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We marked a number of exciting moments

at Harvard Business School during 2013–

2014—moments that reflected the culmi-

nation of years of effort and planning, and

moments that signaled new and important

beginnings.

Executive Education, an area at the School

that has grown in its significance within

our portfolio of educational programs, saw

the opening of a wonderful residential 

and classroom building as we dedicated

Tata Hall in early winter. Just a few months

later, we broke ground on the Ruth Mulan

Chu Chao Center at the site where Kresge

Hall formerly stood; we also began renova-

tions on Baker Hall, a residence building

that will be renamed Esteves Hall when it

reopens. These facilities are the physical

representation of a plan for growth in Ex-

ecutive Education that we laid out a num-

ber of years ago—one that continues to

view these programs as a way for our fac-

ulty to connect to and influence practice,

and as an important cornerstone of our

economic model at the School.

In HBX, our online learning platform, we

welcomed the first cohort of participants 

in CORe and brought Clay Christensen’s

course on disruptive strategy to teams in

selected organizations. Additionally, HBX

Live, our virtual classroom, began beta

tests with larger and larger groups of learn-

ers, providing useful opportunities to de-

termine how well the platform scaled and

acclimate faculty to teaching in this new

space. This has been a remarkable journey:

in less than two years, we assembled a

team, developed the technology, and had

faculty members working to create an on-

line experience as intense, engaging, and

interactive as the one in the on-campus

classroom. We look forward to deepening

and extending our work on both the plat-

form and the classroom in the year ahead.

Finally, in April and as part of a broader

University-wide effort, we launched The

Harvard Business School Campaign. Our

goals for fundraising and, equally impor-

tant, for alumni engagement are ambi-

tious, as we view our aspiration as no less

than shaping the School’s legacy for the

21st century. The Campaign seeks to bol-

ster giving of all kinds and at every level—

whether current use funds to enable inno-

vation, or endowment funds to support 

established commitments.

I invite you to read further in this report 

to learn more about the initiatives and

achievements of the past year. All of us 

at HBS deeply appreciate the generosity 

of our 80,000 alumni and other friends

around the world in making these accom-

plishments possible. You are the leaders

who make change happen in established

companies, new ventures, social enter-

prises, and here at the School. Thank you

for your support.

FROM THE DEAN

NITIN NOHRIA
DEAN OF THE FACULTY

Dear Friends,



HBX
LAUNCHED

“Over the last few years, the landscape for online education has changed dramati-
cally. New and more powerful technologies are creating opportunities not only to
reach wider audiences, but also to offer engaging, impactful learning experiences.  

HBX is a new digital learning initiative that complements and furthers the School’s
mission. It is an innovative endeavor—employing creative pedagogies, offering 
distinctive courses, and using new platforms. It is a place where we can use technol-
ogy to bring students and alumni from around the world together with faculty. 
And like our HBS programs, HBX is modeled on our core principle of participant-
centered learning that is highly engaging and interactive.”

BHARAT N. ANAND
HENRY R. BYERS PROFESSOR OF BUSINESS ADMINISTRATION
HBX FACULTY CHAIR
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In June 2014, HBS enrolled its first cohort of more than 600 stu-

dents in CORe (or Credential of Readiness), the inaugural offering

from HBX. This group represented a new audience of individuals

eager to learn the fundamentals of management, including under-

graduate and nonbusiness graduate students, and recent gradu-

ates beginning jobs where fluency in the language of business is

crucial.

CORe is a trio of rigorous online courses—Economics for Man-

agers, taught by Professor Bharat Anand; Business Analytics,

taught by Professor Janice Hammond; and Financial Accounting,

taught by Professor V.G. Narayanan. As in a physical HBS class-

room, the teaching is case-based and participant-centered, 

enabled by a technology interface that promotes discussion, ques-

tioning, interactive exercises, and even cold calling. Students form

a community, much as a section in the MBA Program does, and

they work hard, putting in 12 to 15 hours a week over the 10-week

duration of CORe.

HBX CORe
Students are tested and graded, and those who complete the 

program successfully receive an official CORe credential and

transcript, which is held by the HBX registrar and made available

to employers or schools at a participant’s request. Tuition for the

initial cohort was $1,500 for the program; HBS awarded need-

based financial aid to one-quarter of the students. Nearly 500 in-

dividuals—85 percent of those enrolled—completed the program.

Looking ahead, as the platform is further developed and refined,

the School will offer CORe throughout the year to larger cohorts,

including both individual learners and company teams. CORe also

will be a requirement for incoming HBS MBA students beginning

in summer 2015.
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As its name promises, HBX Live goes beyond the 
typical realm of online courses, employing technology to 

replicate the experience of the HBS classroom. The HBX Live
classroom is actually a studio, built in partnership with public
television station WGBH in its headquarters near campus. 

In the HBX Live classroom, 60 students—projected via life-size
screens—interact with an HBS faculty member just as they
would in person, but using a custom computer interface and 

sophisticated videoconferencing technology.

This initiative creates new opportunities for alumni interactions
and also for enhancing the learning experience across the 
educational programs at the School—by enabling Executive 
Education participants in modular programs, for example, to

continue the learning experience even when they are away from
campus. Live testing began in March 2014, and the first

alumni offerings are anticipated in 2015.

HBX Live
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HBX Courses are specialized online offer-

ings. The first, launched in June, was 

Disruptive Strategy with Professor Clayton

Christensen; derived from his popular MBA

course, it was developed to enable organ-

izations to bring leading-edge ideas to their

executives. The HBX platform enables a

cohort of executives within a company to

engage in immersive and interactive case-

based learning. In each of the weeklong

modules of Disruptive Strategy, participants

devote about three hours of individual time

and an hour of cohort time, allowing them

to apply their learning to major challenges

and opportunities their organization faces.

HBX Courses

POWERING THE HBX LIVE 
CLASSROOM

70 cameras
6 million LED pixels on video wall
10 software platforms
10 virtual networks
7 servers
20 miles of cable
8 AV room racks



“HBS faculty members pursue ambitious intellectual agendas, producing research
that has a major impact: on business education, on management practice, and 
on society at large. As scholars, they focus on critical questions and solutions to
real-world problems. As teachers, they introduce HBS students to the concepts, skills,
and tools they will need to become effective leaders in demanding contexts.

With more than 200 faculty members conducting research around the globe, we 
are embracing the exciting challenges our times present. Both the pace and the
scope of innovation have quickened. Society is asking business to do more, and
to tackle problems that often require cross-disciplinary solutions. Our repertoire 
of research methodologies has expanded to include, for example, laboratory 
experiments and the analysis of big data. 

Our faculty make the most of the freedom that the School’s internal funding of
research provides. Individual scholarship has yielded groundbreaking concepts 
such as competitive strategy and the balanced scorecard. Faculty members also
work collaboratively to address timely issues, bringing together insights from 
fields like marketing and economics in novel ways. HBS also sponsors School-wide
initiatives. The output of these different streams of work includes publications, 
programs, courses, and conferences that broaden the School’s impact and reach.”

POWERFUL
IDEAS
FOR WORLDWIDE
IMPACT

PAUL M. HEALY
JAMES R. WILLISTON PROFESSOR OF BUSINESS ADMINISTRATION
FORMER SENIOR ASSOCIATE DEAN FOR RESEARCH
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GLOBAL RESEARCH FELLOWS

HBS Global Research Fellowships support
faculty members in research outside the
United States over a semester or a year. 
Fellows during fiscal year 2014 were:

Professors Joshua Coval & Leslie Perlow
Locations: London, Shanghai, Sydney

Associate Professor Aldo Musacchio
Location: Bogotá

Associate Professor Mikolaj Piskorski
Location: China

The research path traveled by Srikant Datar, the Arthur Lowes Dick-

inson Professor of Business Administration, illustrates the intellec-

tual rewards that result from the freedom that HBS faculty enjoy 

to pursue evolving research interests. Datar’s work has influenced

generations of HBS students and the practice of business.

Trained in mathematical economics and accounting, Datar began

his career as a theoretician. After he joined HBS in 1996, his focus

expanded to managerial accounting, with its emphasis on the is-

sues managers face on the ground. His work in this field has con-

tinued unabated: Datar is coauthor of the leading cost accounting

textbook, Cost Accounting: A Managerial Emphasis, now in its 

15th edition, and of Managerial Accounting: Making Decisions and 

Motivating Performance.

It was during his fieldwork in managerial accounting that Datar

first became intrigued by design and innovation as he explored

cost-effectiveness in design for manufacturing. This interest inten-

sified as he researched Rethinking the MBA: Business Education

at a Crossroads with HBS Professor David Garvin and research as-

sociate Patrick Cullen. Published in 2010 in the wake of the finan-

cial crisis, this acclaimed book was the first comprehensive study

of the MBA in 50 years.

Among the concerns Datar uncovered was an unmet need for in-

novative thinking and problem solving among managers. In re-

sponse, he began to ponder his next research question: Can the

skills that spur innovative thinking be taught and learned—and

what does that process look like? Supported by an HBS Global Re-

search Fellowship, Datar traveled the world sharing the findings

from Rethinking the MBA and seeking out innovation-focused

companies and thinkers. He distilled his findings to create Design

Thinking and Innovation, a first-of-its-kind course now in its third

iteration. Offered at the Harvard i-lab, the course is enriched by a

mix of students drawn from across Harvard as well as from HBS.

Datar is continuing this line of research on several fronts. With

HBS Professor James Sebenius, he is exploring the implications

of design thinking for negotiations. He also has begun a long-term

project on medical innovations that has already yielded new course

materials. And he is seeking ways to apply design thinking to lead-

ership development and the formulation of creative teams.

A Research Odyssey

A CENTURY OF BUSINESS RESEARCH

The Bureau of Business Research was
founded in 1911 with the aim of deriving
concrete, usable information within well-
defined areas of inquiry—information that
would be of immediate use in the curricu-
lum, and that would demonstrate to compa-
nies the merits of cooperating with the
fledgling school. The first bulletin, on shoe
retailing, was published in 1913; unique for
its time, it represented a “scientific” ap-
proach to the study of business, using a stan-
dard classification of accounts for retailers
that HBS faculty had spearheaded. Within
four months, there were more than 15,000
orders for the findings. A follow-up study in
1914 engaged more than 14,000 grocers,
and reports in the ensuing years added
wholesale shoe firms and grocers, retail
general stores, hardware dealers and jew-
elers, and department and specialty stores.

Through these efforts, the School pioneered
the idea of field research and laid the
groundwork for an equally ambitious new
undertaking: case collection.



“Fellowships are connected in a deep way to the mission of the School. We look 
for potential leaders—those who possess a spark, an ambition to be among the 
very best. And because diversity is what informs the conversation in our class-
rooms, we seek students from varied backgrounds who can contribute different 
perspectives. Fellowships are the means by which we bring the right mix of people
together to learn with and from one another. They enable us to put an MBA 
class together in a way that we could not otherwise do.

In my view, fellowships also embody the strength of community at HBS. Students
share with their peers while they are here, and later they give back in a kind of 
social contract between generations. So often, when our alumni reflect on their 
careers, they see just two or three major inflection points, and one of these is 
invariably their HBS experience. That’s why they are so generous in supporting 
future generations of diverse leaders. As a faculty member, I’ve always valued how
my students generate new ideas and insights. Now, as MBA Program chair, 
I see how much effort goes into recruiting them, and how essential fellowships 
are in this process.”

RECRUITING
STUDENTS
WHO FURTHER THE
MISSION

FELIX OBERHOLZER-GEE
ANDREAS ANDRESEN PROFESSOR OF BUSINESS ADMINISTRATION
SENIOR ASSOCIATE DEAN FOR THE MBA PROGRAM

3541

% Women          % International
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Whether in a classroom, during a FIELD team exercise, or across

a Spangler dining table, learning is enriched by the exceptionally

broad range of backgrounds and experiences of the students who

come to campus each year. HBS is able to enroll a diverse group

of high-potential future leaders because of fellowships. Funded by

generous alumni and friends, fellowships allow the School to make

admissions decisions based on applicants’ talents and aspira-

tions—without regard to their financial circumstances.

In 2013–2014, approximately two-thirds of MBA students received

some form of financial assistance, and 47 percent benefited from

need-based fellowships totaling $28 million. The average fellow-

ship award was nearly $32,000, about half the cost of tuition and

fees for the year.

During the fiscal year, donors established 28 new fellowships and

added to many existing fellowship funds. Many of the donors of

new fellowships gave the funds to encourage students of varied

Fellowships Make the HBS MBA Accessible
backgrounds to pursue an MBA at HBS: women, Mexican Amer-

icans, military veterans, Europeans, and those from nontradi-

tional or underrepresented groups. Other donors hoped that their

fellowships would attract applicants with specific interests, rang-

ing from medicine and life sciences to social enterprise and 

education. Still others gave with the goal that their funds would

make the HBS experience available to the broadest possible range

of students.

Average MBA Fellowship

$32,000

PATRICK BROOKS
MBA 2014

LINDA LEUNG
MBA 2014

NEIL WUSU
MBA 2015

“Supporting a fellowship is 
an unbelievable act of kindness.

It’s a reminder of how 
incredibly generous people are,
which fills you with a sense 
of wanting to pay it forward.”

Education 
U.S. Naval Academy, 
BS in mathematics; 

University of Cambridge, 
MPhil in international relations

Work experience 
U.S. Navy

Today
Director, Corporate Development,

Valero Energy Corporation

“My background is in physics 
and economics, but I’ve 

developed a passion for consumer
technology and online innovation.

Whenever you take out 
the financial constraints, you 
let people explore a lot more of
what’s interesting to them.”

Education
University of California, Berkeley,
BS in physics and economics

Work experience 
CBS Interactive; 
Keystone Strategy

Today
Product Manager, LinkedIn

“It’s amazing to be able to 
come to the number one business
school in the world while not 

taking on a crippling financial bur-
den. My fellowship gives me the
freedom to choose a future career
knowing that my debt is only 

half of what it could have been.”

Education
Cornell University, 
BS in marketing

Work experience 
The Nielsen Company



“The original planners of the HBS campus had the luxury of a blank slate—an 
isolated patch of marsh—and they chose to create an environment that fostered
learning and community. Over the nearly 90 intervening years, the School’s leaders
have enhanced the campus in ways that meet its unfolding pedagogical, space,
and strategic needs. Our current master plan expresses the same vision, and its
greatest strength is its connection to the core mission of the School.

While the principles are consistent, much has changed. Today’s pedagogy calls for
flexible learning spaces, like our hive classrooms that support field method courses
and team-based exercises. In any given week, HBS has about 5,000 people mak-
ing daily use of the campus and our 35 buildings. Most of all, we are no longer 
isolated—we are at the center of Harvard’s recently approved 10-year development
plan and surrounded by a vibrant Allston community. A foundation of this plan 
is a porous environment, blending Harvard and the neighborhood and fostering in-
novation through the proximity of different academic disciplines.

All of this development on and around our campus raises challenging questions:
What should our role in Allston be? What should we preserve about our campus,
and what should we change?”

GROWING
TOGETHER
IN ALLSTON

ANGELA Q. CRISPI, MBA 1990
EXECUTIVE DEAN FOR ADMINISTRATION

10
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The expansion of Harvard University in Allston will bring new ac-

ademic facilities and amenities into the School’s neighborhood,

creating opportunities for collaboration and innovation. 

Meanwhile, campus planning for HBS includes a vision for growth

over the next 5 to 20 years, with two proposed new buildings for

faculty and administrative offices, the addition of green space

and a formal Western Avenue entrance, and below-grade parking

that will open up building sites along Western Avenue.

New Neighbors
BARRY’S CORNER RESIDENTIAL & RETAIL COMMONS
Intersection of North Harvard Street and Western Avenue
325 housing units, 45,000 square feet of retail space, 
underground parking
Estimated Completion (Phase 1): 2015

HARVARD UNIVERSITY SCIENCE & ENTERPRISE DISTRICT
South side of Western Avenue
Laboratory and teaching space for the School of Engineering 
and Applied Sciences and flexible laboratory space for cross-
faculty collaboration
Estimated Completion: 2018–2020

HOTEL & CONFERENCE CENTER
South side of Western Avenue
Estimated Completion: 2020–2024
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Executive Education, in the northeast corner of the campus, was

a hub of construction activity during the 2014 fiscal year. In Jan-

uary, the School celebrated the opening of Tata Hall, a 150,000-

square-foot building that comprises residential space, two

classrooms, and common areas and living groups for participants.

It is named in honor of Ratan N. Tata, AMP 71 (1975), who, through

generous gifts from the Sir Dorabji Tata Trust and the Tata Edu-

cation and Development Trust, philanthropic entities of India’s

Tata Group, donated $50 million for its construction. With its

arced shape and two glass-walled floors offering transparency to

and from the Charles River, Tata Hall embodies the centrality of

residential life to the learning experience at HBS.

In April, HBS broke ground on the Ruth Mulan Chu Chao Center.

Scheduled for completion in 2016, the building will be a welcom-

ing gateway to Executive Education for participants, containing

meeting rooms, classrooms, offices, and dining facilities, as well

as a bridge to activities and students elsewhere on campus. Lo-

cated on the site formerly occupied by Kresge Hall, the 90,000-

square-foot Chao Center has been made possible by a $40 million

gift from a Dr. James Si-Cheng Chao and Family Foundation.

Named for the late Mrs. Chao, it is the first building on the HBS

campus to honor a woman, as well as a person of Chinese descent.

In addition to new construction, HBS is renovating Baker Hall, a

residence for Executive Education participants. The structure will

reopen in 2015 as Esteves Hall in recognition of a significant 

donation from André Esteves. A member of the School’s Latin

America Advisory Board, Esteves is cofounder and CEO of Brazil-

based BTG Pactual, the largest investment bank in Latin America.

Executive Education Expands
and Revitalizes

HBS is renowned for its convening power—a power the School will

be able to leverage more effectively than ever in a new facility to be

named Klarman Hall, made possible by a generous gift from Seth

and Beth Klarman. Seth Klarman, MBA 1982, is president and CEO

of The Baupost Group, a Boston-based investment management

firm, and Beth Klarman is president of the Klarman Family Foun-

dation. Both are members of the HBS Board of Dean’s Advisors.

Expected to open in 2018 adjacent to Spangler Center, Klarman

Hall will combine the elements of a large-scale conference center,

a performance space, and an intimate community forum to facil-

itate conversation and connections at the hundreds of varied

events that the School hosts each year. It is being designed for

flexibility and to accommodate future technological innovations.

Convening Center on the 
Horizon
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THE MBA PROGRAM continues to attract high-quality applicants from around the world, even
as the number and type of management programs proliferate. Yield reflects the percentage of 
admitted students who ultimately choose to attend HBS; 89 percent is unparalleled not just among
top business schools, but also among colleges and universities generally.

DOCTORAL PROGRAMS graduates go on to fill faculty positions at leading global universities
and business schools—including HBS. In the last five years alone, approximately 80 doctoral 
students have accepted positions in academia, extending the reach and influence of the School.

THE EXECUTIVE EDUCATION PORTFOLIO includes programs ranging from a few days to multiple weeks, covering topics from strategy to governance
to nonprofit management. The participants in these programs return to their organizations—in every sector and in every region of the globe—with
new leadership skills and fresh ideas, connecting the School and its faculty to practice at a deep level.

FACULTY produce a wide array of teaching materials, including field cases, industry notes, field
method team exercises, and simulations. Most measures of research impact, including citations
and other rankings, place HBS faculty members at the very top of their fields.

HARVARD BUSINESS PUBLISHING is the leading supplier of cases to business schools and 
educational programs—about 4,000 such institutions worldwide. In this way, HBS faculty have
helped shape the curricula of management education for generations of faculty and students.

14 H A R V A R D  B U S I N E S S  S C H O O L



Financial Data (in millions)                                                                  2014                   2013                   2012                   2011                   2010

Revenues                                                                 $ 633                 $ 587                 $ 546                 $ 509                 $ 467

Expenses                                                                   597                    542                    504                    456                    415

Cash from Operations                                                    36                      45                      42                      53                      52

Capital Investments                                                        98                      78                      51                      34                      14

Building Debt Outstanding                                              85                      91                      99                    103                    112

Unrestricted Reserves                                                    99                      83                    119                      79                      99

Endowment                                                              3,224                 2,880                 2,665                 2,779                 2,311

Total Assets                                                           $ 4,409              $ 3,831              $ 3,490              $ 3,528              $ 3,087

MBA Program                                                             

Applications                                                             9,543                  9,315                8,963                 9,134                 9,524

Percent Admitted                                                        12%                    12%                  13%                   12%                   11%

Yield                                                                         89%                    89%                  90%                   90%                   89%

Enrollment                                                               1,859                  1,838                1,805                 1,860                 1,864

Tuition                                                                 $ 56,175              $ 53,500            $ 51,200            $ 48,600             $ 46,150

Average Fellowship Aid per Student                       $ 31,710              $ 30,725            $ 29,843            $ 26,745             $ 23,989

Doctoral Programs

Applications                                                                792                    816                    868                    830                    931

Percent Admitted                                                          4%                     5%                     4%                     5%                     4%

Yield                                                                         76%                   71%                   68%                   68%                   69%

Enrollment                                                                 150                    143                    137                    132                    125

Executive Education

Enrollment                                                               9,993                 9,992                 9,891                 9,939                 8,670

Faculty

Faculty Positions (full-time equivalents)                         234                    227                    232                    217                    218

Teaching Materials                                                      617                    684                    640                    635                    538

Research Articles                                                        193                    181                    184                    150                    155

Books                                                                           18                      17                      23                      18                      29

Staff

Staff Positions (full-time equivalents)                          1,447                 1,335                 1,198                 1,138                 1,087

Publishing

5-YEAR SUMMARY

FOR THE FISCAL YEAR ENDED JUNE 30,

Cases Sold                                                       11,991,870         11,448,076         10,603,000           9,764,000           9,668,000

Harvard Business Press Books Sold                    1,980,542           1,950,931           1,580,000           1,665,000           1,769,000

HBR Circulation                                                   292,954              285,520              256,000              241,000              236,000

HBR Reprints Sold                                             3,312,578           3,231,384           3,355,000           3,098,000           2,946,000

A N N U A L  R E P O R T  2 014   15
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CHIEF FINANCIAL OFFICER
FROM THE

Harvard Business School’s economic model performed well in fiscal 2014. Driven pri-

marily by revenues in Harvard Business Publishing (HBP) and Executive Education, as

well as philanthropic income from gifts, HBS was solidly cash flow positive, extending

a record that began more than a decade ago. 

This cash flow enabled HBS to fund its core

educational programs, spur innovation in

teaching and research, and invest in strate-

gic opportunities. HBS also used internally

generated cash from operations to increase

its capital investment in the campus, with-

out taking on new debt, while still ending

fiscal 2014 with a strong balance of unre-

stricted reserves. These reserves are crucial

in providing the School with sufficient liquid-

ity to execute on its mission and sustain the

campus through economic cycles over the

long term. 

One of our key financial planning goals for

HBS is to serve as a living model of a well-

run organization—consistent with the skills,

tools, and frameworks taught across the

School’s educational programs each year.

Achieving this goal starts with transparency.

To that end, the School’s fiscal 2014 finan-

cial results are explained in detail in the

Supplemental Financial Information section

that begins on page 22. The balance of this

letter will speak to the School’s financial

condit ion in the context of strategic

changes taking place at HBS, looking at

both the past year’s results and our plan

for fiscal 2015.

FISCAL 2014 IN REVIEW

The HBS economic model starts with a

faculty whose research brings them into

contact with leaders and managers of or-

ganizations around the world. That contact

generates new ideas meant to transform

the practice of management. Executive Ed-

ucation and HBP transform the resulting

ideas into new programs and materials

that reach, increasingly, many thousands

of students, academics, and managers

worldwide.

Executive Education and HBP revenues re-

sult in margin contributions that fund the

faculty’s research and enable them to stay

close to practice, thus completing the cycle

and allowing it to begin anew. Revenues

from Executive Education and HBP also

help cover costs associated with strategic

initiatives across the School. 

Fiscal 2014 marked the first year of signifi-

cant investment in the School’s online

learning platform, HBX. Launched publicly

in spring 2014, HBX embodies the HBS

principle of participant-centered learning

reimagined on a digital platform. HBX as-

pires to create a learning experience both

transformational for students and as distinc-

tive and outstanding as any other HBS ac-

tivity or program. Totaling nearly $12 million,

expenses related to this work at HBX were

a significant new factor in the School’s over-

all financial performance for fiscal 2014. Al-

though HBX is in start-up mode at present,

over the long term it has the potential to join

Executive Education and HBP as a signifi-

cant contributor of earned revenue and in-

come from operations. 

The School’s fiscal 2014 strategic invest-

ments also included the new global re-

search center in Istanbul, Turkey, which

opened during the year, as well as The

Harvard Business School Campaign

launch. In addition to staff support and

event expenses, the year’s major Cam-

paign investments included development

costs for a new I.T. infrastructure to sup-

port the goal of increased alumni engage-

ment with the School. 

The School’s total operating expenses for

fiscal 2014 rose by $55 million, or 10.1 per-

cent, from the prior year, to $597 million.

Approximately $35 million of the $55 mil-

lion stemmed from these and other strate-
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gic initiatives, plus underlying inflation. The

other $20 million consisted of investments

in Executive Education and HBP made to

strengthen their capacity for generating rev-

enue and cash flow to support the School’s

economic model. Both groups continued to

translate this funding into solid revenue

growth and increased margin contributions

in fiscal 2014. 

HBP operates in the context of a rapidly

evolving publishing industry that necessi-

tates ongoing investment in technology and

marketing. Nonetheless, the School’s pub-

lishing business results exceeded our ex-

pectations for the fifth consecutive year, as

other capacity was lost with the residence

building Baker Hall being taken off line for

renovations and the closing of Kresge Hall

for dining in order to begin construction on

the new Ruth Mulan Chu Chao Center, lim-

iting growth in Executive Education enroll-

ments. In addition, fiscal 2014 marked the

first year of higher depreciation expense as-

sociated with Tata Hall and related Execu-

tive Education facilities recently constructed

by the School. 

Executive Education rose to these chal-

lenges, and executive program revenue

growth for fiscal 2014 was significantly

stronger than we expected. This growth was

junction with The Harvard Business School

Campaign launch. By the fiscal year’s end,

the Campaign had raised more than $721

million in new gifts and pledges. 

The majority of the Campaign giving was in-

tended to sustain the School’s core opera-

tions over the long term by creating new

endowment or restricted current use ac-

counts, or by adding to existing accounts.

Approximately $160 million was earmarked

for capital projects. The School’s distribu-

tion of income from the endowment in fiscal

2014, as well as the endowment’s invest-

ment performance, is discussed in detail

beginning on page 23. 

Investment in Research (in millions)

FY 14                                           $ 117

FY 13                                             110

FY 12                                             109

FY 11                                               97

FY 10                                               92

Executive Education and HBP transform ideas into new programs and materials that reach,
increasingly, many thousands of students, academics, and managers worldwide.

Fellowship Spending (in millions)                                          MBA                            Total*

FY 14                                                                        $  31                         $   43

FY 13                                                                            29                             40

FY 12                                                                            27                             37

FY 11                                                                            26                             36

FY 10                                                                            25                             35

* includes Doctoral Programs and Executive Education

four of HBP’s five market groups continued

to deliver top-line growth. This growth was

led by the Corporate Learning group, driven

by strong demand for its flagship eLearning

product, Harvard ManageMentor. 

Higher Education group sales also grew

substantially, reflecting increased demand

for HBS cases, particularly in international

markets. Further, fiscal 2014 was the sec-

ond consecutive record year for circulation

revenue from Harvard Business Review. At

the same time, HBP continued to effectively

manage its expenses and growth-focused

investments, and its fiscal 2014 margin

contribution also came in higher than ini-

tially planned. 

Executive Education also delivered strong

financial results in fiscal 2014, while suc-

cessfully building for the future. Although

opening Tata Hall added much-needed liv-

ing and classroom space during the year,

driven by additional offerings of multiweek

comprehensive leadership programs during

the year, higher enrollments in custom and

other programs across the portfolio, and tu-

ition increases. 

Although Executive Education made major

investments in sales and marketing sys-

tems, staff, and infrastructure to drive 

future enrollment growth as new capacity

comes on line, total operating costs re-

mained well controlled. As a result, the

group’s fiscal 2014 margin contribution was

up substantially year-over-year, also ex-

ceeding the School’s forecast.

In addition to earned income from Execu-

tive Education and HBP, the School’s 

economic model is heavily reliant on two

philanthropic revenue streams: distribution

from the HBS endowment and unrestricted

current use gifts. Fiscal 2014 was a mile-

stone year for giving to the School, in con-

Fiscal 2014 was also a strong year for un-

restricted current use giving to HBS. To-

gether with endowment gifts and gifts for

capital projects, this type of giving is deeply

important to the School. The flexible fund-

ing provided by unrestricted current use

gifts functions as seed money to launch the

kinds of visionary efforts—such as FIELD,

the Harvard i-lab, and HBX—that have long

been a hallmark of teaching and learning at

the School. 

Reflecting the HBS community’s generous

response to the Campaign, as well as re-

union and annual giving during the year,

revenue from unrestricted current use gifts

in fiscal 2014 rose by $6 million, or 27 per-

cent, from the prior year to a record $28

million. Driven in large part by Campaign

gifts, total current use giving in fiscal 2014,

including restricted and unrestricted gifts,

increased 50 percent from the prior year to

a record $65 million. 
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Income from gifts provides crucial support

for the School’s capital investments. En-

compassing building renewal and mainte-

nance, infrastructure and I.T. upgrades,

and construction of new facilities, these in-

vestments are based on a comprehensive,

long-term campus planning strategy. For

the past three years, this strategy has fo-

cused on enhancing the Executive Educa-

trend, the School is likely to continue facing

strong pressures on margin over the next

two years. In addition to the underlying in-

crease in costs associated with the growing

scope of the School’s operations, these

pressures stem from several unrelated,

temporary circumstances. 

In Executive Education, margins will be re-

duced because of added depreciation for

jected to rise 5 percent, partially offset by

an increase in financial aid. The University

has advised the School that its fiscal 2015

endowment payout will grow 3 percent from

fiscal 2014. Reflecting this anticipated pay-

out, as well as income from new gifts to the

endowment, we expect the School’s total

endowment distribution revenue for fiscal

2015 to increase 4 percent from fiscal 2014. 

Executive Education Revenue (in millions)

FY 14                                          $  163

FY 13                                             146

FY 12                                             142

FY 11                                             132

FY 10                                             113

The flexible funding provided by unrestricted current use gifts functions as seed money 
to launch the kinds of visionary efforts—such as FIELD, the Harvard i-lab, and HBX—that
have long been a hallmark of teaching and learning at the School.

Publishing Revenue (in millions)

FY 14                                          $  194

FY 13                                             180

FY 12                                             165

FY 11                                             152

FY 10                                             135

tion buildings at the northeast corner of

the campus.

The School’s fiscal 2014 capital agenda

also included the majority of the construc-

tion of the HBX Live studio (an interactive

virtual classroom facility for HBX), numer-

ous building upgrades and renewals, and

environmental sustainability measures im-

plemented across the campus. In addition,

to meet Executive Education food prepara-

tion and service needs during construction

of the Chao Center, HBS constructed and

began operating a temporary dining facility,

Crimson Commons, and expanded the

Spangler Center kitchen. 

FISCAL 2015 OUTLOOK

Over the past five years the School has

made good progress on its strategic objec-

tives while continuing to generate a healthy

operating surplus. Nonetheless, in this same

period revenues have grown at a com-

pound annual rate of 6 percent while ex-

penses have risen 6.5 percent. As a result,

the School’s operating margin has declined

from 7.2 percent to 5.7 percent. 

Although our objective is to reverse this

recently built facilities. At the same time,

Executive Education will continue to invest

in sales and marketing to ensure that new

capacity is utilized as it comes on line over

the next two years.

In addition, there will be one-time expenses

as The Campaign for Harvard Business

School engages alumni in regional events

around the world, while Campaign pledges

will convert into cash over a longer period

of years. Moreover, a revenue recognition

accounting change at HBP will significantly

affect the group’s top-line results. Finally,

as a start-up business, HBX will continue to

face revenue uncertainties while its costs

become increasingly fixed. 

Our financial plan for fiscal 2015 balances

these challenges against a modestly favor-

able outlook for the School’s core opera-

tions, and top-line performance is closely

tied to the health of the global economy.

Global economic growth appears to be on

a modestly upward path at this writing.

Against this backdrop, we are forecasting

total year-over-year revenue growth of

5 percent in fiscal 2015. 

Revenue from MBA tuition and fees is pro-

At HBP, revenue for fiscal 2015 is fore-

casted to grow 3 percent—significantly

slower than growth over the past four years,

and reflecting a new approach to revenue

recognition for Harvard ManageMentor as

it shifts from packaged software to a sub-

scription service model. The impacts of this

accounting transition are expected to begin

gradually diminishing in fiscal 2016. 

Executive Education revenue is forecasted

to be approximately flat in fiscal 2015. The

opening of Tata Hall has eased some ca-

pacity constraints this past year, but oper-

ating with Baker Hall off line and Kresge

Hall closed will limit revenue growth in the

year ahead. 

The top-line challenges faced by Executive

Education and HBP underscore the strate-

gic importance of the School’s two philan-

thropic revenue streams: distribution from

the HBS endowment and unrestricted cur-

rent use gifts. The latter will remain crucial

to the School’s success in the year ahead—

not only in supporting innovation, but also

in remaining cash flow positive during this

upcoming period of higher pressure on

margins. At the same time, the expanding

scope of activity at the School is creating

new needs for long-term funding as 

students and faculty engage in endeavors

such as FIELD and cross-disciplinary global

research. Endowment giving helps fuel

these long-term initiatives.

Endowment giving also provides crucial

support for MBA financial aid. Fellowships

are more essential than ever to attract not

only the most talented students, but also
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students who bring a mix of backgrounds

and experiences that enriches the HBS

learning experience for all involved. Conse-

quently, revenue from both current use and

endowment giving through the Campaign

will be crucial in the School’s financial plan-

ning for fiscal 2015 and beyond.

Against this backdrop of uncertainty on the

revenue front, HBS will be facing chal-

lenges from a cost perspective in fiscal

2015. After retirements and departures, the

total size of the faculty declined from 234 a

year ago to 228 in fiscal 2015. 

Consequently, faculty recruiting, develop-

Elective Curriculum. At the same time, the

School’s External Relations group will be

managing a growing number of Campaign

events. Incremental dollars have been bud-

geted in each of these areas for technology

and staff support.

In light of the School’s commitment to

making education at HBS affordable to a

broader cross section of applicants, we

have planned a 9 percent increase in fel-

lowship spending across the School for fis-

cal 2015. In addition, the plan includes

significant investment in I.T. infrastructure,

spread across salaries and benefits; ser -

vices purchased; and equipment, among

other expenses. Although academic and

administrative I.T. plays a critical role in

the School’s strategic priorities, we are

working to slow the pace of growth in this

key area in order for HBS to maintain a

sustainable economic model.

HBS is planning to work on several ambi-

tious capital projects in fiscal 2015. Adding

Executive Education capacity remains the

focus, highlighted by continued construc-

tion of the Chao Center and the renovation

of Baker Hall. The capital plan also in-

cludes further design work this year on

Klarman Hall, a convening facility to be lo-

cated next to Spangler Center. 

novation and in the campus, without taking

on debt leverage that could lead to in-

creased financial risk. We remain commit-

ted to thoughtful stewardship of the

School’s resources in the year ahead.

Over the past five years the School has made good progress on its strategic objectives
while continuing to generate a healthy operating surplus. 

Capital Investment (in millions)

FY 14                                           $   98

FY 13                                               78

FY 12                                               51

FY 11                                               34

FY 10                                               14

pansion in the School’s core operations, but

the majority of the new positions will be fo-

cused on realizing income growth potential

in HBP, Executive Education, and HBX, as

well as supporting Campaign-driven growth

in External Relations. 

Reflecting salary increases and upward

pressures on benefits costs, the School’s

fiscal 2015 financial plan assumes a 9 per-

cent increase year-over-year in total com-

pensation expense. Professional services

costs, however, are forecasted to come in 2

percent lower than in the prior year.

The School is planning major strategic in-

vestments for fiscal 2015. In addition to

scaling HBX, the faculty will be launching

elements of the field method in the MBA

The School’s capital investment in smaller

renewal and upgrade projects across the

campus is expected to double in fiscal

2015. In addition to implementing energy

efficiency measures to meet the Univer-

sity’s greenhouse gas reduction goals,

these projects are designed to prevent de-

ferred maintenance and preserve the value

of the campus for future generations. The

School’s total capital budget for fiscal 2015

is $107 million—up 9 percent from the $98

million invested in fiscal 2014. 

We are carefully watching the economic

trends as fiscal 2015 begins, with an eye

toward adjusting spending as necessary.

Looking ahead longer term, HBS enters the

new fiscal year with a reserves balance suf-

ficient to fund its planned investments in in-

ment, and retention continue to be high

among the School’s priorities for the year

ahead, as does the addition of administra-

tive staff. This staff growth partly reflects ex-

RICHARD P. MELNICK, MBA 1992
CHIEF FINANCIAL OFFICER
OCTOBER 1, 2014
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Revenues (in millions)                                                                                2014                                 2013                                2012

MBA Tuition & Fees                                                                          $ 113                               $ 107                                $ 99

Executive Education Tuition                                                                 163                                  146                                 142

Publishing                                                                                         194                                  180                                 165

Endowment Distribution                                                                       120                                  117                                 109

Unrestricted Current Use Gifts                                                               28                                    22                                   19

Housing, Rents, & Other                                                                        15                                    14                                   11

Interest Income                                                                                     —                                      1                                    1

Total Revenues                                                                                  $ 633                               $ 587                              $ 546

Expenses

Salaries & Benefits                                                                           $ 276                               $ 255                              $ 241

Publishing & Printing                                                                           71                                    67                                   59

Space & Occupancy                                                                             51                                    48                                   47

Supplies & Equipment                                                                           11                                      9                                   10

Professional Services                                                                            57                                    40                                   35

Fellowships                                                                                          43                                    40                                   37

University Assessments                                                                         19                                    18                                   17

Debt Service                                                                                           5                                      6                                    6

Other Expenses                                                                                     64                                    59                                   52

Total Expenses                                                                                  $ 597                               $ 542                              $ 504

Cash from Operations                                                                         $ 36                                 $ 45                                $ 42

Restricted Current Use Gifts & Endowment Appreciation                         56                                    22                                   24

Cash Before Capital Activities                                                                $ 92                                 $ 67                                $ 66

Capital Expenses                                                                             $ (98)                               $ (78)                             $ (51)

Change in Capital Project Funding                                                          17                                 (26)                                    1

Use of Gifts for Capital Projects                                                             17                                    11                                   17

Net Capital Expenses                                                                        $ (64)                               $ (93)                             $ (33)

New Borrowings                                                                                   $ 0                                   $ 0                                  $ 0

Debt Principal Payments                                                                      (6)                                   (8)                                  (4)

Other Non-Reserve Activity                                                                   (6)                                   (2)                                   11

Net Debt & Other                                                                             $ (12)                               $ (10)                                  $ 7

Change in Unrestricted Reserves                                                           $ 16                               $ (36)                                $ 40

Beginning Balance, Unrestricted Reserves                                              $ 83                               $ 119                                $ 79

Ending Balance, Unrestricted Reserves                                                  $ 99                                 $ 83                              $ 119

STATEMENT OF ACTIVITY &
CASH FLOWS*
FOR THE FISCAL YEAR ENDED JUNE 30,
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Assets (in millions)                                                                                    2014                              2013                                  2012

Cash                                                                                                 $ 44                                 $ 38                                $ 26

Unrestricted Reserves                                                                          99                                    83                                 119

Receivables, Loans, & Other Assets                                                     475                                  319                                 222

Invested Funds:

       Endowment Investments                                                            2,970                               2,658                              2,485

       Current Fund Investments                                                              96                                    78                                   42

       Interest in Trusts Held by Others                                                   158                                  144                                 138

Facilities, Net of Accumulated Depreciation                                           567                                  511                                 458

Total Assets                                                                                   $ 4,409                            $ 3,831                           $ 3,490

CONSOLIDATED BALANCE
SHEET

Liabilities

Deposits, Advances, & Other                                                               $ 60                                 $ 56                                $ 53

Deferred Revenue                                                                                88                                    85                                   65

Other Debt Owed to University                                                              27                                    23                                   23

Building Debt                                                                                       85                                    91                                   99

Total Liabilities                                                                                  $ 260                               $ 255                              $ 240

Composition of Net Assets

Unrestricted Reserves                                                                        $ 99                                 $ 83                              $ 119

Undistributed Income & Other                                                               16                                      5                                    5

Pledge Balances                                                                                317                                  179                                   92

Student Loan Funds                                                                             11                                      9                                   10

Investment in Facilities                                                                       482                                  420                                 359

Endowment & Other Invested Funds                                                  3,224                               2,880                              2,665

Total Assets Net of Liabilities                                                            $ 4,149                            $ 3,576                           $ 3,250

FOR THE FISCAL YEAR ENDED JUNE 30,

* The Statement of Activity & Cash Flows presents a managerial view of Harvard Business School operations focused primarily on cash available for use. It is not intended
to present the financial results in accordance with generally accepted accounting principles (GAAP). A presentation in accordance with GAAP would report higher
operating revenues for gifts and endowment distribution and would include depreciation expense, yielding income from operations of $41 million in fiscal 2014. Cash
flows, however, would be equivalent under GAAP.
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REVENUES
As outlined on page 16, at the core of Har-

vard Business School’s economic model is

internally funded faculty research. The re-

sulting intellectual capital is disseminated

by Executive Education and Harvard Busi-

ness Publishing (HBP) to managers around

the world. 

Completing a self-sustaining cycle, rev-

enues from these two groups serve as the

primary source of research funding. Mar-

gins from Executive Education and HBP

also provide crucial support for strategic

innovation at the School, including initia-

tives such as the Harvard i-lab, the multi-

year U.S. Competitiveness Project, and

experiments in teaching and learning such

as FIELD and HBX. 

Philanthropic revenues, including distribu-

tion from the HBS endowment and current

use gifts, are equally important to the

School’s economic model. Funds from

alumni giving provide additional financial

stability and flexibility that are crucial to the

School’s ability to execute on its mission. 

The revenues from these sources in

any given year are sensitive to trends in

the economy and the capital markets.

These trends remained favorable for a

fourth consecutive year in fiscal 2014. As

a result, the School’s total revenues grew

by $46 million, or 8 percent, from fis-

cal 2013.

MBA Tuition & Fees 

Tuition and fee revenue from the School’s

core educational program grew to $113

million, from $107 million in fiscal 2013.

First-year MBA tuition in fiscal 2014 was

$56,175—which is near the midpoint

among the seven comparable schools

tracked by HBS—compared with $53,500

last year. MBA tuition and fees revenues

do not fully recover annual MBA Program

operat ing expenses,  much less the

School’s long-term investments in aca-

EXECUTIVE EDUCATION TUITION 26%

ENDOWMENT DISTRIBUTION &
CURRENT USE GIFTS

HOUSING, RENTS, & OTHER

MBA TUITION & FEES 18%
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FY
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demic innovation. This shortfall is offset

primarily with income from gifts given by

MBA alumni, whose generosity enriches

the HBS educational experience for future

generations of students. 

Executive Education 

The Executive Education group delivered

strong revenue growth in fiscal 2014. Al-

though total participant enrollment was es-

sentially flat with the prior year at nearly

10,000, tuition revenues grew 12 percent

to $163 mill ion, from $146 mill ion in 

fiscal 2013. This growth was driven by ad-

ditional offerings of multiweek comprehen-

sive leadership programs during the year,

higher enrollments in comprehensive and

custom programs, and tuition increases. 

Harvard Business Publishing

The School’s publishing business per-

formed strongly in fiscal 2014. HBP’s total

revenues grew by $14 million, or 8 per-

cent, from fiscal 2013 to $194 million.

Driven in large part by strong international

demand, sales were up from fiscal 2013

across the product portfolio. Harvard Busi-

ness Review (HBR) circulation revenue

reached a second consecutive all-time

high. Reflecting HBP’s ongoing digital

transformation, eLearning product sales

were up 11 percent year-over-year. Com-

bined sales of HBS cases and reprints plus

HBR revenue increased 7 percent. Inter-

national revenues grew 13 percent, com-

prising 34 percent of total publishing

revenues for the year.

Gifts & Endowment 

Although income from Executive Education

and HBP makes HBS less reliant on the

performance of the endowment relative to

other schools at Harvard, philanthropic

revenues have been increasingly impor-

tant to the School’s economic model in re-

cent years. This trend continued in fiscal

2014 as revenue from gifts—in the form of

the endowment distribution and current

use gifts—increased to $148 million, or 23

percent of the School’s total revenues,

from $139 million in fiscal 2013. 

Fiscal 2014 marked the launch of The

Campaign for Harvard and, as part of that

effort, The Harvard Business School Cam-

paign. The HBS community continued to

demonstrate extraordinary involvement

and generosity, giving a record $369 mil-

lion in new gifts and pledges to the School,

up 82 percent, from $203 million in fiscal

2013. 

HBS received gifts from nearly 13,000

donors in fiscal 2014, including MBA,

Doctoral, and Executive Education alumni,

as well as friends of the School. Similar to

fiscal 2013, approximately 28 percent of

the School’s MBA alumni gave to HBS

during the year. Total cash received from

gifts, including new endowment gifts and

gifts for capital construction projects, 

payments on prior years’ pledges, and 

restricted and unrestricted current use

giving, more than doubled to $192 million,

from $94 million in fiscal 2013. 

Fiscal 2014 marked a second consecutive

year of exceptionally strong growth in un-

restricted current use giving to HBS. Rev-

enue from these flexible gifts increased 27

percent to $28 million, from $22 million in

fiscal 2013, providing critical funding for

innovation across the School. Cash giving

for construction projects rose to $46 mil-

lion, from $17 million in fiscal 2013, and

endowment giving more than doubled to

$77 million, from $31 million in the prior

fiscal year. 

Distributions of income from the HBS en-

dowment have comprised 20 percent of

total revenues at HBS for the past several

years. In fiscal 2014, the School’s endow-

ment distribution increased 3 percent

from the prior year to $120 million, grow-

ing for the third consecutive year and

CASH RECEIVED FROM GIFTS (in millions)
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amounting to 19 percent of total revenues. 

The HBS endowment currently consists of

more than 1,000 discrete funds estab-

lished over the years by individual donors,

corporations, and reunion classes. The

School budgets the use of endowment dis-

tributions to support operations according

to the terms of each gift. Funds within the

HBS endowment, along with those of the

other Harvard schools, are managed by

Harvard Management Company (HMC), a

subsidiary governed and wholly owned by

the University. 

The University determines the payout rate—

that is, the percentage of the endowment

withdrawn in any given year and distrib-

uted for operations and for strategic pur-

poses. Consistent with the long-term goal

of balancing the maintenance of the en-

dowment’s purchasing power for future

generations and the desire to pursue

nearer-term opportunities, the University’s

targeted annual payout range is between

5.0 and 5.5 percent. The payout rate for

fiscal 2014 was 5.6 percent, compared

with 5.2 percent for fiscal 2013. 

HMC manages the University endowment

with three primary objectives: growth of

the portfolio, sufficient liquidity, and appro-

priate risk management. The investment

return on the Harvard endowment for 

fiscal 2014 was +15.4 percent, net of all 

expenses and fees, compared with +11.3

percent for the prior year.

The past five years have been a period of

significant recovery and repositioning for

the University endowment. During this 

period, HMC has consistently delivered 

returns in excess of its Policy Portfolio

benchmark, resulting in cumulative value-

added above the markets of $1.9 billion,

net of all costs. The University endow-

ment’s annualized return for this five-year

period was 11.6 percent, which is consis-

tent with the long-term returns HMC has

delivered over the past 10, 20, and 40

years. 

The fiscal 2014 year-end market value of

the HBS endowment, plus the School’s

current use funds, was $3.2 billion at June

30, 2014, compared with $2.9 billion a

year earlier. This increase reflected the

15.4 percent net appreciation in market

value and the subtraction of the School’s

annual distribution and decapitalizations,
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offset by the $77 million in endowment

gifts received by HBS during the year. 

Other Revenues

Revenue in the Housing, Rents, and Other

category for fiscal 2014 increased 7 per-

cent from the prior year to $15 million.

This was due to a combination of increases

in MBA application revenue, rental and

event income, and initial revenues from

HBX. Reflecting historically low interest

rates, the School’s interest income de-

clined to zero in fiscal 2014, from $1 million

in the prior year. 

ENDOWMENT GROWTH (in billions)
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Harvard Endowment Returns 

FY 14                                          15.4%

FY 13                                            11.3

FY 12                                            – 0.1

FY 11                                            21.4

FY 10                                            11.0

FY 09                                          – 27.3

FY 08                                              8.6

FY 07                                            23.0

FY 06                                            16.7

FY 05                                            19.2

3-Year Growth                           8.9%
10-Year Growth                          9.9%
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EXPENSES
The School’s total operating expenses for

fiscal 2014 came in precisely on budget at

$597 million, up by $55 million, or 10.1

percent, from the prior year. Approximately

$35 million of this increased spending re-

flected the growing scope of the School’s

core operations. This expansion is being

driven, in part, by strategic initiatives such

as HBX, The Campaign for  Harvard 

Business School, and multifaculty, cross-

disciplinary research. 

The School also incurred new costs in fis-

cal 2014 for I.T. infrastructure to support

increased alumni engagement, as well as

FIELD enhancements in the MBA Pro-

gram. MBA tuition and fees recover only a

minor portion of these costs. 

The balance of this year’s increase in ex-

penses consisted of investments in Execu-

tive Education and HBP, primarily aimed

at positioning these groups for future

growth. Although HBS characterizes pub-

lishing and executive program costs as 

“expenses,” they would in large part be

considered “cost of goods sold” in a profit-

seeking enterprise. 

Expenses charged to HBP and Executive

Education include direct costs for staff

compensation, specialized outside profes-

sional services in functional areas such as

I.T. and marketing, and residence expenses

for executive program participants. Both

groups delivered strong operating leverage

on revenue growth in fiscal 2014. As a 

result, despite incurring higher expenses

and making significant growth-focused in-

vestments, each group provided important

income contributions to the School’s oper-

ations for the year. 

The School’s total spending for faculty re-

search support in fiscal 2014 rose by $7

million, or 7 percent, from the prior year to

$117 million. This increase reflected, in

part, the opening of an eighth HBS global

research center in Istanbul, Turkey. It also

was driven by an increasing diversity in the

methodologies and approaches faculty

members bring to bear in conducting re-

search with power in practice, including

multiyear, cross-unit initiatives like the

U.S. Competitiveness Project.

Faculty research expenses at HBS cut

across several line items in the Statement

of Activity and Cash Flows. The cost of fac-

ulty research includes a portion of faculty

SALARIES & BENEFITS 46%

SPACE & OCCUPANCY 9%

PUBLISHING & PRINTING 12%

DEBT SERVICE 1%SUPPLIES & EQUIPMENT 2%

UNIVERSITY ASSESSMENTS 3%

FELLOWSHIPS 7%
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salary and benefits expense. It also in-

cludes direct costs for research support

staff and travel, and for the School’s net-

work of global research centers. In addi-

tion, HBS allocates a portion of the costs

associated with library resources, campus

facilities, technology, and administration to

faculty research.

Salaries & Benefits

Employee compensation is the School’s

largest expense, comprising nearly 50 per-

cent of total operating costs. Salaries and

benefits expense increased 8 percent in

fiscal 2014 to $276 million, from $255 mil-

lion in the prior year. This marked slightly

higher year-over-year growth than in fiscal

2013, primarily driven by an increase in

the size of the faculty and staff. 

The total number of faculty at HBS, as

measured in full-time equivalents (FTEs),

can rise or fall in any given year as a result

of retirements, departures, and fluctuations

in recruiting activity. Net of retirements and

departures, the School’s faculty increased

by 7 FTEs to 234 in fiscal 2014, from 227

FTEs a year earlier. HBS also continued to

expand its administrative staff, which grew

to a budgeted 1,447 FTEs, from 1,335 in

the prior year. 

In addition to supporting core academic

programs and assisting in I.T. infrastructure

development, the majority of the staff posi-

tions added in fiscal 2014 were focused on

generating future income growth. Nearly

one-third of the School’s newly recruited

staff are involved in launching and scaling

HBX, while others are working in HBP, Ex-

ecutive Education, and Campaign-related

External Relations positions.

Fellowships

HBS categorizes fellowships, or financial

aid, as an expense line item on the State-

ment of Activity and Cash Flows. Attracting

the most talented MBA Program appli-

cants, regardless of their country of origin

or their financial resources, is a long-

standing goal of the School. The prospect

of entering or returning to the workforce

with high levels of education debt can deter

strong MBA candidates from applying to

HBS and restrict their career choices upon

graduation. This is particularly true for

younger students, women, those from out-

side the United States, and students whose

early career paths have not enabled them

to reduce their undergraduate loans.

Consequently, the School assists students

in minimizing their debt at graduation by

ensuring that fellowship support at least

keeps pace with tuition and fees. Extend-

ing the School’s long-term commitment to

annual increases in financial aid, average

fellowship support per student increased

3 percent in fiscal 2014 to $31,710, from

$30,725 in the prior year. Over the past

five fiscal years, the School’s average two-

year MBA fellowship award has grown

from $49,246 for the Class of 2010 to

$64,000 for the Class of 2015. 

Approximately half of the School’s MBA stu-

dents currently receive fellowships, which

cover an average of more than 50 percent

of a student’s total tuition. Total fellowship

expense for fiscal 2014, including assis-

tance for Doctoral candidates and a limited

number of Executive Education participants,

as well as for MBA students, increased by

$3 million from fiscal 2013 to $43 million.

Funding for fellowships comes primarily

from restricted endowment and current use

giving by HBS alumni and friends. 

Publishing & Printing

Publishing and printing expense includes

HBP’s production costs plus a small

amount of spending related to the School’s

printed materials and publications. HBP’s

continuing growth in a fast-changing and

highly competitive publishing environment

reflects, in part, the success of the group’s

long-term program of strategic investment

in digital infrastructure and content. Re-

flecting this investment, along with HBP’s

larger operational scale, the School’s total

publishing and printing expenses for fiscal

2014 increased by $4 million from fiscal

2013 to $71 million. 

Space & Occupancy

The HBS campus includes 35 buildings en-

compassing nearly 1.8 million square feet

of occupied space. Space and occupancy

expense includes costs related to maintain-

ing and operating the School’s buildings and

campus infrastructure. In addition, facilities

improvement and renovation costs that do

not qualify as capital expenses are gener-

ally categorized as space and occupancy. 

Also included in space and occupancy are

expenses related to dining facilities and

other campus services, as well as costs 

associated with leased space that houses

HBP’s operations and HBX, as well as the

School’s global research offices. In addition,

residence expenses for executive program

participants are reported under this cate-

gory. Largely reflecting the addition of Tata

Hall, the build-out of Crimson Commons,

and the development of the HBX Live 

studio, the School’s space and occupancy

expenses for fiscal 2014 increased by $3

million from the prior year to $51 million. 

Professional Services

Professional services expense for fiscal

2014 increased by $17 million from the

prior year to $57 million. This increase was

primarily driven by spending for external

resources related to the Campaign launch

and related alumni website, the HBX roll-

out, and Executive Education’s implemen-

tation of a new CRM platform. 

Supplies & Equipment and 
Other Expenses

Spending in the Other Expenses category,

which includes items such as travel and

catering, increased by $5 million in fiscal

2014 to $64 million. This increase primarily

reflected higher technical services and

catering costs. Supplies and equipment

expense rose by $2 million from the prior

year to $11 million.

University Assessments

University assessments cover essential

services provided to HBS by the University,

including payroll and benefits administra-

tion, processing of accounts receivable and

payable, and legal services. The amount

charged to HBS in any given year is prima-

rily calculated as a percentage of the

School’s total expenses. As expected, the

School’s expense in fiscal 2014 for these

assessments increased by $1 million from

the prior year to $19 million. 

Debt Service

HBS finances major capital projects with

a mix of three sources of funding. The

most important sources are gifts and un-

restricted reserves of internally generated

cash. The School also makes strategic use
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project funding planned for fiscal 2015.

This item is listed in the Statement of Activ-

ity and Cash Flows as Change in Capital

Project Funding.

NET DEBT & OTHER EXPENSES

Because gifts and unrestricted reserves

have been available and sufficient to fi-

nance capital activities, fiscal 2014 marked

the School’s sixth consecutive year with no

new borrowings. Debt principal payments

decreased to $6 million, from $8 million in

fiscal 2013. 

Other Non-Reserve Activity in fiscal 2014

was negative $6 million, compared with

negative $2 million in the prior year. To-

gether with the School’s fiscal 2014 debt

principal payments, the negative $6 million

in fiscal 2014 Other Non-Reserve Activity

resulted in a decrease of $12 million in Net

Debt and Other, compared with a decrease

of $10 million in the prior year.

ENDING BALANCE, UNRESTRICTED
RESERVES

Together with a mix of internally generated

cash, gifts, and debt, HBS relies on unre-

stricted reserves to finance major campus

expansion projects and capitalize on un-

foreseen strategic opportunities. More than

56 percent of the School’s revenues come

from Executive Education and HBP—groups

that are highly sensitive to the economy. 

Consequently, maintaining an ample bal-

ance of unrestricted reserves outside the

endowment is crucial in providing HBS

with sufficient liquidity to fulfill its educa-

tional and research mission on a long-term

basis. Reflecting the School’s continued

healthy cash from operations, as well as

the one-time $17 million withdrawal from

endowment reserves, fiscal 2014 was a

successful year in this regard. HBS sus-

tained its operations while investing in the

campus and in strategic innovation, while

still concluding the year with a strong un-

restricted reserves balance of $99 million.

of debt financed through the University as

a means of optimizing its capital structure. 

Relying on the University as its banker pro-

vides HBS, as well as the other Harvard

schools, with access to debt on a triple-

A-rated tax-exempt basis. The School 

borrows only to finance qualified capital

projects, carefully considering the interest

rate environment, expectations for the per-

formance of the Harvard endowment, and

the availability of University debt. 

Reflecting this cautious approach, the

School’s balance sheet historically has

been only modestly leveraged, and debt

leverage remained low in fiscal 2014. HBS

increased its capital investments during

the year to $98 million, from $78 million

in the prior year. As in fiscal 2013, this

growth was primarily funded by internally

generated cash, and there were no new

borrowings. HBS paid down $6 million in

building debt in fiscal 2014, compared with

$8 million a year earlier. 

As a result, the School’s year-end fiscal

2014 building debt-to-asset ratio de-

creased to 2.0 percent, from 2.5 percent

in the prior year. Other University debt—

mainly consisting of repayment obligations

to the University for mortgage loans made

by HBS as a faculty recruiting incentive—

increased by $4 million from fiscal 2013

to $27 million. 

The School’s debt service expense con-

sists of interest payments to the University

and is covered by using cash from opera-

tions. Fiscal 2014 debt service expense

declined by $1 million from the prior year

to $5 million. As in fiscal 2013, this ex-

pense was mainly associated with borrow-

ings to f inance pr ior  years ’  campus

expansion. The interest portion of the

School’s debt service amounted to slightly

less than 1 percent of total operating ex-

penses in fiscal 2014. 

CASH BEFORE CAPITAL ACTIVITIES 

The School’s cash from operations de-

creased in fiscal 2014 by $9 million from

the prior year to $36 million. As in fiscal

2013, this cash was largely generated by

margin contributions from Executive Edu-

cation and HBP, as well as the HBS com-

munity’s generous giving to the School. In

addition, use of restricted current use gifts

plus cash drawn from endowment appre-

ciation contributed $56 million to the

School’s cash flow in fiscal 2014, com-

pared with $22 million in fiscal 2013. 

This unusually large year-over-year in-

crease in Restricted Current Use Gifts and

Endowment Appreciation included a one-

t ime $17 mil l ion use of funds in the

School’s endowment reserve, which was

established more than 10 years ago to fi-

nance upcoming capital projects. The net

result was a $25 million increase in cash

available for capital activities to $92 mil-

lion, from $67 million in fiscal 2013. 

NET CAPITAL EXPENSES

As noted above, the School’s fiscal 2014

capital expenses increased by $20 million

from the prior year to $98 million. This

growth was primarily associated with

Executive Education facilities investment,

including the completion of Tata Hall and

the tunnel connecting it to the rest of the

campus, initial construction of the Chao

Center and the related demolition of

Kresge Hall, and the initial renovation

work at Baker Hall. In addition, HBS con-

tinued to invest in numerous projects fo-

cused on the renewal and maintenance

of buildings, infrastructure, and I.T. sys-

tems across the campus. 

On a net basis, capital expenses for fiscal

2014 were $64 million, down from $93

million in the prior year. This reflected an

increase in use of gifts for capital projects,

as well as a $17 million change in capital

I.T. Investment (in millions)

FY 14                                           $   79

FY 13                                               68

FY 12                                               54

FY 11                                               50

FY 10                                               40

Building Debt Outstanding (in millions)

FY 14                                           $   85

FY 13                                               91

FY 12                                               99

FY 11                                             103

FY 10                                             112
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