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TakeAwAys
1	Finding and embracing opportunity, whether with bold, ambitious strokes or with carefully considered cuts and targeted 

investments, is crucial in troubled economic times.

2	While across-the-board cuts and freezes may be more politically palatable, resolute risk taking may benefit an institution 
more in the long run.

3	Grand transformations aren’t right for all institutions. But smart strategic choices and investments not only can soften the 
blow of economic troubles, they also can provide a strong and growing competitive advantage.

What Would Warren Buffett do? the  counterintuitive approach of the world’s greatest value investor 
may be the best hope for colleges and universities during this recession. Buffett’s time-tested philosophy of 
seeking value and investing for the long term remains a sound approach, even if his short-term returns have 
declined along with those of the rest of the world in the current downturn.

B y  r i c h a r d  a .  h e s e l ,  d a v i d  W . s T r a u s s ,  a n d 
B e n J a M i n  G .  e d W a r d s

no time for timidity
A “Buffett” approach to weathering 

the economic crisis and coming out ahead

Similarly, while it may sound strange to think about plan-
ning for the future when the present is so frightening, seiz-
ing opportunity during a crisis has paved the path to success 
in previous recessions for some exemplary institutions in 
american higher education.

In the current recession, some institutions see opportunity 
and are planning accordingly. 

as david rhodes and daniel Stelter suggest in a recent 
Harvard Business Review article, wise organizations do not 
lose sight of “something crucially important: the hidden but 
significant opportunities nestled among the bad economic 
news.” a Buffett-like outlook calls for identifying those 
opportunities and moving decisively to take advantage of 
them. as rhodes and Stelter argue, the best organizations do 
more than survive a downturn: “they position themselves to 
thrive during the subsequent upturn.”

Colleges and universities, too, are well advised to follow a 
similar strategy. Smart institutions fight pressures to lower 
everything to the same common budget denominator. they 
ask: What if a threatened strategic initiative would actually 

improve net tuition revenue, produce enrollment gains, win 
greater alumni support, or strengthen their institution’s 
competitive position in an increasingly tough market? Some 
take even bolder steps, investing in innovative initiatives that 
would be a calculated risk even in flush times.

Given the high stakes associated with both cuts and new 
investments, we wondered: are there precedents of institu-
tions effectively adopting a Buffett-like strategy during a 
financial downturn? how did they emerge in a lead position, 
and what actions did they take to develop an advantage? 
finally, what lessons might they suggest for college and uni-
versity leaders today? 

We have chosen four instructive cases of innovative 
actions: hendrix College, Virginia Polytechnic Institute and 
State university, Worcester Polytechnic Institute, and duke 
university. the four represent quite different situations, 
institutions, and responses, but each demonstrates a varia-
tion on the Buffett approach: finding and embracing oppor-
tunity in troubled times.

our examples range from the bold strategic stroke (trans-
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forming an institution through ambitious investments in 
curricular innovations and other initiatives) to the highly 
strategic management of budget trade-offs (making carefully 
considered cuts and then targeted investments in ways that 
advanced an institution’s long-term strategic objectives).

Hendrix College: Daunting Challenges, 
audacious Response 

A n economic crisis can bring clarity to the 
mission and work of an institution. the 
2001–03 recession, a contraction of the 
u.S. economy driven largely by the collapse 

of the dot.com bubble, brought troubling trends to a head 
for hendrix. though considered a top college in arkansas, 
recruiting top in-state students was getting tougher, and the 
college’s reach out of state remained relatively limited. net 
revenue had been in decline for several years, competitive 
pressure was steeply on the rise from a well-funded honors 
program at the state’s flagship public university, and hen-
drix was hit hard by the recession-induced elimination of 
a state scholarship program that had funded many of its 
highest-performing students.

rather than simply continuing to pare operations and 
budgets, however,  hendrix’s president and board of trust-
ees decided to act boldly. Market research determined how 
to strengthen the college’s market position, focusing on 
the potential impact of elevating various pedagogies and 
emphases that already were rooted, if serendipitously, in 
the educational experiences of many students at hendrix. 
the research findings were dramatic: among the options 
the college was considering, several strategic initiatives built 
around the core concept of an intensively hands-on approach 
to the liberal arts would position them to draw significantly 
larger numbers of applicants and matriculating students. 
further, the college’s strengthened appeal would improve 
“price elasticity,” enabling it to increase its cost of atten-
dance substantially. 

Struck by the magnitude of the challenge to the institu-
tion, yet emboldened by the market research and by college 
leaders’ support for the push toward innovation across the 
curriculum and student life, the board, faculty, and admin-
istration acted quickly. the resulting odyssey program 
codified an approach to engaged learning in the liberal arts 
built around a cohesive experiential pedagogy: all students 
would complete several qualifying hands-on  learning experi-
ences appropriate to their interests and fields of study. the 
program soon took hold in areas including classroom activ-
ity, independent projects, internships, research, and service. 
financial support was provided for student- and faculty-ini-
tiated experiences. the college raised its price by $5,000, 
but also offered increased financial aid to recognize student 
accomplishments related to odyssey’s objectives. and new 
leadership in enrollment management re-engineered its 
communications and recruitment efforts.

“It’s very difficult to turn around an institution that 

has overreacted and allowed itself to be pushed into deep 
retrenchment mode,” says hendrix President J. timothy 
Cloyd. “People should act boldly in a crisis. the academy is 
not always bold, but there is opportunity for those who are 
willing to be bold.” 

not only did odyssey put real teeth in hendrix’s commit-
ment to engaged liberal learning, the boldness of the plan 
also inspired supporters to step up with major gifts to seed 
the effort. Within two years, enrollment of qualified new stu-
dents was up by more than 40 percent, and the college expe-
rienced a sharp uptick in net revenue. In fact, enrollment 
quickly exceeded the board’s 30-percent growth objective.   

Virginia “Flagships” Spark New State 
Funding Model

F or public institutions facing daunting cuts in 
appropriations and urgent questions relating to 
the very nature of their relationships with state 
government, Virginia Polytechnic and State uni-

versity and its peers provide a telling example.
the 2001–03 recession was not kind to Virginia tech, 

or any other public university in the state of Virginia. In the 
latter two years of the recession, state support for Virginia 
tech’s operating budget fell by 9 and 8 percent, respec-
tively. State support for the university of Virginia and the 
College of William & Mary, its flagship peers in Virginia, 
declined by similar proportions. 

Concerned about affordability, Virginia tech’s leadership 
and board had always been extremely cautious about tuition 
increases. But facing severe budget pressures, and con-
strained by state regulations and practices that not only lim-
ited its flexibility in setting its tuition price but also created 
costly restrictions and complexities regarding budgeting and 
spending, Virginia tech teamed with u.Va. and William & 
Mary to conceive a sweeping change in the structure of the 
universities’ relationships with the state. 

these institutions, with the support of their boards, 
floated a plan initially known as the Charter Initiative. the 
plan, which was originally intended to cover the state’s three 
flagship publics, called for the state to allow greater flexibil-
ity in tuition pricing and loosen controls on the more costly 
budgeting restrictions, in exchange for reduced state sup-
port for specific operating components of the budget. 

Virginia tech leaders’ aversion to excessive tuition 
increases, as well as their concern that state officials would 
resist granting greater pricing flexibility if they thought it 
might penalize less-affluent families and communities in 
Virginia, led them to believe that unimpeachable evidence 
would be needed regarding the potential impact of major 
tuition increases on students in key socioeconomic groups 
and regions throughout the state. So  Minnis ridenour, 
executive vice president and chief operating officer, commis-
sioned a sophisticated research study that surveyed prospec-
tive students throughout Virginia, and in major out-of-state 
markets. the study created a predictive model of the impact 
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Questions Boards Should ask
How can a college or university best seize opportunity 
in a recession? To determine the answers, boards need 
to ask some critical questions that go beyond conven-
tional analysis:

l How will the choices before us help or hinder our 
ability to pursue our institutional mission and direction? 
It is essential to scrutinize budget cuts and priorities 
not only from a financial point of view, but also from 
the standpoint of ensuring they do not compromise the 
mission and strategic momentum of the institution. 

l How can we rethink our “product” and our pricing 
strategies to create competitive advantage? A reces-
sion provides an unusual impetus to consider curricu-
lar, infrastructure, pricing, and other innovations that 
can strengthen an institution’s position and improve its 
long-term financial outlook. But action must be bold; 

marginal initiatives will likely produce inconsequential 
results.

l Are our marketing and promotional strategies 
right for present circumstances? In tough economic 
times, an institution is wise to focus on efforts that 
will strengthen its competitive position and revenue 
generation rather than on amorphous image or brand 
building.

l Is there solid evidence about which options will 
produce the greatest gains in the marketplace, par-
ticularly in tuition and philanthropic revenue? Assess-
ments of both vulnerabilities and opportunities must 
be made. And research must be conducted that simu-
lates projected outcomes on key variables such as 
enrollment, net revenue, and alumni support. 

that various levels of tuition increases would have on applica-
tion and enrollment rates.

the results provided persuasive evidence that Virginia 
tech could increase tuition by unprecedented amounts 
without upsetting the socioeconomic, racial, quality, or geo-
graphic balance of its applicants and matriculants. armed 
with these data, Virginia tech, along with u.Va. and Wil-
liam & Mary, were able to build momentum for the Charter 
Initiative, which became “the restructured higher educa-
tion financial and administrative operations act.” the 
legislation provided greater autonomy over capital building 
projects, procurement, and personnel, as well as setting of 
tuition and fees. It allowed for three levels of autonomy, 
depending on each institution’s financial strength and abil-
ity to manage day-to-day operations. It also required institu-
tions to develop six-year academic, financial, and enrollment 
plans, as well as detailed plans for meeting statewide objec-
tives, including a number of accountability measures to pre-
serve accessibility and affordability.

the initiative was ultimately approved by the legislature 
and expanded to cover all Virginia public institutions, 
becoming a model for other states. 

Worcester Polytechnic’s Daring Staves 
Off Recessionary Cuts 

T ransformational action in a down economy is 
not a new phenomenon. Worcester Polytechnic 
Institute provides an earlier compelling exam-
ple. In 1970, by an overwhelming majority, 

WPI faculty members approved what would be one of the 
most sweeping and daring reforms of an engineering curric-
ulum ever undertaken by an american college or university. 
looking back, it seems even more bold and risky because the 
WPI Plan was largely implemented during the 1973–75 

recession, which resulted from the arab oil embargo and 
was at its time the worst since the depression. 

William Grogan, one of the architects of the WPI Plan 
and the dean responsible for its implementation, recalls 
the impetus that encouraged WPI to overhaul its engineer-
ing curriculum. “In the 1950s and early 1960s with the 
threat of the atomic bomb and the launch of Sputnik, there 
appeared to be a disconnect in the field of scientific engi-
neering—engineers were more concerned about the science 
of engineering than its effect on humankind. It also was 
clear that engineering curricula were pretty much the same, 
heavily weighted towards science without any humanistic 
context for the application of engineering science in the real 
world. 

“We also realized that WPI was offering the same cur-
riculum as any state university, but we were charging three 
to four times more in tuition. We felt that as a privately 
endowed institution we needed to do something different, 
and we saw the national need for a major reform of the engi-
neering curriculum. So we created the WPI Plan, which at 
the time was considered a revolution in undergraduate engi-
neering education.”  

While the WPI Plan was not undertaken for economic or 
marketing reasons, the bold, visionary nature of the plan 
helped the institution secure funding from private foun-
dations at a time when WPI was experiencing a decline 
in alumni contributions and other funding. “We did not 
waver. We were taking a very dramatic step and essentially 
converting a portion of our program to the liberal arts,” 
says Grogan, now retired. “that made it possible for us to 
approach foundations such as Mellon and rockefeller that 
had a history of giving money to liberal-arts colleges but not 
to engineering programs. our big idea got their interest and 
enabled us to secure significant funding for the develop-
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ment of our new program.”
Creating and implementing the WPI Plan had an imme-

diate impact, and enhancements over time have helped 
the institution attain important enrollment and other insti-
tutional goals. even now, Grogan notes, “the majority of 
students come to WPI because of key elements of the Plan. 
the size of our pool of qualified applicants has risen tre-
mendously, with nearly 6,000 applications for our entering 
freshman class of 900. Sixty-five percent of WPI students 
now study overseas at 25 project centers on five continents, 
working on significant projects at the interface between sci-
ence or technology on the one hand and social concern or 
human values on the other, to benefit people and communi-
ties around the globe. We wouldn’t be in nearly as strong 
a position today if we hadn’t taken those bold steps with a 
recession upon us.”

Grogan’s advice to other institutions: “If you’re going to 
make a change, make a big change. don’t do it piecemeal. 
Bold ideas are much more easily approved and supported 
than timid ones. In higher education, trivial ideas with 
trivial consequences result in trivial debates with trivial 
consequences.”

Duke Trade-offs Lead to National 
Prominence

F or some institutions, careful, strategic cutting 
and investment are more appropriate than the 
broad, transformative stroke. Consider duke 
university during the recession in the early 

1980s. as it weathered the stresses of the downturn, duke 
very deliberately focused its resources in areas that would 
most quickly and surely lead it to greater national promi-
nence. a retrenchment study leading to the closing or scal-
ing back of programs no longer central to duke’s mission 
was coupled with a deliberate strategy to recruit outstanding 
faculty members in selected departments. 

rejecting the idea of across-the-board freezes or cuts, 
duke’s academic leaders made choices. they favored areas 
that drew significant attention—the best-known example 
being the highly accomplished and controversial actions 
that, according to Lingua Franca, “took a respectable but 
staid Southern english department and transformed it 
into the professional powerhouse of the day“ under a new 
chairman, Stanley fish. and leaders focused on initiatives 
that built upon duke’s proximity to the rapidly emerging 
research triangle Park and its concentration of high-tech 
companies and organizations. established and rising faculty 
“stars” were recruited and given resources to build inter-
disciplinary centers in fields of particular promise—for the 
most part, interestingly, in the graduate school, rather than 
in the professional schools where duke had historically been 
stronger.

the strategy worked: It is widely agreed that duke was the 
success story of that generation, a strong regional univer-
sity that took its place among the top national institutions, 

much as Stanford had done in an earlier era. and much of 
the credit for that final push can be attributed to strategic 
management of budget trade-offs beginning in a time of 
recession.

The enduring Value of Decisive action

T he lesson for college and university leaders 
today: avoid being backed into making across-
the-board cuts and freezes or other politically 
palatable moves. rather, consider seriously 

whether your institution could benefit from resolute risk 
taking. If so, act boldly. If not, strive to ensure that the insti-
tution makes cuts and investments strategically. at a mini-
mum, this will avoid weakening its position and, at most, it 
should enable the institution to emerge in a stronger posi-
tion as the economy rebounds. 

history provides compelling evidence that such a Buffett-
like approach can work, and not just for institutions with 
large endowments. In the face of daunting circumstances, 
institutions have made smart strategic choices and invest-
ments that not only softened the blow of economic trouble, 
but also provided a strong and growing competitive advan-
tage that produced benefits for years to come. n
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