income translates into
$450,000 of lost operating funds.
These are losses for which there will
be few sources of replacement. The
small consolation for institutions
that missed the opportunity to ratch-
et up their fundraising operations
between the recessions of 2001 and
2007–09 is that endowment spend-
ing made up a tiny portion of their
operating budgets, so they will not
be much affected by the market
meltdown as they move through
their budget planning processes in
the next few fiscal years.

Contingency
This annual economic report, along
with numerous other AAUP state-
ments and reports, has regularly
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TABLE B
Institutions with the Largest Endowment Value per Full-Time-Equivalent Student, as of June 30, 2008

Institutions

Average 
Endowment per 

FTE Student

Average Contribution of
Endowment and Gifts to 

Operating Budget

Public: Virginia Military Institute;* University of Virginia; University
of Michigan; University of Texas system;* University of California,
San Francisco; University of North Carolina at Chapel Hill;* College
of William and Mary; Texas A&M University;* University of Pittsburgh;
Georgia Institute of Technology*

Private: Princeton University; Yale University; Harvard University;*
Pomona College; Stanford University; Massachusetts Institute of
Technology; Swarthmore College; Rice University; Grinnell College;
Williams College

$123,921.70

$1,313,077.60

8.93%

40.52%

*Data on contribution of endowment and gifts to operating budgets are from 2007–08.  For other institutions, data are for 2008–09. 

Sources: National Association of College and University Business Officers, 2008 Endowment Study, tables 47 and 48; individual 
institutional financial statements and fact books.


