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Dear President Tilghman: 
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Attached please find the Priorities Committee's report on the University's budget and 
recommendations for the fiscal year 2012-13 (FY13). The operating budget has benefitted 
from a number of encouraging developments, including the University's successful completion 
of a plan to save $170 million annually and PRINCO' s achievement of an excellent return on 
the endowment of21.9% in FY11. As a result, the spend rate on the endowment dropped to 
4.39% at the beginning ofFY12. Despite this good news, the University budget continues to 
reflect lingering impacts from the recent recession, and the Committee was able to recommend 
a balanced budget only through continued financial discipline and a planned draw on one-time 
reserves. 

The Priorities Committee's budget recommendations fall into three major categories: tmtwn 
and fees, employee salary pools, and, when possible, additions to program. The Committee 
also advises SUMAR ("Strengthening University Management and Resources"), an 
administrative group devoted to finding and implementing cost-saving strategies around the 
University. This year the discussions with SUMAR centered on "bending the trend" of the 
rising cost of health care and other benefits. 

The Committee deliberated on the increase in tuition and fees in consultation with members of 
the Board of Trustees' Committee on Finance. The Committee recommends a total fee 
package (tuition, room, and board) of$51,280 for next year, which amounts to a 4.5% increase 
over last year's package. This recommendation both recognizes the investment needed to 
sustain Princeton's excellence and also keeps Princeton firmly at the bottom of its comparison 
group: Princeton's FY13 fees will be more than $1200 below the FY12 package of its nearest 
competitor. 

As you know, all students who receive financial aid are insulated from any increases, since aid 
packages are automatically adjusted to compensate for changes in fees. This Priorities 
Committee, like its predecessors, was proud to endorse an increase in the Financial Aid budget 
that will maintain Princeton's commitment to full access to its education to any student who is 
admitted, regardless of ability to pay and without the need for loans. If the Committee's 
recommendations are accepted, Princeton's scholarship budget, which is anticipated to 
increase by 5.6%, will once again rise more rapidly than the fee package. 



--- --------

After reviewing data on salary markets presented by the Dean of the Faculty and the 
Vice President for Human Resources, the Committee recommended salary pools in line 
with those of last year in order to compensate its faculty and staff members competitively. 
The Committee also recommended a small one-time accommodation in the salary pools for 
an expected bulge in faculty promotions resulting from increased hiring at the junior level 
and more rapid advancement to the rank of full professor. 

While the $500,000 in budgetary additions that the Priorities Committee was able to 
recommend did not allow for major new initiatives this year, it will support some important 
ongoing priorities for the University in areas of internationalization, health and wellbeing, and 
public safety. Among the recommendations are funds to support the University's study abroad 
programs; to expand access to Dillon Gymnasium and maintain equipment at the Stephens 
Fitness Center; to increase dispatch capacity in the Office of Public Safety; and to enable the 
Office of Human Resources to conduct background checks on candidates for administrative 
and staff appointments at the University. 

Although the Committee's recommendations yield a balanced budget for FY13, projections 
show that the current trends of growth in income and expense, if they continue unchanged, are 
not sustainable. The University accordingly must continue to seek out creative ways to find 
efficiencies and reduce expenditures. Most importantly, the University must concentrate its 
resources on the priorities that are most crucial to its mission of first-class research and 
teaching. 

I am very grateful to the faculty, student, and staff members ofthe Priorities Committee who 
gave up many hours to its work, faithfully carrying out their commission on behalf of the 
University community. They are a pleasure to work with and as dedicated a group of 
University citizens as I have encountered. I also want to take this opportunity to thank five 
people who labor both at the meetings and behind the scenes to support the Committee in its 
work: Steven Gill, Aly Kassam-Remtulla, Ellen Riscoe, Katherine Rohrer, and Steve Semenuk. 
Each of them brings a valuable set of skills and an incomparable level of devotion to his or her 
role in this important process. 

For the Committee, 
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I.  Introduction    

 

 The Priorities Committee, established in 1969 as a charter committee of the Council of 

the Princeton University Community, is a deliberative body that recommends the University’s 

operating budget for the next fiscal year to the president and Board of Trustees of the 

University. The provost chairs the Committee, whose members include tenured and non-

tenured faculty members, graduate and undergraduate students, and staff.  

 

 The Priorities Committee typically convenes in the months of October through January. It 

structures its work in four parts: a set of orientation meetings during which budgetary basics 

are reviewed, a series of presentations from senior officers, deliberative meetings to determine 

the Committee’s recommendations, and a final set of meetings for the production of this 

report. During the presentations phase, senior officers of the University present their highest 

priority needs to the Committee, which evaluates them in the context of the full range of 

competing claims on the University’s available resources.  All presentations to the Committee 

are preceded by detailed written reports from the senior officers. (Copies of these reports are 

available to members of the University community on the provost’s website at 

http://www.princeton.edu/provost/priorities-committee/pricomm-2011-2012/.) 

 

 Each year the Committee also holds an open meeting to hear from any interested 

members of the University community who wish to comment on the priorities for future 

budgeting. In December the Committee formulates its tentative recommendations, which are 

expected to result in a balanced budget, and discusses them with the Finance Committee of the 

Board of Trustees. Reconvening in early January, the Committee finalizes its 

recommendations and submits them to the president for her approval and transmission to the 

board later in the month. The recommendations for the 2012–2013 (FY2013) operating budget 

are discussed in detail below. 

http://www.princeton.edu/provost/priorities-committee/pricomm-2011-2012/
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II. Budgetary Background 

 

 The Committee began its work in a fiscal context that, while still challenging, was 

considerably more favorable than seemed possible during the depths of the global financial 

crisis.  The University successfully completed its two-year, $170 million budget adjustment 

plan in June 2011.  All academic and administrative units achieved or surpassed their budget 

reduction targets.  Demand for undergraduate financial aid stabilized with approximately 60% 

of the student body on aid; during the recession, the Financial Aid Office projected that this 

percentage might rise to 63% or higher because of the downturn’s impact on students’ 

families.  Last year’s accounting change, which eliminated the “thirteen-month lag” and 

replaced it with the more transparent Infrastructure and Administrative Charge, proved more 

favorable both to this year’s University-wide bottom line and to the value of endowed 

accounts than our conservative projections anticipated.  Meanwhile, PRINCO reported an 

impressive 21.9% return in FY2011 on the heels of a 14.7% return in FY2010.  Both of these 

numbers were substantially higher than any that the University used in its projections during 

the financial crisis.  As a result, the University’s endowment spend rate at the beginning of the 

current budget year (FY2012) was 4.39%, below the midpoint of the spend rule policy band 

(and, indeed, lower than the spend rate was in FY2008 before the crisis hit). 

 

 Despite these many encouraging developments, the need for continued budgetary 

discipline remained clear and urgent.  The national and international economic prognosis was 

dodgy at best:  though markets rose in FY2011, unemployment remained high.  During the 

period between PRINCO’s closing in June and the Committee’s first meeting in October, 

financial markets tumbled, and the Euro zone teetered at the brink of a debt-fueled crisis.  

These unfavorable circumstances made it likely that endowment returns this year would be 

leaner than in the last two, and a negative year seemed quite possible.  In Washington, budget-

cutting was the order of the day.  The University had to prepare for the strong likelihood of 

freezes or reductions of federal support for sponsored research. 

 

The University’s own budget, moreover, remained in structural deficit—or, more 

precisely, was balanced only through draws upon one-time reserves.  These draws were both 



3 
 

modest and strategic:  in the course of its two-year budget adjustment effort, the University 

redeployed one-time surpluses in departmentally managed accounts to create an operating 

reserve which it planned to flow into the budget over a ten-year period.  Because of the many 

favorable budget developments described above, the University is drawing down this reserve 

more slowly than anticipated.  The draw in FY13 will be in the range of $4 million.  Yet, 

although the gap is small and exists by design rather than accident, closing it remains a 

priority.  Finally, the University’s recovery was aided by $1 billion of taxable debt that it 

borrowed to support operations.  The repayment plan for that debt is fully incorporated into the 

University’s operating budget, but that obligation is a further constraint on the University’s 

budgetary flexibility and a reason for caution. 

 

 This peculiar combination of budgetary progress and economic volatility helped to 

generate several considerations that guided the Committee’s deliberations about the FY13 

budget: 

 

• The University needs to maintain the budget discipline that it has imposed over the 

past two years:  it must sustain the efficiencies that it has achieved and look for 

additional ones that will enable it to meet new costs and capitalize on opportunities 

for improvement. 

 

• The University must continue to focus intently on its highest priority needs—in 

particular, it must provide the resources necessary to attract and retain the human 

capital—faculty members, graduate students, undergraduates, and staff—crucial to 

its excellence. 

 

• The University should eliminate its annual draw on one-time funds as soon as 

possible and begin rebuilding the strategic reserves that it relies upon to recruit new 

talent, fund new initiatives, and respond to economic adversity. 
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III.  Cost Savings 
 

 One lesson learned from the great recession was that the University needed more 

effective mechanisms to identify opportunities for budget efficiency and to enhance 

management practices.  To improve its performance in this regard, the University created a 

committee called SUMAR (“Strengthening University Management and Resources”), which 

meets regularly to design and implement cost-saving strategies.   SUMAR’s membership 

includes the executive vice president (who chairs the committee), the provost, the treasurer, the 

vice president for human resources, and members of their staffs.  Treby Williams, the assistant 

vice president for safety and administrative planning, serves as secretary to SUMAR and 

oversees many of its initiatives.  SUMAR meets annually with the Priorities Committee to 

review these strategies and to seek the Committee’s counsel and blessing with regard to 

changes that will have broad and potentially controversial community-wide impact.  Over the 

past two and one half years, SUMAR has tracked approximately 60 completed, current, and 

proposed initiatives that are projected to save more than $13 million annually from 

departmental budgets and central accounts.  SUMAR informed the Priorities Committee that 

its five highest priority initiatives for FY12 pertained to vehicular fleet management, computer 

server consolidation, new financial and budgeting tools, absence management for staff 

members, and controlling the costs of health care benefits. 

 

 The last of these items was the principal subject of discussion between SUMAR and the 

Priorities Committee this year.  For the last two years, SUMAR has been working with the 

Benefits and Work Life Team of the Office of Human Resources to “bend the trend” on the 

cost of healthcare and other benefits while preserving the University’s commitment to be a 

beneficent employer.  SUMAR and Human Resources received some initial guidance from last 

year’s Priorities Committee about how to pursue these twin goals, and they then worked with 

the consulting firm of Towers-Watson to design cost-savings strategies consistent with 

Princeton’s demographics, existing programs, culture, and values.  Both SUMAR and Human 

Resources regard it as essential that these changes enjoy community acceptance:  Princeton 

worked hard to protect the integrity of its benefits when it made its budget reductions over the 

last two years, and the University’s employees clearly appreciated this choice.  SUMAR and 



5 
 

Human Resources accordingly met with the Priorities Committee multiple times this year to 

obtain further feedback about their tentative recommendations.  

 

 The Priorities Committee endorsed several of SUMAR’s key recommendations, but it 

also encouraged refinements designed to ensure that any changes to the benefits plan would 

preserve important protections for employees, including those in lower-paying jobs.  The 

Committee’s specific advice to SUMAR consisted of five points: 

 

1. SUMAR and Human Resources had suggested that the University might follow the 

example of other institutions that had adopted a tiered employee payment structure for 

health care benefits, in which employees with lower salaries were charged lower 

monthly premiums than higher-paid employees.  The Priorities Committee did not 

believe that it had enough information to judge whether it would be desirable to index 

health insurance premiums to salary in this way.  Committee members expressed 

concerns about the complexity of the resulting system; about how the salary tiers 

would be determined; and about how many relatively low-paid workers might actually 

be from high-earning two-income families (which would lead to an equity problem).  

The Committee suggested that SUMAR and the benefits team should collect and 

present more data before pursuing an option of this kind. 

 

2. The Committee endorsed continued exploration of policies designed to reduce health 

care costs by providing employees with incentives to stay healthy and to choose more 

cost-effective health care providers.  In addition to endorsing options suggested by 

SUMAR, Committee members stressed the benefits that would flow from 

communicating effectively with University employees about significant differentials in 

cost for comparable health care services. 

 

3. The Committee concurred with SUMAR’s recommendation that the University reduce 

the extent of its life insurance coverage, which is more expensive than plans at peer 

institutions but does not appear to be an important factor in attracting or retaining 

employees.  At the same time, the Committee recognized that under-insurance may 
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also be a problem.  The Committee urged SUMAR to consider how best to structure 

the modified plan—including communication about how to buy additional coverage—

to avoid the possibility that an employee’s family will face severe financial hardship 

upon the death of an employee. 

 

4. The Committee agreed with SUMAR’s proposal that it would be desirable for the 

University to consider shifting its supplemental retirement savings plans from an “opt-

in” to an “opt-out” basis.  The switch to an “opt-out” plan responds to data indicating 

that many Princeton employees are not now saving enough money for retirement. 

 

5. The Committee agreed with SUMAR’s recommendation that the University should 

modestly increase retiree contribution rates to its health care plan in ways that would 

make them comparable to rates at peer institutions. 

 

SUMAR and the Office of Human Resources will continue to refine the proposals, and to vet 

them with the University community, with the expectation of implementing some changes in 

time for calendar year 2013.  SUMAR and the Benefits Office project that the savings from the 

proposed changes will exceed $600,000 annually.  They may eventually exceed that figure by 

a considerable amount, and they will also slow the growth rate for future costs.  Some of the 

savings will be realized in FY13, but others—especially those that depend on changing the 

health-care choices made by employees—will take several years to mature. 

 
 

IV. Recommendations  

 
A. Salary Pools 

 

 Even during the worst of the economic crisis, the Trustees urged the administration and 

the Priorities Committee to ensure that faculty and staff salaries were sufficiently high to 

attract and retain the exceptional talent that the University needs to carry out its mission.  

Successive Priorities Committees concurred fully with this advice and emphasized its 

importance in their reports.  Last year’s Committee was pleased to be able to restore 
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meaningful merit pools after two years of very limited raises.  Recognizing the need to direct 

dollars to the most valued and sought after faculty and staff members, last year’s Committee 

also added to the “special pools” used for promotions and retentions. 

 

 The Committee’s concern proved well justified.  The dean of the faculty reported that the 

University faced intense competition last year for the faculty members that it wished to recruit 

and retain.  The dean’s report led this year’s Committee once again to look with special care at 

the adequacy of the University’s salary pools.  As in past years, both the dean of the faculty 

and the vice president for human resources presented data about salary trends in the diverse 

employment markets relevant to the University.  On the basis of the information presented by 

the dean and the vice president, the Committee concluded that a merit pool identical to last 

year’s would both provide managers with the flexibility needed to reward meritorious 

performance and provide employees with raises competitive enough to keep them at Princeton.  

The Committee also recommended that the University repeat the “special” (or “promotion and 

adjustment”) pools that it provided last year, but the Committee added a one-time supplement 

to the Faculty special pool to accommodate a bulge in anticipated promotions.  The bulge 

stems from the University’s emphasis on hiring at the junior level whenever possible, the 

University’s increasing ability to pick top-flight talent and mentor its junior faculty so that 

they receive tenure, and the increasing rapidity with which faculty members move through the 

associate professor rank and reach the position of full professor.   

  

B. Programmatic Recommendations 
 

 The University’s base budgetary model assumes that the Priorities Committee will 

have at least $500,000 to allocate to urgent requests for programmatic additions (when the 

University was re-baselining its budget during the recession, however, even this amount was 

eliminated).  When the University enjoys budget surpluses, the Committee may have more 

funds to allocate.  Because the University currently remains in deficit and dependent on draws 

from one-time reserves, the Priorities Committee had only $500,000 to allocate among 

requests for additions to program.  The administration communicated this fact in advance to 

the University’s cabinet officers.  Most units accordingly exercised great restraint, bringing 
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requests to the Committee only if they were compelling and only after the unit had worked 

hard to achieve internal reallocations to meet the need.  As a result, the Committee had only 

$740,000 in requests presented to it, but its choices were nevertheless difficult. 

 

 In years when the Committee can allocate only $500,000 or less, it has no ability to 

approve significant new initiatives and so must focus on needs that are urgent because of their 

relationship to unaddressed risks in the University environment or to rapid growth in the scope 

of a valuable University activity.  The Committee’s recommendations this year fit that pattern. 

 

 Two of the Committee’s recommended allocations pertain to security concerns.  The 

Committee endorsed a request from Human Resources for funds to expand the use of 

background checks in the hiring of new University employees.  More than half of the 

University’s administrative units—including Facilities, Public Safety, and Finance & 

Treasury—routinely conduct such checks now; the new policy would extend this voluntary 

practice to all employees other than faculty members.  In order to support this expanded level of 

activity, Human Resources requires a budget supplement to pay for the additional background 

checks and to support an employee capable of administering the checks and following up on 

any information received from them.  After hearing evidence about the utility of these 

background checks to the departments that now rely on them and about practices at other 

universities, the Committee believed that the proposed expansion of the policy was desirable.  

The Committee discussed at length whether a full FTE was necessary to implement the new 

policy and asked for additional information from Human Resources about this proposal; it 

eventually concluded that the request was well justified.  In approving the full FTE, some 

faculty members on the Committee suggested that the University should study the possibility of 

expanding background checks to embrace all employees (including instructional faculty).  The 

Committee regarded this potential expansion of the program as both sensible and consistent 

with principles of institutional equity, and the Committee members expressed the hope that the 

new FTE might provide enough capacity to accommodate the eventual broadening of the 

program without a further budgetary addition. 

 

 



9 
 

 The second security-related request emanated from the Department of Public Safety.  It 

will increase Public Safety’s dispatch capacity to strengthen public safety response, as well as 

enhance critical security protocols that affect specific areas on campus.  The New Jersey State-

certified emergency medical / 911 dispatchers who staff Public Safety’s communications 

center answer calls for service, monitor intrusion detection and fire alarm systems, and 

respond by providing information and dispatching officers, assets, and emergency personnel to 

incidents as appropriate.  The Committee determined that the proposed staffing levels were 

well justified and consistent with best practices.  The Committee also noted with approval that 

the request capitalized on a reorganization within public safety that reduced the overall cost of 

the changes and allowed for more efficient pursuit of campus security needs. 

 

 The Committee’s other recommendations pertained to growth in two areas, study 

abroad and the use of Dillon Gym for campus recreation.  Study abroad, which is a major 

University priority, has been increasing rapidly.  Five years ago, around 36% of graduating 

seniors had undertaken a substantial international experience of four weeks or longer during 

their time at Princeton.  Last year, the number surpassed 50%.  The University expects and 

hopes that this growth will continue.  The staff in the Office of International Programs needs to 

grow both to help students find placements overseas and to address the risks that they face 

when abroad.  The new staff member requested by this office would both work with academic 

departments and the associated administrative offices to develop new courses and programs 

abroad and assist in managing international summer internships. Committee members 

expressed strong support for the educational benefits of study abroad and found the case for 

the additional staff member compelling. 

 

 With some regret, the Committee did not fund a second request related to the 

University’s growing portfolio of international activity.  The request would have created a 

position within the dean of the faculty’s office devoted to helping departments with the hiring 

of foreign nationals abroad (to support international teaching and research activities).  The 

Committee recognized that such hiring is complex, country-specific, and increasingly frequent.  

Discussions with staff members from the dean’s office led the Committee to conclude, 

however, that these issues could be responsibly handled, for the time being, by existing 
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personnel in that office and elsewhere in the University.  As levels of activity continue to 

increase, a future Committee may need to consider funding the requested position. 

 

 Activity levels at Dillon Gymnasium presented another, much more local example of 

unfunded growth.  Students and other members of the University community use the 

gymnasium and its facilities—especially the Stephens Fitness Center—very heavily.  The high 

usage levels are consistent with the University’s conception of a healthy student lifestyle and 

with its more general commitments to health and well being (as articulated by a presidential 

task force seven years ago).  Vice President for Campus Life Cynthia Cherrey accordingly 

worked with the Graduate and Undergraduate Student Governments to develop a request 

focused on recreational needs, including the need for a fund to maintain the heavily used 

fitness equipment at Stephens and the desire for additional opening hours at Dillon.  The 

Department of Intercollegiate Athletics and Campus Recreation had found 20% of the amount 

needed to maintain the Stephens exercise equipment within its current operating budget and 

requested the balance from the Priorities Committee.  The overall request sparked several 

spirited conversations about the changing exercise habits of students, faculty, and staff, and 

about the way in which Princeton was and was not spending resources in this area.  The 

Committee ultimately endorsed the requests pertaining to maintenance and to additional 

opening hours.  It was unable to fund, however, a request that would have supported free 

exercise classes on weekend nights. 

 

 The Committee regretfully turned down requests from the Graduate School and the 

Office of the Dean for Research for additional staff.  Requests of this kind were sometimes 

granted before the recession, but the Committee considered these requests in an environment 

where Princeton’s academic and administrative units were all living with cuts made in 

connection with the two-year $170 million budget reduction plan.  The Committee 

sympathized with the demands being placed on the staffs of both units, but urged them to seek 

alternative solutions that might be accomplished within existing budgets. 
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 This set of recommendations left the Committee with approximately $12,000 

remaining from its $500,000 of available funding.  For reasons described below, the 

Committee allocated this money to graduate stipends. 

 
 
C. Graduate Stipends 
 
 Graduate students play critical roles in the University’s research and teaching enterprises, 

and one key component of the University’s mission is to train the next generation of world-

class scholars.  The University accordingly pays great attention to the adequacy of graduate 

stipends with two key goals in mind:  the stipends must be sufficient to attract the most 

talented students to Princeton, and they must provide enough support so that those students can 

focus on their work (rather than their finances) and finish their dissertations successfully and 

in a timely manner (Princeton’s time-to-degree numbers are envied by every other research 

university in America). 

 

 The dean of the Graduate School originally recommended an increase of 3% to base 

stipends, which would replicate last year’s increase.  He noted that the School’s accept/decline 

survey (which asks admitted students why they came to Princeton or went elsewhere) reflected 

favorably on the competitiveness of our stipends.  He also observed, as did the Committee, 

that general inflation had been relatively low. 

 

 One key objective of stipend increases, however, is to ensure that graduate students can 

pay increased housing costs.  As the Committee deliberated over rents and room rates (see 

below), it became apparent that the costs of graduate housing would need to increase by more 

than 3%.  Because the base stipend is in general significantly larger than annual rents, a 3% 

increase to stipends would still exceed (in dollars, rather than in percentage points) the 

increase to room rents.  Nevertheless, after consulting again with the dean, the Committee 

concluded that the increase in housing costs warranted a slightly higher stipend increase than it 

had originally contemplated.  The Committee accordingly recommends a 3.2% increase, to be 

funded by a combination of dollars from the $500,000 package described above and additional 

dollars generated by the fee package increase described in the next section. 
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 In the course of its conversations with the dean of the Graduate School, the Committee 

discovered that the School was concerned about the financial challenges facing some graduate 

students with multiple dependents.  These challenges are often especially acute for foreign 

graduate students with children, since visa restrictions typically prohibit the foreign student’s 

spouse from working.  The Committee urged the dean to come forward with a request 

responsive to this problem during the next Priorities Committee cycle; in the meantime, the 

dean and the University administration agreed to look for interim measures that might aid 

graduate student families experiencing financial distress. 

 
D. Financial Aid 
 

 One of Princeton’s defining commitments is its promise to ensure that a Princeton 

education is affordable to every student.  To implement this commitment, the University has 

improved affordability and access during periods of strong endowment performance by 

strengthening the aid program.  An especially notable set of changes took place in 2001, when 

the University developed its leadership “no loan” financial aid policy.  Pursuant to that policy, 

Princeton now meets the full need of every student entirely through grants:  although some 

students take on modest amounts of debt voluntarily (for example, to reduce their summer job 

earnings requirement), no student is required to take out a loan and the majority of financial 

aid students graduate from Princeton debt-free. 

 

 As a result of these commitments, scholarship spending at Princeton has greatly outpaced 

fee increases at the University for more than a decade.  Indeed, the average “net cost” for 

Princeton students today is actually lower than it was in 2001.  Princeton’s undergraduate 

student aid budget stands at $109.7 million in FY12, with 3102 recipients (60% of the 

undergraduate student body, compared with 46% ten years ago) receiving an average grant of 

$35,352.     

 

 To ensure that Princeton continues to meet its commitments to affordability and access, 

the Committee on Undergraduate Admission and Financial Aid (CUAFA) convenes each year 

and recommends to the Priorities Committee a “stay even” budget that will meet the full need  
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of all admitted students.  The “stay even” budget adjusts aid awards to take into account rising 

costs faced by students, including costs that result from increases to the University fee 

package.  The policy is called “stay even” because it insulates students on aid from increasing 

expenses:  all aid packages are recalculated each year to incorporate increases to tuition, room, 

board, and other expenses.  In addition, expected family contributions and student earnings 

rise much more modestly than the University’s actual costs.  That will be true again in FY13, 

when (according to CUAFA’s estimates) the average parental contribution will rise by only 

1.6% and the expectation of student earnings will remain flat—thus increasing the percentage 

that scholarship dollars will play in paying the full bill. 

 

 One component of next year’s financial aid packages will decrease modestly to reflect a 

savings on textbooks that students have enjoyed beginning this year. Through a financial 

collaboration with the University, Labyrinth Books has begun a pilot program offering 

students textbooks at 30% below the list price.  During the fall semester, 68% of all 

undergraduate and graduate students took advantage of this new discount by purchasing course 

books from Labyrinth.  Given this initial success, the members of CUAFA have recommended 

a reduction in the book allowance from $1,260 to $1,160 (less than 9%) to help continue the 

pilot for another two years.  If the cost of the 30% discount to the University exceeds the 

savings reallocated from the financial aid budget, the provost has agreed to support the 

program through the use of discretionary funds. 

 

 The “stay even” budget incorporates projections about changes in the size of the 

undergraduate population and the percentage of students on aid.  The changes in both of these 

variables are expected to be minimal for next year.  The principal driver for increasing the 

financial aid package is thus the change to the fee package described below.  Even in these 

circumstances, the “stay even” policy—because it protects aid students from cost increases of 

all kinds, not just those resulting from the fee package—once again led CUAFA to recommend 

that total undergraduate scholarship expenditures from Princeton sources rise faster than the 

University’s fee package:  scholarship expenditure will increase by 5.6%, to roughly $116 

million.  The Committee strongly endorsed the University’s leadership commitment to 

financial aid and CUAFA’s “stay even” budget.   
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E.  Fee package and rental rates 

  

 The Committee deliberated over the undergraduate fee package (an aggregate of 

tuition, room, and board) at several of its sessions.  It was aided in its discussions by dialogue 

with the Finance Committee of the Board of Trustees in November.  Though members of the 

Committee differed on matters of detail and emphasis, there was broad consensus around the 

following principles: 

 

• The University should ensure that the education it offers is genuinely affordable for 

every student whom it admits.  More specifically, the University should constantly 

monitor its financial aid program to verify that it continues to meet the full need of 

all students.  In this regard, the Committee noted with approval that both the 

average debt level for Princeton students who borrowed, and the percentage of 

students who borrowed, were lower than at all of our peers and, indeed, lower than 

at virtually any other university—a fact that in November led Kiplinger to rank 

Princeton as the best value among the nation’s private universities. 

 

• The University has a responsibility both to sustain excellence and to do so 

efficiently.  The University should not raise its fees simply because it has the 

market power to do so or because other universities are doing so. 

 

• The University should continue to ensure that a Princeton education is a good value 

for all of its students, including those students whose families receive no financial 

aid and so pay full tuition.  The Committee reviewed an analysis showing that the 

cost of educating an undergraduate at Princeton was somewhere between twice and 

1.5 times the full tuition price.  The Committee concluded that the University 

should sustain this generous subsidy, but that this commitment did not preclude the 

University from incorporating justifiable cost increases into its tuition price. 

 

Past committees have applied similar principles in a manner sensitive to year-by-year 

circumstances.  In each of the last three years, for example, the Committee took note of the 
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global recession and recommended some of the lowest tuition increases that the University has 

implemented over the last forty years.  Last year’s Committee recommended a 1% tuition 

increase and a 1% overall fee package increase, which were the lowest increases since 1966 

and far lower than the increases at any other Ivy League or comparable institution.  In other 

years, the Committee has recommended higher fee package increases that recognize the 

University’s rising costs, including the salary increases that are necessary in order for 

Princeton to maintain a faculty of the highest caliber.  Over time, the University’s philosophy 

has resulted in greater restraint in fee-setting than has been exercised by any of its peers. 

Indeed, over the past fifteen years, Princeton’s average annual increase has been among the 

nation’s lowest, and its net tuition per student has actually declined (even when measured in 

nominal dollars).  Princeton’s tuition and total fees are now significantly below those of any 

other Ivy League (or comparable) institution. 

 

This year’s Committee recommended a fee package increase higher than last year’s 

record-low increase at Princeton but still lower (even in percentage terms, and all the more so 

in dollar terms) than the average increase last year at other Ivy League institutions.  In the 

course of arriving at this recommendation, the Committee members noted that the two-year 

average of the University’s increases would still be comparable to historic lows; that both the 

dollar amount of the University’s increase and the total fee package would almost certainly be 

lower than at any Ivy-plus peers; and that the fee package increase would help to sustain the 

financial aid program that has enabled Princeton students to graduate with less debt than 

students at any comparable institution, public or private, in the country.  The Committee spoke 

extensively to Director of Financial Aid Robin Moscato to understand how fee increases affect 

the families of Princeton students.  The Committee placed special emphasis on the fact that 

Princeton’s aid program ensures that all scholarships will rise to protect aided students from 

the fee increase, and on the fact that Princeton’s aid program extends to some families making 

more than $250,000 per year. 

 

 After further discussions with University trustees in December, and in light of both the 

rising costs faced by the University and the continuing budget discipline demonstrated by units 

throughout the University, the Committee coalesced around a recommended fee package 
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increase of 4.5% consisting of a 4.5% increase to tuition, a 5.4% increase to undergraduate 

room rates, and a 3.8% increase to board plans.  As noted above, the University’s financial aid 

budget will increase by 5.6%—a more rapid increase than the fee package or any of its 

elements. 

The table below specifies the dollar impact of the recommended increase: 

 

 FY2012 % increase FY2013 
Tuition $ 37,000 4.5% $38,650 
Room $   6,596 5.4% $  6,950 
Board $   5,473 3.8% $  5,680 
TOTAL $ 49,069 4.5% $51,280 

 

 The Committee’s recommendations also include a 4.5% ($1,650) increase in the rate of 

regular graduate tuition, from $37,000 to $38,650, the same as undergraduate tuition; a 

comparable increase in the rate of DCE (Dissertation Completion Enrollment) graduate tuition, 

from $2,800 to $2,930; and an increase in the Student Health Plan fee from $1,620 to $1,850.  

The increase to the Health Plan fee is necessary to offset rapidly rising medical costs. 

 

 The Committee reviewed recommendations regarding rents on University housing for 

graduate students, staff members, and faculty members.  These recommendations vary with 

market trends and differ depending on the characteristics of the particular units in question.   

The Committee approved the increases recommended by the housing office, which generally 

ranged from 3% to 4% and averaged around 3.5% (a small number of faculty and staff units 

will see rent increases of 5% because the rents are currently below market).  Rates for rooms at 

the Graduate College will increase 4%. 

 

V.  The Outlook for the Future 

 

At the end of each Priorities Committee process, the Committee reviews projections for 

an additional three budget years beyond the upcoming one.  In most years, the University 

budget office constructs the projections by extending the growth rates recommended for the 

budget year’s salary pools, endowment pay-out, rents, inflation allowances, and other 

variables.  Estimates for items not under the University’s direct control—such as funding for 
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sponsored research, Annual Giving and other fundraising, and taxes and fees—are based on 

assessments of likely average growth rates.  The budget office also layers in the impact of new 

programs, initiatives, and facilities, as well as any changes to undergraduate or graduate 

enrollments. 

 

In past years, the University Budget Office has also assumed that the coming year’s fee 

package would be replicated in subsequent years.  For example, the Budget Office would have 

assumed that the 4.5% fee package increase in FY13 would repeat in FY14 and beyond.  This 

convention was unrealistic—increases fluctuate significantly—and it tended to exaggerate the 

impact of decisions in individual years (by compounding them in a way that did not conform 

to the University’s actual practice).  In order to produce a more illuminating set of projections, 

the Budget Office this year based the projections on a five-year average of recent rate 

increases.  This new approach attempts to provide a more neutral and a more realistic long-

term foundation for analysis of the University’s financial future. 

 

Even with this change, the projections of course remain a set of extrapolations, not a 

forecast. Economic circumstances will inevitably change, and the University’s budgetary 

choices will evolve in response to such changes.  The projections nevertheless serve two useful 

purposes: they test whether recommendations for the upcoming budget year are sustainable, 

and they establish a starting point for the discussions of next year’s Committee. 

 

As was the case last year, the projections underscore the lingering effects of the 

worldwide recession.  If the University were to repeat this year’s salary pools and increases to 

endowment payout, and increase the fee package at rates consistent with historical averages, it 

would face budget deficits beginning at $6 million in FY14 and compounding to $17 million 

per year by FY16.  Despite the successful cost-savings efforts carried out around the 

University, and despite the emphasis that this year’s Priorities Committee placed on balancing 

the budget, the deficits are comparable in size to the ones anticipated by last year’s Committee.  

The deficits persist despite this year’s higher fee package for a number of reasons; the two 

largest factors are lower projected growth rates for sponsored research and limits on our ability 

to control medical benefits in the short term.  The projected deficits would also be lower if we 
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assumed that this year’s fee package increase would be repeated in the future, as we have done 

when formulating projections in the past. 

 

The projected FY14 deficit amounts to less than one-half of one percent of Princeton’s 

total budget.  Nevertheless, deficits of this size require action, and the University will 

accordingly continue to seek cost-saving opportunities through SUMAR and other processes.  

The Committee heard from the provost that if costs cannot be controlled in this way, the 

University would eventually have to address the deficits by using other major budget levers 

under its control.  Doing so would involve demanding choices about salary increase pools, the 

rate of faculty growth, and transfers from the operating budget to the University’s renovation 

and construction programs.  The University trustees might also consider, as they did during the 

recession, whether to allow the endowment spend rate to rise higher than has been deemed 

acceptable in the past, thereby increasing current endowment income at the expense of future 

endowment growth. 

 

After reviewing the projections, the Committee took pride in the efficiencies that the 

University had achieved over the past two years and comfort from the recognition that the 

University is far healthier financially than we would have predicted in the depths of the 

recession.  At the same time, the Committee noted that hard work and difficult choices lie 

ahead:  the University remains in deficit, and sustaining budget discipline will be essential.  

The Committee concluded its deliberations by underscoring the continuing need for the 

University to focus on key priorities so that Princeton can both launch new initiatives and 

preserve the commitments to generous financial aid, superb teaching, and world-class research 

that are the lifeblood of the institution.  
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PRIORITIES COMMITTEE SCHEDULE 
2011 – 2012 ~ Revised 

 
(Unless otherwise noted, all meetings are scheduled for 4:30 p.m. to 6:15 p.m. in Prospect House, Room E.) 

 
Day Date Time Topic Presenter/Invited Guest 

 
Wednesday October  12 4:30 p.m. Orientation Introduction to Priorities Committee 

Operating Budget I 
     
Tuesday October  18 4:30 p.m. Orientation Operating Budget II, Endowment 

 

  5:15 p.m. Orientation Elizabeth Boluch Wood 
Vice President for Development 
 

Wednesday October 19 4:30 p.m. 
 
 

SUMAR I Mark Burstein, Executive Vice President 
Treby Williams, Assistant Vice President for 
   Safety and Administrative Planning 

  5:30 p.m. Q&A for New 
Members 
 

 

Tuesday October 25 4:30 p.m. 
 

SUMAR II Mark Burstein, Treby Williams 
 

Wednesday October  26 4:30 p.m. 
 

Budget Update  

 5:15  p.m. Tuition and Fees Chad Klaus 
   Assistant Vice President, Office of the 
   Vice President for Facilities  

[Fall Recess October 29 – November 6] 
 
Tuesday 
 

November 8 4:30 p.m. Information 
Technology 

Betty Leydon 
   Vice President  for Information Technology 
 

  5:15 p.m. Facilities Mike McKay 
   Vice President for Facilities 
 

Wednesday 
 

November 9 4:30 p.m. Library Karin Trainer 
   University Librarian 

  5:15 p.m. Campus Life Cynthia Cherrey 
   Vice President for Campus Life 

Monday November 14* 
 

4:30 p.m 
 
 
7:30 p.m. 

CPUC Discussion of Priorities Committee  
Recommendations and Report 
 
Priorities Committee PUBLIC MEETING, McCosh 28 
(All members should attend.) 
 

Tuesday November 15 4:30 p.m. Faculty Staffing David Dobkin 
   Dean of the Faculty 

  5:15 p.m. Administrative 
Offices 

Mark Burstein 
   Executive Vice President 
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Day Date Time Topic Presenter/Invited Guest 

 
Wednesday November 16 4:30 p.m. Faculty Salaries David Dobkin 

   Dean of the Faculty 
 

  5:15 p.m. Staff Salaries 
 

Lianne Sullivan-Crowley 
   Vice President for Human Resources 
 

Saturday November 19 
Prospect House 

12 noon Meeting of Priorities Committee with the  
Finance Committee of the Board of Trustees for a  
General Discussion of the Budget 

    
Tuesday November 22 4:30 p.m. 

 
 
 
 
 
 
 
5:15 
  

Undergraduate 
Financial Aid 
 
 
 
 
 
 
Graduate School 

Valerie Smith 
   Dean of the College 
Janet Rapelye 
   Dean of Admission 
Robin Moscato 
   Director of Undergraduate 
     Financial Aid 
 
  William Russel 
   Dean of the Graduate School       

[Thanksgiving Recess—November 24 – 27] 
 
Tuesday November 29 4:30 p.m. Deliberations 

 
Wednesday November 30** 4:30 p.m. Budget Update; Deliberations 

 
Tuesday December 6** 4:30 p.m. 

 
5:15 p.m. 

SUMAR III 
 
Deliberations 
 

Mark Burstein, Treby Williams  
 

Wednesday December 7 ** 4:30 p.m. Deliberations 
 

Tuesday December  13 
CANCELLED 
 

4:30 p.m. Preliminary Recommendations  (meeting not needed) 
 

Wednesday December 14 
CANCELLED 
 

4:30 p.m. Preliminary Recommendations (meeting not needed) 
 

Friday December  16 
Chancellor Green, 
Room 105 

10 a.m. Meeting of Priorities Committee Members with  
the Full Finance Committee for Presentations of Tentative 
Recommendations 

[Winter Recess December 17 – January 8]    
 
Tuesday January 10 3:30 p.m. Final Discussion/Projections/Final Report 

 
Thursday January 12 

CANCELLED 
3:30 p.m. Final Discussion/Projections/Final Report 

 
Friday January 27 T/B/A [FYI: President and Provost Present Final Budget Recommendations 

to Finance Committee and Board of Trustees.  Committee 
members do not attend.] 

   
**It may be necessary to extend these meetings until 7:00 p.m. 



PRINCETON UNIVERSITY
Operating Budget: Income

 (dollars in thousands)

2011-12
2010-11 Current 2012-13 Difference % Diff

Actual Estimate Projection (3) - (2) (3) - (2)

(1) (2) (3) (4) (5)

1. Endowment Payout and

    Other Investment Income 662,329 666,860 699,387 32,527 4.9%

   a. Income transferred (to) from fiscal 
periods -5,463 6,647 4,366 -2,281 -34.3%

Subtotal 656,866 673,507 703,753 30,246 4.5%

2. Student Fees:

   a. Undergraduate Tuition 184,928 187,341 196,415 9,074 4.8%

   b. Graduate Tuition 78,244 80,542 85,401 4,859 6.0%

   c. Other 11,614 11,933 12,965 1,032 8.6%

Subtotal 274,786 279,816 294,781 14,965 5.3%

3. Gifts, Grants, & Other:

   a. Sponsored Projects 28,721 28,032 28,873 841 3.0%

   b. Other 105,466 109,152 112,010 2,858 2.6%

Subtotal 134,187 137,184 140,883 3,699 2.7%

4. Federal & State Government:

   a. Sponsored Projects 245,634 247,528 252,410 4,882 2.0%

   b. Other 15,662 14,370 14,635 265 1.8%

Subtotal 261,296 261,898 267,045 5,147 2.0%

5. Auxiliary Activities:

   a. Athletics 2,379 2,419 2,419 0 0.0%

   b. Dorm & Dining Services 64,088 65,033 67,908 2,875 4.4%

   c. Rental Housing 16,905 15,641 14,593 -1,048 -6.7%

   d. Other Income 20,362 19,523 20,209 686 3.5%

Subtotal 103,734 102,616 105,129 2,513 2.4%

6. Service Departments:

   a. Office of Information Tech 1,488 1,616 1,616 0 0.0%

   b. Other 4,993 4,074 4,109 35 0.9%

Subtotal 6,481 5,690 5,725 35 0.6%

Total 1,437,350 1,460,711 1,517,316 56,605 3.9%

Less Interdepartmental Transactions 10,943 11,500 12,000 500 4.3%

 Grand Total 1,426,407 1,449,211 1,505,316 56,105 3.9%

Summary of Sponsored Projects:
  a. Direct Costs 227,064 226,015 230,350 4,335 1.9%

  b. Indirect Cost Reimbursements 47,291 49,545 50,933 1,388 2.8%

Total 274,355 275,560 281,283 5,723 2.1%
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          PRINCETON UNIVERSITY
          Operating Budget: Expense

              (dollars in thousands)

2011-12
2010-11 Current 2012-13 Difference % Diff

Actual Estimate Projection (3) - (2) (3) - (2)

(1) (2) (3) (4) (5)

1.  Academic Depts & Programs:

    a. Instruction Costs
     1. Faculty, academic year 162,093 170,679 181,451 10,772 6.3%

     2. Teaching Assistants 21,616 22,667 22,636 -31 -0.1%

    b. Sponsored Research direct costs 142,240 145,312 149,670 4,358 3.0%

    c. Other salaries, expenses 185,083 188,218 197,247 9,029 4.8%

Subtotal 511,032 526,876 551,004 24,128 4.6%

2.  Plasma Physics Laboratory 86,094 82,000 82,000 0 0.0%

3.  Undergraduate Scholarships 108,997 109,663 115,764 6,101 5.6%

4.  Graduate Fellowships 94,274 94,155 99,981 5,826 6.2%

5.  Other Student Aid and

         Misc Fellowships 8,870 9,344 9,768 424 4.5%

6.  Central University Services:

    a. Library 53,570 54,513 56,777 2,264 4.2%

    b. Office of Information Technology 32,767 34,061 35,304 1,243 3.6%

    c. Public Safety 7,704 8,237 8,588 351 4.3%

    d. Other 2,870 3,223 3,338 115 3.6%

Subtotal 96,911 100,034 104,007 3,973 4.0%

7.  Administration:

    a. Academic Administration
        and Student Services 71,416 77,166 80,741 3,575 4.6%

    b. General Administration
        and Expenses 68,878 73,955 76,760 2,805 3.8%

Subtotal 140,294 151,121 157,501 6,380 4.2%

8.  Athletics 21,580 22,338 23,129 791 3.5%

9.  Physical Facilities 169,166 165,497 171,046 5,549 3.4%

10. Tsfr for Renewal/Replacement/Debt 200,132 200,433 203,116 2,683 1.3%

11. Allowance for Contingencies

    a. Provision for expenses 0 750 1,500 750 100.0%

    b. Anticipated vacancies 0 -1,500 -1,500 0 0.0%

Subtotal 0 -750 0 750 -100.0%

Total Expense 1,437,350 1,460,711 1,517,316 56,605 3.9%

Less Interdepartmental Transactions 10,943 11,500 12,000 500 4.3%

Grand Total 1,426,407 1,449,211 1,505,316 56,105 3.9%

12. Income 1,426,407 1,449,211 1,505,316 56,105 3.9%

13. Surplus or (deficit) 0 0 0 0
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 NOTES TO SUMMARY TABLES 
  
 Income 
 
1. Endowment Payout & Other Investment Income.  This line includes income 
earned from investments, mainly the University's endowment, as well as income 
from external trusts, current fund balances, and faculty and staff loans.  The increase 
primarily reflects the planned 5% increase in endowment payout for FY2013, along 
with growth in income streams not governed by the endowment spending rule.   The 
planned draw on prior year revenues declines, mostly because of FY13 savings from 
a one-time drop in the employee benefits rate.   
 
2. Student Fees.  Tuition revenue increases result from the higher tuition rates 
being recommended and from a projected increase in the total number of graduate 
students. The growth in Other Student Fees primarily reflects an increase in the 
Student Health Plan fee.  
 
3. Gifts, Grants, & Other.  Research supported by non-governmental grants is 
projected to increase by about 1%.  The "Other" line includes expected growth in 
Annual Giving and gift support for student aid. 
 
4. Federal & State Government.  The direct and indirect expenses of main-
campus sponsored research are expected to increase at a rate of roughly 3%.  We 
project no change for the Princeton Plasma Physics Laboratory.  The increase in 
“Other” government income reflects increased support for student aid.     
  
5. Auxiliary Activities.  The increases for Dormitory and Dining Services are 
the result of the recommended rate increase for Dormitories, plus increases related to 
the expansion of the student body.  The increase in Rental Housing income reflects 
the recommended increases for rents, but overall income drops because Hibben and 
Magie apartments will close for renovation in June 2012.  The growth in "Other" 
income reflects increases in a number of areas, such as Conference and Event 
Services and commercial rental income. 
 
6. Service Departments.  This line reflects normal inflationary increases.  
 
 Interdepartmental transactions.  The increase reflects inflationary 
adjustments in the rates of various sale-of-service units. 
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Expense 
 
 
1. Academic Departments & Programs.  Faculty costs reflect planned changes 
in staffing levels, including new faculty positions supported by gift and endowment 
income and positions authorized to accommodate the undergraduate expansion.  
Assistants in Instruction (AI) costs reflect the tuition component of support packages 
rising in line with the proposed tuition increase, less a reversal of some current-year 
transfers between AI and faculty appointments.  Sponsored research direct costs 
increase in line with the trends described above.  The increase in “other salaries and 
expenses” results mainly from inflationary adjustments to various components of 
academic departmental budgets, including higher projected expenditures in 
departmentally restricted funds.  Assistant in Research (AR) tuition support 
increases modestly, based on enrollment projections.  An appropriate share of the 
salary pool as recommended by the Committee appears on each line except the one 
for “Sponsored Research direct costs.”   
 
2. Princeton Plasma Physics Laboratory.  We project essentially no changes in 
expenditure levels. 
 
3. Undergraduate Scholarships.  The increase reflects the higher fees 
recommended, plus a small projected increase in the total number of awards 
resulting from slight variations in the aid profiles of the graduating and entering 
classes.   
 
4. Graduate Fellowships.  Increases are provided to cover the tuition rate being 
recommended, the higher student health plan fee, and the recommended 3.2% 
inflationary adjustment to average stipend levels.  An increase in the number of 
fellowships, including some supported on departmental and outside awards, is also 
projected, based on planned growth in the total number of graduate students. 
 
5. Other Student Aid & Miscellaneous Fellowships.  This line includes a 
variety of student aid programs, most of which are fully supported by funds 
restricted to these purposes, including the majority of the Federal Work Study 
Program, postdoctoral fellowships, and the like.    
 
6. Central University Services.  All lines reflect normal inflationary 
adjustments.  The totals for the library include amounts authorized to accommodate 
the undergraduate expansion.  Line 6.c. includes the recommended allocation to 
Public Safety.  An appropriate share of the recommended salary pool appears on 
each line. 
 
7. Administration.  All lines reflect normal inflationary adjustments, and one-
time FY12 costs are removed.  Line 7.a. includes the Priorities Committee’s 
recommended allocation to the Office of International Programs. Line 7.b. includes 
the recommended allocation to Human Resources.  An appropriate share of the 
recommended salary pool appears on each line. 
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8. Athletics.  Normal inflationary adjustments are included, along with the 
recommended allocation to support Dillon Gymnasium.  An appropriate share of the 
recommended salary pool is also included. 
 

9. Physical Facilities.  This line includes inflationary adjustments in property 
taxes, water and sewer charges, insurance, and energy costs.  One-time adjustments 
are removed.  An appropriate share of the recommended salary pool is also included. 
  
10. Transfer for Renewal/Replacement/Debt.  This line reflects the costs of 
major maintenance and renovation projects and of capital equipment purchases.  A 
fund has been established to pay for these expenditures, and contributions from the 
operating budget to replenish that fund appear here.  The increase reflects normal 
inflationary growth.   

 
11. Allowance for Contingencies.  The contingency is restored to its normal full-
year level.   
         
 Salary Pool (Distributed Above).  Funds to provide salary increases for continuing 
faculty and staff supported by general funds (including the recommended promotion 
and adjustment pools), plus amounts for recommended increases in AI stipends, are 
included within the appropriate expense categories shown above.  The benefits rate 
for non-academic departments is projected to decrease from 28.9% to 28.5%, and 
the comparable rate for academic departments is projected to decrease from 35.5% 
to 34.6%.   
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