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	Increasing Voluntary Giving to Higher Education - Consultation on a matched funding scheme for English Providers of Higher Education

The Government has announced that there will be a £200 million matched-funding scheme to incentivise more voluntary giving to Higher Education providers in England, making them more independent by increasing and diversifying the range of funding streams available to them. The scheme is also intended to promote a culture of asking and giving which extends beyond its lifetime. This consultation presents the aims of the scheme, its policy background, and a number of things that are already known about how the scheme will work. This will allow institutions to begin planning how they can achieve maximum benefits under the scheme. But there are still important choices to be made on key details, and therefore we are asking for your comments to help shape the final scheme planned to start in August 2008.
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	1
	Introduction

	1.1
	The White Paper ‘The future of Higher Education’, published on 22 January 2003 set out the long-term strategy for investment and reform in higher education. Included in the White Paper was a commitment to ensure that HEIs were able to increase the amount of funding they receive through donations and in the longer-term endowments. 

“We will help universities build up funds through promoting individual and corporate giving and creating a fund to give universities an incentive to raise their own endowment finance. “

	1.2
	The Government believes that increasing voluntary giving is the crucial next step in enabling universities to raise their aspirations to build up substantial endowments over the longer term, helping to give them greater financial independence and additional resources to compete globally. 

	1.3
	The Voluntary Giving task force was commissioned by DfES in July 2003 with a remit to advise on how to promote increased giving to higher education.  The task force was chaired by Professor Eric Thomas, Vice-Chancellor, University of Bristol.  The report of the task force was published in May 2004. It recommended that the Government should give consideration to a matched-funding scheme.  The Government welcomed the Voluntary Giving Task Force report. Its response is at www.dfes.gov.uk/highereducation. The Government is already providing a total of £7.5 million over three years for a matched funding scheme administered by Universities UK (UUK) to support 27 HEIs selected by UUK depending on their bid, to help build their capacity to fundraise.  That scheme will conclude in September 2008. 

	1.4
	On 15th February 2007 the Prime Minister announced that the Department would provide an additional £200 million over three years for a matched-funding scheme to support English universities. The scheme is intended to stimulate cash donations of over £400 million, and to generate increases in donations for the majority of universities, not just those with a tradition of fundraising. The costs of the scheme have been taken into account by the Government in the 2007 Comprehensive Spending Review.

	1.5
	In designing the scheme, the Government is conscious that there are widely varying maturities and needs within the sector.  For some universities, fundraising has been a major activity for some years, but performance still lags behind the best of our international competitors.  For others, fundraising capacity is relatively under-developed, and assistance is needed to help redress this.  Other institutions lie between these poles.  These different needs are all legitimate, and our scheme is intended to support all of them.

	1.6
	This consultation paper discusses the policy background and aims of the scheme; its broad shape and operation; what should be eligible for match-funding; and the conditions of grant and information requirements to inform the evaluation of the scheme.     

	1.7
	The Government has already taken decisions in a few areas and these “fixed points” are set out below.  Beyond these fixed points, there are a number of other criteria which we plan to build into the scheme and then some further issues where tough choices will need to be made and which are the subject of this consultation exercise. There are some specific questions on which we would welcome views.  When final decisions are made later in the year on these difficult issues, it will not be possible to please everybody: we have already established in informal discussions with stakeholders that it is possible to make convincing arguments on opposing sides of some of the questions that need to be answered. 

	1.8
	We do not intend to cover every issue in this consultation exercise. More technical issues will be pursued through more appropriate channels such as the British Universities Finance Directors Group. At this stage, we are particularly keen to hear the views of the leaders of Higher Education Institutions, and development staff on some key issues of principle.  We are also keen to listen to the views of donors and potential donors.  

	1.9
	We have worked closely with Universities UK, the Council for the Advancement and Support of Education (CASE) which administers the Ross Group survey which is the main source of data on fundraising and with fund-raising experts in the Higher Education sector in drawing up this consultation document, and we will continue to work with them and the Higher Education Funding Council for England (HEFCE) in finalising and implementing the scheme. All will be represented on the DfES steering group that will monitor the progress of the scheme.  

	1.10
	The scheme will be administered by HEFCE.  However, as this is additional money for the sector it will constitute a separate, demonstrably additional, funding stream.  Of course, the Council will administer grant in ways which protect the interests of the taxpayer, as with other public funding. But the context for this particular funding stream is that, like variable tuition fees, it is part of the Government’s drive to increase the autonomy and financial independence of Higher Education providers.  The Government also acknowledges that donors are more likely to give to Higher Education if their gifts are, and are seen to be, additional to core state funding.  

	2
	The Fixed Points of the Scheme

	2.1
	As indicated in paragraph 1.7 above, the Government has already taken decisions in some areas. These are:  

A.     The Government will provide £200 million over three academic years. The scheme will start in August 2008 with annual matched-funding payments being made retrospectively from August 2009.  Participation in the scheme is entirely voluntary. 

B.     There will be caps (set on a three year basis) on grant contributions for individual institutions to ensure that the money is not concentrated in just a few institutions.   

C.     The overall scheme will consist of a number of tiers, each with different rules to reflect the different needs of different institutions.

D.     Once an institution enters one of the tiers of the scheme it will have 3 years starting in August 2008 in which to raise qualifying cash donations, which the Government will match-fund up to the level of the appropriate cap.

 E.     Institutions will be free to decide for themselves (subject to the commitments required by donors) how to spend the extra resources made available.  

F.     Grant will be paid retrospectively by HEFCE on submission of completed financial returns and performance of any conditions of grant which may be set.   

	2.2
	Other Criteria We Plan to Adopt
While we have not yet taken final decisions in these areas, we intend to design the details of the scheme to take account of the following points:  

G.     We will measure success criteria and allocate grant with the aim of demonstrating that over the three years of the scheme (i) the aggregate level of voluntary giving and (ii) the aggregate level of institutions engaged in successful fund-raising is additional to the current position.   It would be hard to justify any public funding through this sort of scheme if we did not take account of the need to demonstrate additionality. However, there are some choices to be made about the application of the principle of additionality on which we are seeking views in this consultation.

H.     Whatever the precise number of tiers in the scheme and the number of institutions within each tier, the scheme taken as a whole should help:

(i)     The majority of publicly funded English higher education institutions to achieve a step change in fundraising.  Match-funding for this group will be on a 2:1 private to public basis.  This group should receive the lion's share of the available grant

(ii)   Our most successful fundraisers to become more able to compete globally by offering an additional grant for those who raise the highest amounts in donations.  In return for more grant through a higher cap, these institutions will need to lever in a greater proportion of private donations.  Match-funding for this group will be on a 3:1 private to public basis.  This tier is mainly intended for the universities of Oxford and Cambridge, who have considerably more developed fundraising capacity than the rest of the sector, but a capacity that still lags that of their international peer group.  However, other institutions may also wish to be included in it, and will have an opportunity to express a preference.

(iii)  Other publicly and directly funded HE providers in England should have the potential to benefit to increase their fundraising capacity.  This includes both higher education institutions which do not feature in either of the tiers above and some further education colleges which provide HE.  Match-funding for this group will be on a 1:1 private to public basis.  

I.     Every eligible institution that chooses to participate in the scheme will enter one of the tiers of the scheme.  Once in a particular tier, we do not anticipate any movement between different tiers for the period of the scheme i.e. between 2008 and 2011.  As a result, all institutions would have early notice of the level at which their caps would be set and would have a three year window between August 2008 and July 2011 in which to raise funds by enough to reach the level of their cap.  

J.     If any grant underspends were to occur during the first or second year of the scheme, we propose that they should be rolled forward to the third and final year. So an institution which did not initially raise a significant amount of additional funding from new donations in the first or second years of the scheme would not lose grant overall provided it made up the difference in additional fundraising in year 3 of the scheme. 

K.     Conversely, if the level of additional fundraising achieved by an institution reached the level of the cap in the first or second year of the scheme, we propose that the institution should still be guaranteed to receive match-funding grant up to the full level of the cap although grant payments might need to be phased over three years.  

L.     At the end of  the three year window ,  if any institutions failed to reach their cap by 2011, we propose that the resulting grant underspends should be carried forward into the following year, pooled and re-distributed between some or all of those institutions that had raised more than their cap. This would provide an incentive to continue to raise funds after the level of the cap had been reached.  Any   redistribution should give further reward to the institutions that have most improved their performance over the life of the scheme.

M.     Every institution which wishes to participate in the scheme should provide information about its fund raising performance: in practice our view is that this is likely to mean that participants must complete the annual Ross Group survey on fund-raising. Details of the survey and instructions on how to complete it can be found at 

http://www.case.org/Content/CASEEurope/Display.cfm?contentItemID=6610
The exact data to be collected through the survey will be continue to be determined independently by representatives of Higher Education providers and fundraising experts rather than set by the Department. 

	3
	Issues for Consultation

	3.1
	What follows sets out the areas where we are particularly keen to receive views from consultees on the detailed proposals outlined below, as they will be at the heart of the scheme. 

	3.2
	The two most important are inter-related and concern whether and if so how to take account of  the baseline fundraising position for institutions and the allocation of institutions to one of the tiers of scheme prior to the start of the scheme.

	3.3
	Baseline and Additionality Issues

	3.3.1
	At the Aggregate Level
As stated above, our intention is that the scheme should lead to an increase in the aggregate level of voluntary giving compared with the current baseline position.  We also want more institutions to become successful fundraisers. It follows that we need to measure fund raising performance at the outset of the scheme as accurately as we can – and we would like to do so both at aggregate and institutional level.  So we need to establish a financial baseline that ideally is relevant, accurate, comprehensive and objective.  A possible starting point for might in principle be HESA data covering “income from endowments”.  This is the most comprehensive data source readily available. It is a reasonable proxy for what we want to measure and encourage.  But, in our view, it does not necessarily reflect levels of annual voluntary giving as opposed to investment performance.

	3.3.2
	So although it is less comprehensive than HESA data covering fewer institutions, we are inclined to think that the data from the Ross Group survey on the total level of cash received (not pledges) from philanthropic giving is the best single measure of voluntary giving for this purpose. In order to take some account of the uneven nature of income from annual fund-raising, we propose to calculate an average level of giving over a three year period - perhaps 2003-04 to 2006-07.  We may also need to adjust the raw data to reflect the eligibility criteria for matched-funding discussed in paragraphs 26-29 below.  However, our initial estimate of the aggregate baseline position would suggest that it is in the region of £200-250 million a year with over 70% of the funds raised by less than 7% of English institutions.

Q.1 We invite views on the proposition that Ross group data is the best means of establishing baselines?

	3.3.3
	At the Institutional Level
There is a question about whether there should be “baseline  thresholds” for individual institutions which they would have reach before the Government would start to match-fund additional donations, and if so, how such thresholds might be set.  The advantages of including thresholds within the scheme would be to minimise deadweight costs and to incentivise all institutions to increase their existing level of fundraising.  The disadvantages of such an approach might be to dissuade potential donors from making gifts because they could not be sure that the Government would match-fund their donations or would only give after the institution had reached its baseline target. That in turn might cause institutions, particularly those without a tradition of fundraising, not to ask for donations to the same degree as the Government would like. Another potential disadvantage is that if the thresholds for individual institutions were set at their existing level of fund-raising, it would penalise institutions which had been relatively successful in raising funds and possibly create a perverse incentive not to raise funds before the start of the scheme in 2008. 

	3.3.4
	The Government believes that it is necessary to balance these conflicting pressures, but will not decide how to do this until after this consultation exercise. At present, we can see a case for significant thresholds for the institutions which are the most successful in raising funds. In other cases it may be that any thresholds would need to be set at a level which enabled institutions to attract donations which might only be made because of the prospect of matched-funding. Such thresholds might be set at zero or close to zero in some cases. However, in order to incentivise institutions to seek more challenging levels of total private fund-raising, we are inclined to make available more grant to those institutions which have to reach relatively high thresholds before they start to attract any match-funding.

	3.3.5
	If we decide to incorporate “baseline thresholds” which institutions must meet before they become eligible for matched-funding, we would need to decide whether to set them: 

(a)   using data for individual institutions or 
(b)   using average levels of fund-raising for institutions within a class.  

If we were to do (b), on the basis of the Ross Group data we might perhaps calculate about 3-4 different thresholds reflecting the existing pattern of fund-raising across the HE sector in England.  There would need to be a separate baseline threshold for the universities of Oxford and Cambridge which would need to be set in consultation with those universities and significantly greater than the threshold set for institutions which were the least advanced in terms of voluntary giving.   

Q2. How should the Government balance the conflicting pressures identified in paragraph 16? Should baseline thresholds be set and if so how should they be calculated?

	3.4
	Allocating Individual Institutions to Tiers

	3.4.1
	Because it will not be possible for an institution to move between tiers of the scheme once it has begun, the rules for deciding who joins which tier are important.  We see two generic options for allocating institutions to tiers. The first would be based on an assessment of past/current performance.  The most successful existing performers would be allocated to the higher threshold scheme; and a second larger tranche would join the main body of the scheme.  The measurement used to determine performance would be the Ross Group survey data averaged over three years.

	3.4.2
	An alternative approach would be that institutions should be free initially to express a preference for which of the tiers of the scheme they would like to join.  This is attractive because it gives an element of choice, which could be desirable because membership of a particular tier of the scheme carries different risks and rewards.   Membership of the top tier scheme allows access to higher levels of Government funding if ambitious targets are achieved, perhaps including a requirement to reach a threshold before becoming eligible for match-funding grant, but would be less rewarding and riskier for less advanced performers.  The exact level of the grant caps to be set for each tier of the scheme would take some account of the preferences expressed by institutions. 

	3.4.3
	We recognise that there are a number of institutions which do not currently complete the Ross Group survey.  As we think this is the best available data of what we want to measure, we think that if an institution wishes to participate in the first or second tier of the scheme, it must complete the survey for at least the last two years.  In the absence of such data, an institution would only be eligible for the lowest (about £100,000 capacity building) tier of the scheme. 

	3.4.4
	While we would aim wherever possible to take account of preferences expressed by institutions for particular tiers of the scheme, it is possible that some first preferences might not be met while remaining within budget. In this event, we propose that any necessary decisions would be taken by an independent panel of experts without an interest in any of the institutions under consideration.  The decisions taken by such a panel would be final as regards the measurement of the baseline performance of each institution or class of institution and the allocation of that institution to a particular tier of the scheme.  This would build on the existing approach to the pathfinder scheme in which the institutions selected to take part in the scheme were chosen on the basis of informed judgements by an expert panel convened by UUK and that panel took account of evidence of current levels of fund-raising in deciding which institutions should participate in the scheme.   

Q3 How should we allocate individual institutions to particular tiers of the scheme?  Should there be an element of choice?  

	3.5
	Incentives to Increase Fundraising Above Caps and Reward Improved Performance

	3.5.1
	As noted in the fixed points above, we propose that at the end of the three year period of the scheme, if any institutions fail to reach their cap by 2011, the resulting grant underspends should be carried forward into the following year, pooled and re-distributed between some or all those institutions that had raised more than their cap.  This would provide an incentive to continue to raise funds after the level of the cap had been reached.  

	3.5.2
	Consultees are invited to put forward criteria for the distribution of any grant underspends which may materialise in this way. There may be a balance to be struck between rewarding absolute levels and recognising those institutions which had made the biggest relative improvement compared with their starting point. We envisage that any such criteria should apply to any of the 250+ publicly and directly funded HE providers in England and our preference is to reward relative improvement more than absolute levels of giving.  

Q4. How should any grant underspends be redistributed after three years to reward institutions with the greatest levels of relative improvement?  We would welcome initial views on this although we do not propose to take final decisions on the redistribution criteria until the scheme is up and running.

	3.6
	How to Measure Income: What Should and Should Not Count as Eligible Income

	3.6.1
	Consultees are invited to comment on the suggestions in the following section. Our starting position is that what we should be seeking to measure is the level of new cash donations actually received over a certain timeframe, and that there should be no de minimis limit on the level of individual qualifying gifts for the purpose of attracting matched-funding as we are seeking to increase the number of donors to a larger number of Higher Education providers as well as to increase the overall level of donations to Higher Education. Cash donations from pledges previously given to institutions would count. However “new” might also mean “additional” to the assessment of baseline fundraising.  

	3.6.2
	What Should Not Count
We propose that interest received or receivable from existing donations/endowments, public grants, Lottery funding, income from contracts or research funding, income acquired through donated covenants from spin-out companies or gifts from wholly owned subsidiaries, gifts in kind, cash from legacies and pledges of donations should not count for the purposes of attracting matched-funding.  

	3.6.3
	Who Should Do the Counting
Our starting proposition is that we should use data from the Ross Group survey to measure the level of eligible donations received and that the return should be certified as accurate by or on behalf of the head of each institution. A sample of these returns would be audited as part of the normal scrutiny of the accounts of Higher Education Institutions. However, we will consult both the British Universities Finance Directors Group and the Higher Education Regulatory Reform Group about this approach or any alternatives given the need to strike a balance between minimising the burden for institutions and protecting the interests of taxpayers.

	3.6.4
	Some Borderline Cases
We would value views on the extent to which we should allow cash donations received from international sources (as well as the UK) to be eligible for matched funding. We also seek views on the extent to which we should treat cash donations from: 

(i) UK based companies, 
(ii) UK based trusts and foundations; 
(iii) Overseas based companies; and 
(iv) Overseas based trusts and foundations.  

While our priority is to encourage private giving from individuals, should we also include charitable giving more widely? How should we treat companies, trusts and foundations for the purposes of this scheme?  Our thinking is that they should be included provided the donation is (a) auditable cash (b) a gift and the donor is (c)  wholly independent of the receiving institution, but what do consultees think?    

	3.6.5
	Gift-Aid
On balance, we are also minded to allow the gift-aided element of any cash donations to be matched-funded. The existing set of gift aid reliefs are generous by international comparison but under-used in relation to giving to Higher Education. We hope the scheme acts as a catalyst to change this

	3.6.6
	When Must Gifts Be Received
For the period of the scheme, only eligible donations actually received during the three-year period between 1 August 2008 and 31 July 2011 would count for matched-funding.  

Q5. Consultees are invited to specify what should and should not be counted in order to qualify for matched-funding. 

	4
	Conditions of Grant and Information Requirements

	4.1
	Because the funding is accruing to autonomous institutions, we do not want to prescribe what the income from this scheme can be used for as priorities will be different depending on the institution – some may increase student bursaries, some may improve libraries, laboratories or sports facilities for example.  Overall across all the institutions in the scheme, we expect about half to be spent on capital purposes, although the revenue: capital balance at different institutions may vary considerably. 

	4.2
	While we do not want prescribe what institutions do with their resources, there will be four main conditions of grant attached to this scheme:  

(a) Institutions must participate in and complete the annual Ross Group survey. Details of the information collected through the survey and the accompanying instructions can be accessed at paragraph 2.2 M above. 

(b) Institutions must provide short but regular reports (if requested) to their donors about the difference their donations are making;

(c) Institutions must comply with the conditions of grant set by HEFCE in its capacity to safeguard the proper use of public money; and 

(d) Institutions must, at the end of the three year period of the scheme, provide a short final report to HEFCE setting out in financial and non-financial terms the scheme has made.

	4.3
	We propose to use the information in (a) and (d) as the basis 
for monitoring and evaluating the scheme.    

	5
	How To Respond

	5.1
	You can respond on-line at:
www.dfes.uk/consultations/
or in writing to:
Angela Webdale
N4
Department for Education and Skills
Moorfoot
Sheffield
S1 4PQ

or by e-mail to:
Giving2he.consultation@dfes.gsi.gov.uk

	6
	Additional Copies

	6.1
	Additional copies are available electronically and can be downloaded from the DfES consultation site at:
www.dfes.gov.uk/consultations/
 

	7
	Plans for making results public

	7.1
	Once we have considered the responses to this consultation we will amend this draft scheme as necessary and publish a finalised version on the Department's website early in 2008.


