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At the end of academic year 2015-16, colleges and universities in the United States held
endowment assets totaling about $532 billion (table 1). More than half of these assets
belonged to 105 private nonprofit research universities. The 11 wealthiest private

research universities held 40 percent of the assets in that sector.

Endowments provide income that supplements tuition and fees, state appropriations, and other
funding sources to support the education of undergraduate and graduate students, as well as research,
public service, and other institutional activities. Endowments provide a cushion that protects
institutional budgets from cyclical pressures, unanticipated changes in enrollments, and other
temporary revenue disruptions.

When measuring institutional strength, it is best to examine endowment per student rather than
total endowment dollars (figure 1). These figures must be interpreted with caution because they do not
distinguish between undergraduate and graduate students, and differences across institutions may be
misleading given the differences in institutional missions. Undergraduate colleges use almost all of the
draw from their endowments (the funds added to their annual budgets from this source) to support
undergraduate education, whereas research universities use the funds to support a broader range of
activities.



TABLE 1
Total Endowment Assets by Sector
Endof 2015-16

Total endowment assets

(billions of dollars) Share of total
Private $393 74%
Research $289 54%
Master's $34 6%
Bachelor’s $67 13%
Public $140 26%
Research $127 24%
Master's $12 2%
Total $532 100%

Source: Urban Institute analysis of Integrated Postsecondary Education Data System data.

The concentration of endowment assets at a relatively small number of institutions means that the
vast majority of colleges and universities cannot count on this source of income to provide significant
support for their operations.

Based on typical annual spending rates of about 4.5 percent of the value of the endowment, the
endowments of the 11 wealthiest private research universities, enrolling 10 percent of students in the
sector, provide an average of $66,800 per student per year, more than the average published tuition
and fee price. But the institutions with the lowest endowments, where half of this sector’s students are
enrolled, average less than $2,000 per student in income to the annual budget from this source.
Endowment wealth at private bachelor’s colleges is similarly skewed. At the master’s universities,
where there is much less wealth and the gaps are smaller, average endowment income in the top 10
percent is still almost nine times the average for the bottom half.

The endowments of the 10 wealthiest public research universities, enrolling 10 percent of students
in the sector, provide about $6,200 per student per year. Those in the lower half of the distribution,
where 50 percent of this sector’s students are enrolled, have on average about $400 per year per
student to spend from this source.
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FIGURE 1
Average Estimated Endowment Draw per FTE Student, Private Nonprofit Colleges and Universities,
2015-16
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Source: Urban Institute analysis of Integrated Postsecondary Education Data System data.
Notes: Income is calculated as 4.5 percent of the value of the endowment at the end of the fiscal year and represents funds added
to the annual budget, not total income generated by the endowment. FTE = full-time equivalent.
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Selectivity

In both public and private institutions, endowment wealth is highly correlated with admissions
selectivity (figure 2). Average estimated endowment spending per student ranges from $100 at open-
admission public four-year institutions to $1,800 per student at those accepting a quarter or less of
their applicants.

At private nonprofit colleges and universities, the range of average endowment spending per
student is from $700 per student at open-admission institutions to $16,100 at those accepting a
quarter or less of their applicants. Private institutions admitting 50 to 75 percent of their applicants
have only about 10 percent as much income from endowments as the most selective institutions.

FIGURE 2
Average Estimated Endowment Draw per FTE Student by Institution Selectivity, FY 2015-16
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Source: Urban Institute analysis of Integrated Postsecondary Education Data System data.
Notes: Income is calculated as 4.5 percent of the value of the endowment at the end of the fiscal year and represents funds added
to the annual budget, not total income generated by the endowment. FTE = full-time equivalent.
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Pell Grant Recipients

The number of Pell grant recipients can provide an approximation of the share of low-income students
at an institution (figure 3). International students and undocumented students are not eligible for
federal aid and would thus be unaccounted for in this measure. In addition, although many Pell grant
recipients live below the poverty level, others are from households with incomes two or two and a half
time the poverty level, so this is not a perfect measure of the income distribution of the student body.

FIGURE 3
Share of Students Receiving Pell Grants, by Deciles of Endowment Assets per Student
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Source: Urban Institute analysis of Integrated Postsecondary Education Data System data.
In both the public and private sectors, well-endowed institutions enroll much smaller shares of Pell

recipients than less-affluent institutions. In the private sector, nearly half of students at institutions in
the lowest decile based on endowment per student receive Pell grants. In contrast, 15 percent of
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students at the wealthiest colleges and universities are in this low-income population. The patternis the
same at public four-year institutions, though the range is smaller.

Net Price

The relatively low share of Pell recipients at the best-endowed colleges and universities is not a result of
the prices they charge low-income students. According to federal data that include only recipients of
federal financial aid, in the public four-year sector, the institutions enrolling the 20 percent of students
benefiting from the highest endowments per student charge higher net prices to students from
households with incomes above $110,000 than do less well-endowed institutions. In 2015-16, net
prices for this high-income group ranged from $17,400 in the lowest decile to $23,800 in the highest
decile.

But the wealthier institutions provide larger amounts of institutional grant aid to students from
households with incomes below $30,000. These households paid the lowest average net price—
$8,400—at the wealthiest public institutions, where net price for the lowest-income students was just
35 percent of the average net price for the highest-income group. Outside of the top endowment decile
in the public sector, low-income students paid about half as much as those in the top income group
(figure 4).

The same pattern is present for low-income students at private institutions (figure 5). On average,
at private nonprofit four-year institutions, high-endowment schools charge very different net prices to
low-income and high-income students. High-income students at the wealthiest schools on average pay
over $40,000; the lowest-income students at the same institutions are paying an average of less than
$7,000. The low-income students at the schools with the largest endowments per student pay an
average net price that is one third of the net price of students in schools with the smallest endowments.
In stark contrast, the students from high-income families pay 62 percent more at the schools with the
largest endowments.
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FIGURE 4
Average Net Price by Family Income and Decile of Endowment per FTE Students, Public Four-Year
Institutions 2015-16
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Source: Urban Institute analysis of Integrated Postsecondary Education Data System data.
Notes: Net price data include only full-time first-time students receiving federal student aid. FTE = full-time equivalent.
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FIGURE 5
Average Net Price by Family Income and Decile of Endowment per FTE, Private Nonprofit Four-Year

Institutions, 2015-16
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Source: Urban Institute analysis of Integrated Postsecondary Education Data System data.
Notes: Net price data include only full-time first-time students receiving federal student aid. FTE = full-time equivalent.
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Conclusion

The large endowments of a few colleges and universities get a lot of attention. Recent federal tax
legislation includes a new tax on the incomes from the endowments of 25 to 30 private nonprofit
colleges and universities. These wealthy institutions enroll fewer than 150,000 of the 4 million students
in the private nonprofit sector and 20 million postsecondary students overall.

Unfortunately, relatively few low-income students are enrolled at institutions with large
endowments. In both the public and private nonprofit sectors, the higher the endowment income per
student at a college or university, the lower the share of its student body receiving federal Pell grants.
However, the high-endowment schools use some of their wealth to reduce the prices they charge low-
income students. This small share of low-income students who attend the best-endowed institutions,
which are more selective in admissions than those with fewer resources, benefit both from the
opportunities offered and from considerably lower net tuition prices than they would pay elsewhere.

Higher education in the US would go further toward reducing inequality of opportunity if more
students from low-income backgrounds could attend the colleges and universities with the most
resources and if more institutions had the resources required to provide strong educational
opportunities at moderate prices to students of limited means.

About the Authors

Sandy Baum is a nonresident fellow in the Education Policy Program at the Urban
Institute and professor emerita of economics at Skidmore College. An expert on higher
education finance, she speaks and writes extensively about issues relating to college
access, college pricing, student aid policy, student debt, and affordability.

Victoria Lee is a research assistant in the Education Policy Program at the Urban
Institute. She supports research on K-12 and higher education policy and works on
projects about college affordability, postsecondary living costs, and graduate student
data. Before joining Urban, Lee was an intern at the US Department of Education in the
Policy and Program Studies Service and at the Center for the Study of Social Policy.

UNDERSTANDING ENDOWMENTS 9



Acknowledgments

This brief was funded by TIAA Institute and the Association of Governing Boards. We are grateful to
them and to all our funders, who make it possible for Urban to advance its mission.

The views expressed are those of the authors and should not be attributed to the Urban Institute,
its trustees, or its funders. Funders do not determine research findings or the insights and
recommendations of Urban experts. Further information on the Urban Institute’s funding principles is
available at urban.org/fundingprinciples.

We are grateful to Matthew Chingos and Kim Rueben for helpful comments.

TIAA

INSTITUTE

ABOUT AGB ABOUT TIAA INSTITUTE

The Association of Governing Boards of The TIAA Institute helps advance the ways
Universities and Colleges is the premier individuals and institutions plan for financial
organization centered on governance in higher security and organizational effectiveness.

education.

ABOUT THE URBAN INSTITUTE

u R B A N The nonprofit Urban Institute is a leading research organization dedicated to
developing evidence-based insights that improve people’s lives and strengthen
communities. For 50 years, Urban has been the trusted source for rigorous analysis
of complex social and economic issues; strategic advice to policymakers,
philanthropists, and practitioners; and new, promising ideas that expand
opportunities for all. Our work inspires effective decisions that advance fairness and
enhance the well-being of people and places.

INSTITUTE

2100 M Street NW
Washington, DC 20037
Copyright © April 2018. Urban Institute. Permission is granted for reproduction of

www.urban.org this file, with attribution to the Urban Institute.

10 UNDERSTANDING ENDOWMENTS


http://www.urban.org/fundingprinciples

