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‘Does Stanford lleed the Money from Land DeveIOpmenf?

As Stanford rushes ahead with & 1aﬁd development progfam that worsens the
housing shortage, congests the voads and irreversibly harms the area's ecology,
many peopie are demanding to know why the University must contbinue to consume
its copen lands, The University answers that increased income from lend

development Iis ebsentlal to help meet the bhudgel squeeze,

in fact, the Unive srsity ean hope for ohlf & mlnwscule income from the

two biz projects now under way the Covote Hill industrisl park and the Dillingham
Bk F s

offica~convention couplex alt Page HI1? Road and 31 Camino.,  Combined, they #8%% could
bring the University an a”@1twona] income of 1o wore t1&$§9400 OOO a vear (?his

compares to a total operating budget of $121.5 million;in_l?éSfégﬁsBy comparison,

lion{next year through a tullden

the Unlversity will bocet ¢ts income bf‘*’ B owil
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increase?{A more intelliﬂent investment noiicy for the University's endowwent | /= 7%/
’!‘ a.‘r“f-—vi.
‘would increase incowe by sevcral million dollars a year. g AR
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Historically, Stanfordts land development program seocms 1o ﬂaVQLEEEefiubt

the gﬁxﬁ prosporous t?ﬂ&ﬂt”?”uuh more than it has the Upiversity'e treasury., The

Stanford trustees don't allow the University to spend sny of the direct amnusl
veturns fron leases and rentals on Stanford land, Instead these funds sre paid

inte the University's permanent endoument, The endowment ie -invested in stod

aﬂd”bonds which in turn yielﬁ the Universiby an annud* 1n00ﬂe The part ol ithe
oy . e - iy e AN .

i es et c%ﬂnerb%al-

Qﬂwvﬁﬂ@ﬂﬁ income attribuled to/land development has beens
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noney- 2

C*::QSTX 538 in 1969~w - | . | (
Most of this income frsex comes from the Stanford Shopping Center, a SudlesSih
PN _
development consuming only 61 acres out of the 940 which the University has
S7{ —acre

given over to private development, The entire Industrial Park, which is

A

primarily responsible for the severe mid-peninsula housing shortage, earned
¥ e .

the University only $601,079/in 1969,

-/

One reason for the modest return on the commerical development is thel
need for the University to sink milllons o?_dol}a;g_inﬁo”pianning, roads and
utilitigs_ﬁo make land suitable for devg}qgmgﬁt bg_pr;yate partiles, Fﬁr instance;
the University spent $1.9 million through 1968 on the Industrial Park, so that

i1t could add some 513.5 million to the endowment in the form of pre-paid 50-and
_ From Lf‘cm{*) = :
90-year leases, For.the Welech road professional sarea, the University spent
: i - amortization
3622,280 in development costs compared to 32,3 million in prepaid leases, an /
—each yeup---
expense so heavy that the University consistently leges monQJ/bm this development.?

ﬁBﬁt the major re&éon for the University‘s medioc?%e showing in land development
'.is the poor investment practices used to manage the University endowment, In 1969
the $210 million invested portion of the endowmsnt earned at a rate of only
ilgﬁ'percent. Since 1956, the earnings rate has never exceeded 5 percent, The
.market value of the stocks and bonds has increased in velue somewhat since 1956,

of course, but notlés fast ag inflation, The trustees have promised to invest the
endownant more efficiently, but as 3et these.premises have not shown results,

The Coyote Hill and Dillingham projects will not directly augment the Universityls
incoma;.rather, they will add lump sums to the Un;ver81ty g endownent, On Coyote Hill
the University is spending more than 91 willion to carve up the\iiéiacre site and
build two «Bewwr-lane roads, If sll 12 lots =sre luaqeﬂ the University honee to -add
aghbout $5 million in pre?aid leases to tthe endoument, for a net endowment gain of

@Amllllon At the yresent rate of earnings on the endowment, this will give the
bnlversityféigi;5/92uo 00 in annual income, The 21l-acte Dillingham site will be
prepad fowig,

lezased to that company for 50 years in return for & 53 to 4 million doldsy-waymeal,
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In arguing for continued land development, the Unlversily business office

is fond of pointing out that the Universily saves money by trensferring the
Indugtiehkeand .
property taxes on land to the/cemmertial benants, We argtold that the Dillinghan
|

project, for instance, will save 540,000 in property taxes that will now be

ra
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paid by the lemses. ihe-proparty tax argument depends on backwsrds reasoning,

however, Most University land is tex—exempt, The reason why Stanforgd ls assessed

for propaby taxes on 1,714 acres of vacant land is that it has sel aside these
; . b o - : .
lands for commercial/ instead of acedemie uses or & conssrvation program, These
Practically
E&ﬁésmsﬂsn&aaﬁaw£@$a@$ﬁﬁ«$c
all of these lands should be returned te the tex-exemot reserve, An “agrlcultural

.gréenbelt zoning® plan exists under the~Galifornia Land Conservation fob 4hatl

would facilitate the preservation of open lands without inecurring a tax burden,

If the lend develepment progran gives only minor financial support te Stanford,
then who does reap large benefits from the program, and why does it continue?

5 The Stanford Industrial Park started in 1951 not 28 a revenue-uvroducing scheme,

If§u1§ut rather ag a-delibsrate effort to establish electronics firms in close proximity

&
-~

to the Stanford engineering schocl, for ks multual profit, Frederick Terman, then
Stanford's provost, enV151oned the indust#ial park as a place where faculiy members

N
.l

and others could exploit scientific discoveries by establishing companies, where

the engineering school could find employment for its graduates and recruit new
étudents, where the engiﬁeering gschool eould keeﬁ in elose touch with the immédiate
needs of privete industry, end where faculty members could find part-time employment
as industrial consultants, His vision became realily, Among the Industrial Park

firms that grew out of engineering school regsarch are Varian Asscciates, Hewlebtt-

Packard, Metronics, and Watkinﬁs-Johnson. Terman and other englneering faculty

L gQruhw

s gﬁﬂ%§¢¢avg uealthg as a result of their fore51gnuod investment im early

in the ife of such flrms
& fnﬂ:“\\.
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Tt was Fred Terman who started Staenford lend development policy, and it was

the Board of Trustees who formalized it and continued it,\ I ¥95S,—shorétiw-aiier

langeadbiaii-the. Doard,.
- Since the mid-1$50's,

Wildldamniienlelland-Bavid Pached-gal

+the Board has been controlled by corporate executives who had direct {inanclal
Q-EAQOSQ men stood to benefit by Stanford's ]and davelopment,

interests in the electronics industry, éonstruciion and real edtate,® “Trustees

A

who were &lso directors of Heulett-Packard, Lockheed, Utah Construeticn & Mining,

- : moved some of thelr firms' operations onto
the prestigious, ideally-situated Indusirial Park land, SheterfbrasxEmxiirocoris

"zwmzhese men pave generous

a4

recognition to the SerViGe “which the University performed for them, howaver
« far
P :
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Durinv “sowaral years the pifts from Industrial Park {irms hdv%{éxceeded the
University's earnings from the land development iteell, according to financial
vice-president Kenneth Cuthbertson,
The cosy relationship has been suceinctly summarized by Stenford's University
. Zrﬁ-_,n{( J
Relations office: MAnother feature of the program has been the strengthening
=y Co,
of the University's academic departments through cooperation with firms iun

the Industrisl Park. Fron industry have come students, lecturers, research vrojecis
) : 3 3 Iy v ¥

scholarship funds snd capital gifte; into industry have gone factuly consultants,

‘graduates and research resultsa, ¥ (*Guestions and Ansuers Aboul Stanford Land

Development,™ Nov, 25; 1969),

Over the years, the University developed a sizable bureaucracy with a strong

vested interest in the continued development of Stanford land, This is the Businese

Office, headed by vice president ALf Brandin, himself a stockholder oand director of
' .. Sone S : '
Industirial Fark firms,M§§ﬁ§daminlstrstor8 in this office have their salaries paid

g an expense of the land development program, and their”sole'function ig to further

land devalopment, In at_least one instance, ks a Stanford official has used his

position as a stepping stone to reaping profit from the development of Xkm Stanford

josus ey,
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Tom Ford was director of land development at Stanford from 1940 to 1964, while
basic decisions were made about the fulure use of the Zl-acre site at the corner

of Page Mill and El Camino, Ex After leaving Stanford, Ford set up & real wstate

.huge s
brokerage firm and put together a plan for a’ “Financial center and convention complex
/\ “w._ is schedulsd for constructlon by

on the site, His “package® was accepted by étantora and Wwikkxhe xkux}ixhx the’
~nnﬁiliingham Corporation, | |

The Busihess Offiéé maintains the University's inertia in the direction
of continued land development, without regard for the urgenﬁ vroblems of

houszno, traffio and ecolégy Lhﬂ BuQ1ngsﬂ Olflcegﬁrﬁgmﬁ-ana trustees have not
\\__ ‘ iy ;}“:" h{’t'l\‘:.

aetﬁx““ iﬂjal disregard of the camius cohmunﬂty, however, ol 1951, 1snd policy
has baen reviewsd by & facully commitiee on Land and Bullding Developwent, The
committes had no student members until 1968, however, and until a reorganization
last summer it was controlled by representétives'of groups with a vested interest
in the wmm land development program, The 14 facultj—sbafT members in 1968-09
included ALT Braﬂdin, vice president for business affairs, Harry Sanders, director
of planﬁina dllllam Rambo, associate ﬁean of tle enﬂlneerins chool and an early
investor

sheakholder in m= Jnﬂustrlql joid rk flrﬂs, HLE, daLermdn, electrical enplbepring
professor, J.B, Wells, civil engineerlng professor, G.M., Cxley, buginess schodl

-

professor, and vice provest B.H, Brocks,
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