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5 Policy Areas Impacting Endowments 
and Foundations Today

Commonfund Institute Federal Policy Roundup: Affirmative Action, Debt Ceiling and more. 

This article highlights some of the most pressing policy considerations for endowments and foundations, particularly 
those that are systemically important and those directly related to the business and investment environment. In some 
cases, final details are yet to be determined, but are still worth considering the implications, and teasing out issues and 
potential outcomes. In this article, we cover 1) Supreme Court cases on affirmative action, 2) implications of the debt 
ceiling resolution, 3) charitable donations, tax policy and donor-advised funds, 4) efforts to increase allocations to 
diverse managers, and 5) ESG policy. 
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CONSIDERATIONS FOR THE UPCOMING SUPREME COURT 
RULING ON AFFIRMATIVE ACTION

Two U.S. Supreme Court cases, Students for Fair Admissions 
v. Harvard College and SFFA v. University of North Carolina, 
will challenge affirmative action, or the use of racial demo-
graphic factors in admissions considerations typically used 
to promote diversity. This could impact institutions across 
various offices and functions, from admissions to business 
and financial aid, potentially requiring new programs and 
responsibilities. The exact details of the ruling are yet to be 
determined, and institutions will need to understand the 
ways in which race is used in admissions, financial aid, and 
DEI programs, and have a plan for maintaining diversity 
without using race as a characteristic. Foundation partners 
are also conceiving of strategies in the case that current 
or future rulings apply the same principles to the broader 
nonprofit landscape.

The most sweeping implications of the ruling will likely be 
on higher education admissions, but even if race cannot 
be used as a factor going forward, there are other ways 
to pursue diversity, equity, and inclusion in admissions. 
Research shows that due to historical racial income and 
wealth gaps, using socio-economic factors in admissions 
decisions can be a useful proxy for race. Experts suggest 
other strategies, like ending legacy and faculty child prefer-
ences, boosting first-generation admissions, and geographic 
diversity, can bolster diversity as well. However, evidence 
from states that have banned affirmative action indicate it 
will still be a challenge to maintain affirmative action levels 
of racial diversity. The UC system in California, one of the 
nine states that already bans use of race in admissions, 
employs low-income and geographic factors instead of race, 
in combination with costly outreach programs. An amicus 
brief written on behalf of the UC system in response to the 
Supreme Court case highlighted that, despite “persistent, 
intensive efforts to improve the diversity of its student body 
through race-neutral programs, … full realization of the 
educational benefits of diversity remains elusive.” Twen-
ty-five years after affirmative action was banned in the 
state, the UC system reported that its 2021 class was the 
“most diverse class ever,” but that diversity has not been 
maintained in all its schools, particularly the most selective 
campuses. 

These rulings may also challenge how race is considered 
in financial aid, requiring institutions to reassess how to 
financially support those who need it most, in a race-neutral 
way. Financial aid will continue to be a critical tool for main-
taining enrollment and retaining students, especially during 
economic downturns that might particularly impact lower 
income students. This may entail looking at endowment and 
spending policy, especially for the plurality of institutions for 
which financial aid is the largest spending category. Accord-
ing to the 2022 NACUBO-TIAA study of endowments, on 
average nearly half (46 percent) of endowment spending 
is earmarked for financial aid. Financial aid is even more 
outsized for smaller institutions – those with under $25 
million allocated nearly two-thirds of their spending to finan-
cial aid, on average. If the ruling is broad enough, it may also 
pose challenges for the nearly two-thirds of institutions that 
reported some level of gifting specifically tagged to Diver-
sity, Equity and Inclusion (DEI) (NACUBO 2022). 

As many institutions have surely begun, mapping use of race 
throughout various functions such as admissions and tuition 
assistance, understanding the potential legal implications 
of the ruling, and having adequate staff, management, and 
consultative relationships to amend and create new diversi-
ty-oriented but race-neutral programs will be key strategies 
moving forward. Lastly, communicating DEI commitments 
to existing and prospective students will be increasingly 
important for feelings of safety, belonging, and trust. 

DEBT CEILING RESOLUTION CUTS SPENDING, INCLUDES 
HURDLES FOR SOCIAL SUPPORT, AND AN END TO  
STUDENT LOAN PAYMENT PAUSE

The debt ceiling resolution that passed Congress, the 
“Fiscal Responsibility Act of 2023” suspends the debt limit 
through 2025 while setting annual spending limits. The 
dampening effect on the economy is estimated to amount 
to anywhere from 0.1 percent to 0.5 percent of GDP in 2024 
(this compares with the 2011 debt ceiling resolution that 
spurred an estimated a 0.7 percent hit to GDP). Since many 
nonprofits rely in part on government grants and funding, 
nonprofit leaders anticipate this, as well as coming appropri-
ations decisions, will have a chilling effect on the charitable 
ecosystem, amidst increasing costs, banking uncertainties, 
and increased societal need. 

https://cof.org/blogs/blog/2023-05-31/could-supreme-courts-decision-affirmative-action-affect-philanthropy
https://www.chronicle.com/article/10-ways-colleges-can-diversify-after-affirmative-action?sra=true&cid=gen_sign_in
https://www.chronicle.com/article/10-ways-colleges-can-diversify-after-affirmative-action?sra=true&cid=gen_sign_in
https://www.supremecourt.gov/DocketPDF/20/20-1199/232355/20220801134931730_20-1199%20bsac%20University%20of%20California.pdf
https://www.supremecourt.gov/DocketPDF/20/20-1199/232355/20220801134931730_20-1199%20bsac%20University%20of%20California.pdf
https://www.highereddive.com/news/how-can-colleges-prepare-for-the-possibility-the-supreme-court-will-strike/632514/
https://financialservices.house.gov/uploadedfiles/fra_section_by_section.pdf?utm_campaign=Washington%20Snapshot&utm_medium=email&_hsmi=260909115&_hsenc=p2ANqtz-_uSLj4wCok5nIhWrLankjYuTYlIJO_OJ2GDicJ4JZid5clih7ACxLaXkc0BU3XtR15udLyq3YB6ZOp-cZ9mb9l2_KhecYzjSdBoKfKzfRts2bW25c&utm_content=260909115&utm_source=hs_email
https://www.ft.com/content/1c4bdf98-2be2-40e8-9ab5-5d65e8c296fc
https://www.ft.com/content/07db5bc0-ca8f-420c-b5c4-9a4f5400ed1c
https://www.ft.com/content/1c4bdf98-2be2-40e8-9ab5-5d65e8c296fc
https://www.philanthropy.com/article/uncertain-economy-and-the-nations-debt-debate-snag-nonprofit-finances?utm_source=Iterable&utm_medium=email&utm_campaign=campaign_6955649_nl_Philanthropy-Today_date_20230601&cid=pt&source=&sourceid=
https://www.commonfund.org/research-center/articles/time-to-reassess-your-cash-strategy
https://www.urban.org/research/publication/food-insecurity-trended-upward-midst-high-inflation
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Other details of the deal will have a direct impact on endow-
ments and foundations, including increased hurdles to social 
support benefits and an official end to pandemic-era student 
loan repayment. Increased requirements for recipients 
of Temporary Assistance to Needy Families (TANF) and 
Supplemental Nutrition Assistance (SNAP) – programs that 
have proven to reduce poverty, improve educational and 
health outcomes, and increase employment – will increase 
need that many charitable organizations seek to address. 
The change will further impact low-income and food-inse-
cure students who, due to existing eligibility requirements, 
were already unlikely to be eligible for such assistance. 

Lastly, the deal ends the student loan repayment pause 
that began in 2020, restarting payments by the end of the 
summer, putting added pressure on students. A Supreme 
Court decision on Biden’s student loan cancellation plan is 
anticipated to land this summer as well.1 Institutions may 
think about exploring ways to mitigate the negative effects 
of food and financial insecurity. Race-neutral programs 
that address food and financial insecurity could dispropor-
tionately help students of color, since studies show that 
Black and Hispanic/Latino households face food insecurity 
rates twice those of white households, and in many cases, 
students of color struggle more with repaying student loans 
than their white peers. 

POLICIES AIM TO AMEND THE TAX BENEFITS OF  
CHARITABLE CONTRIBUTIONS 

One way to bolster the nonprofit sector amidst uncertainty 
and the dampening effects of the debt ceiling resolution is 
to make charitable donations more attractive, through tax 
benefits, for example. One policy recently introduced with 
bipartisan support, the Charitable Act (H.R. 3435/S.566), 
would restore and expand deductions for non-itemizers 
who make charitable donations, also known as a universal 
charitable deduction. The incentive to donate was severely 
eroded by the 2017 Tax Cuts and Jobs Act, which nearly 
doubled the standard deduction, resulting in a decline in the 
number of people who itemize. That coincided with a reduc-
tion in the share of taxpayers with a charitable contributions 
deduction and total gifts, and contributed to the nonprofit 
workforce shortage. The Charitable Act could theoretically 
help to reverse these trends. 

1 If the Supreme Court rules on Biden’s debt forgiveness plan before June 30, the payment pause could be lifted sooner, as the original repay-
ment deadline is tied to that decision.

The Charitable Act would include contributions to 
Donor-Advised Funds (DAFs), which have exploded in 
recent years in both the higher education endowment and 
foundation spaces, as a way for donors to have advisory 
input in how funds are used without the administrative 
burden of setting up a new foundation. There are ongoing 
conversations about policies and best practices that could 
ensure DAFs are utilized for their intended purposes. 

DIVERSIFYING THE ASSET MANAGEMENT INDUSTRY

Only 1.4 percent of assets under management in the United 
States is managed by diverse-owned firms. One policy 
introduced last year, The Too Narrow to Succeed Act, would 
culminate in a Department of Labor study of best practices 
for diversifying assets under management, especially in 
large, pooled funds like pensions and trusts. While that 
policy would not mandate change, it would provide a path-
way toward more equitable asset allocations and encourage 
existing efforts to increase diversity in asset management. 
Managers of endowments and foundations, including 
Commonfund, have focused on increasing manager diver-
sity, as one of many pathways toward orienting the massive 
amount of money held in the space ($880 billion in private 
foundations alone, according to the Urban Institute) toward 
racial and economic justice. 

According to the 2021 Commonfund and Council on Foun-
dations’ Study of Foundations, roughly only 12 percent of 
institutions surveyed said they seek to invest with diverse 
managers. Those numbers are likely to climb, since in the 
same study, more than 40 percent of institutions reported 
having discussions about diverse managers, and 24 percent 
of private foundations were looking into or planning to invest 
with diverse managers in the next year (new survey data will 
be released later this summer). A few years ago, Common-
fund developed a diverse manager portal to increase expo-
sure to firms that don’t have extensive existing networks and 
to build our diverse manager pipeline. 

https://www.cbpp.org/research/income-security/tanf-provisions-in-debt-ceiling-agreement
https://www.cbpp.org/research/food-assistance/snap-helps-struggling-families-put-food-on-the-table-0
https://www.clasp.org/publications/report/brief/frequently-asked-questions-about-snap-and-students/
https://www.highereddive.com/news/biden-cancels-up-to-10000-in-student-loan-debt-for-those-earning-up-to-1/630410/
https://www.americanprogress.org/article/new-poverty-food-insecurity-data-illustrate-persistent-racial-inequities/
https://www.americanprogress.org/article/new-poverty-food-insecurity-data-illustrate-persistent-racial-inequities/
https://www.brookings.edu/research/black-white-disparity-in-student-loan-debt-more-than-triples-after-graduation/
https://www.congress.gov/bill/118th-congress/house-bill/3435
https://www.congress.gov/bill/118th-congress/senate-bill/566?s=1&r=1
https://www.councilofnonprofits.org/reports/nonprofit-workforce-shortages-crisis-affects-everyone
https://www.nptrust.org/reports/daf-report/
https://cof.org/content/summary-accelerating-charitable-efforts-act-ace-act
https://www.congress.gov/bill/117th-congress/senate-bill/4097?s=1&r=93
https://www.urban.org/research/publication/mission-related-investments-advance-racial-equity-and-justice
https://www.commonfund.org/blog/including-diverse-managers-in-your-portfolio
https://www.commonfund.org/research-center/press-releases/commonfund-launches-diverse-manager-portal
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POLICIES FOR AND AGAINST ESG INVESTING

The use of environmental, social, and governance (ESG) 
factors in investment decision-making has become a 
hot-button issue, prompting a flurry of legislative efforts to 
both encourage or legitimize ESG investing, or to ban it. At 
the federal level, the Department of Labor upheld the legal-
ity of ESG investing for ERISA funds (with Congressional and 
state challenges, but ultimately the DOL policy remains), 
and the SEC is working on implementing climate disclo-
sure rules that would increase transparency and improve 
diligence around climate risk, mirroring existing EU rules. 
All the while, Commonfund data show that institutions are 
increasing discussion and policy around ESG investing, and 
institutional investors are incrementally adding ESG strate-
gies across their portfolios.   

Other policies that are in play that could impact your insti-
tution include, but are not limited to: Loan forgiveness – the 
U.S. Supreme Court will decide whether to uphold the Biden 
administration’s plan to provide $20k to Pell recipients and 
$10k to others; the College Cost Transparency and Student 
Protection Act, a bill that would call on the U.S. education 
secretary to establish consistent terms and definitions 
for financial aid; issues around Title IX and independent 
schools; potential Department of Education (DOE) gainful 
employment rules; and lastly, the DOE issued a no cost 
extension of Higher Education Emergency Relief Funds 
(HEERF) to address ongoing impacts of the pandemic. 
Institutions must apply by June 20 for up to a 12-month 
extension. 

https://www.reuters.com/business/us-senate-poised-consider-blocking-biden-esg-investment-rule-2023-03-01/
https://www.texasattorneygeneral.gov/sites/default/files/images/press/2023.01.26_1%20Complaint.pdf
https://finance.ec.europa.eu/sustainable-finance/disclosures/sustainability-related-disclosure-financial-services-sector_en
https://republicans-edlabor.house.gov/uploadedfiles/college_costs_bill_summary_.pdf
https://www.mcguirewoods.com/client-resources/Alerts/2022/8/recent-court-opinions-suggest-independent-schools-may-be-subject-to-title-ix
https://www.mcguirewoods.com/client-resources/Alerts/2022/8/recent-court-opinions-suggest-independent-schools-may-be-subject-to-title-ix
https://www.insidehighered.com/news/government/student-aid-policy/2023/04/14/how-gainful-employment-changed-higher-ed
https://www.insidehighered.com/news/government/student-aid-policy/2023/04/14/how-gainful-employment-changed-higher-ed
https://www2.ed.gov/about/offices/list/ope/arp.html
https://www.nacubo.org/News/2023/5/Department-of-Education-Seeks-No-Cost-Extension-for-HEERF-Funds
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Important Notes
Certain information contained herein has 
been obtained from or is based on third-party 
sources and, although believed to be reliable, 
has not been independently verified.  Such 
information is as of the date indicated, if 
indicated, may not be complete, is subject to 
change and has not necessarily been updated.  
No representation or warranty, express or 
implied, is or will be given by The Common 
Fund for Nonprofit Organizations, any of 
its affiliates or any of its or their affiliates, 
trustees, directors, officers, employees or 
advisers (collectively referred to herein as 
“Commonfund”) or any other person as to the 
accuracy or completeness of the information 
in any third-party materials.  Accordingly, 
Commonfund shall not be liable for any direct, 
indirect or consequential loss or damage 
suffered by any person as a result of relying 
on any statement in, or omission from, such 
third-party materials, and any such liability is 
expressly disclaimed.  

All rights to the trademarks, copyrights, logos 
and other intellectual property listed herein 
belong to their respective owners and the use 
of such logos hereof does not imply an affili-
ation with, or endorsement by, the owners of 
such trademarks, copyrights, logos and other 
intellectual property.

 
 
To the extent views presented forecast market 
activity, they may be based on many factors 
in addition to those explicitly stated herein. 
Forecasts of experts inevitably differ. Views 
attributed to third-parties are presented to 
demonstrate the existence of points of view, 
not as a basis for recommendations or as 
investment advice. Market and investment 
views of third-parties presented herein do not 
necessarily reflect the views of Commonfund, 
any manager retained by Commonfund to 
manage any investments for Commonfund 
(each, a “Manager”) or any fund managed 
by any Commonfund entity (each, a “Fund”). 
Accordingly, the views presented herein may 
not be relied upon as an indication of trading 
intent on behalf of Commonfund, any Manag-
er or any Fund. 

Statements concerning Commonfund’s views 
of possible future outcomes in any investment 
asset class or market, or of possible future 
economic developments, are not intended, 
and should not be construed, as forecasts or 
predictions of the future investment perfor-
mance of any Fund. Such statements are also 
not intended as recommendations by any 
Commonfund entity or any Commonfund 
employee to the recipient of the presenta-
tion. It is Commonfund’s policy that invest-
ment recommendations to its clients must 
be based on the investment objectives and 
risk tolerances of each individual client. All 
market outlook and similar statements are 
based upon information reasonably available 
as of the date of this presentation (unless an 
earlier date is stated with regard to particular 
information), and reasonably believed to be 
accurate by Commonfund. Commonfund 
disclaims any responsibility to provide the 
recipient of this presentation with updated 
or corrected information or statements. Past 
performance is not indicative of future results. 
For more information, please refer to Import-
ant Disclosures.

Published June 2023
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