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Abstract:

To systematize theoretical, methodological and practical aspects of endowment funding as an effective form of partnership
between the business sector and the higher education system (as the example of training specialists in the tourism industry)
and to identify its modern country-specific features and opportunities for extrapolation and adaptation of positive foreign
experience in this field in countries with developing market economies (particularly, in Kazakhstan), to ensure a sustainable
social and economic growth. The work applies an arsenal of systematic, structural, statistical and comparative methods of
analysis. We have revealed the economic nature of educational fundraising and its socio-economic purpose; structured the
classic elements of educational fundraising and proved the endowment-funding model can be an effective form of educational
fundraising; performed a country-by-country analysis of the principles of university endowment, their common features,
peculiarities, and extrapolation opportunities for countries with developing market economies (particularly, for Kazakhstan).

Keywords: endowment; endowment fund; endowment funding; fundraising; educational fundraising; tourism industry.
JEL Classification: Z31; Z32.
Introduction

The current stage of social evolution is characterized by the trend of sustainable development. It involves
modernization of a counter-cyclical policy to reduce the amplitude and duration of the crisis phase. Moreover, in
sustainable development profile, all basic components of social progress — economic, social, and environmental —
are equivalent. Of course, sustainable development is possible only in conditions of a developed macro-
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environment, which allows increasing post-industrial opportunities, while reducing the widespread absorption of
material resources. Thus, sustainable development implies not just economic growth, but also on its basis a gradual
reduction of social disequilibrium and environmental problems.

In an algorithmic form, the terminus a quo of possible prospects for sustainable development is a developed
industrial environment with scalable production, which allows for a significant “overflow” of national income growth
into the social sphere: to reduce unemployment due to the diversification of markets and the emergence of cluster
industries; to expand the parameters of income-consumption dilemma for the most vulnerable segments of society;
to form social guarantees for people with disabilities, and other challenges. At the same time, the growing economic
wealth, while absorbing the resource base, destroys natural balances in the ecological system: a cumulative
mechanism of accumulated risks in the natural environment emerges. So, economic dominants for general stability,
on the one hand, objectively minimize social issues, but at the same time exaggerate the consequences of
maximum involvement of natural factors in reproductive process.

1. Research Background

In today’s more structured form, sustainable development leads to a revolutionary modernization of usual trajectory.
Which is reflected in what, exactly? In the change of direct and reverse connections within the social movement. If
within the traditional trajectory, economic relations were the only dominants that characterize functional directions
of both social relations and environmental prospects, now it is time for the system of social initiatives and visible
environmental risks to reverse the active impact on the economy. So, the structure of “leading” and “driven” forces
is changing. The social sphere begins to take the place of the regulatory center. The increased quality of human
capital creates a differentiated social field: public organizations, social capital institutions, civil society institutions,
various forms of environmental movement, etc. Based on a wide range of expert assessments, it is the social
sphere that sets guidelines for the development of the economy itself, and the ecological foundation of society’s
life. It is the social sphere that becomes a communicator in conditions of general convergence of business, the
state and society as a whole. Therefore, it is human capital that is now becoming not only the most effective factor
element of the economy, its information and innovation generator, but also the consolidating core of sustainable
development. In this regard, the whole issue of models, forms, functional and operational mechanism of those
institutional and economic phenomena that purposefully reproduce the conditions for the constant modernization
of the quality of human capital is being mainstreamed. Endowment funding also belongs to them. In the most
general form, endowment (contribution, gift, or donation) funds are a form of long-term attraction and use of funds
for certain socially significant purposes. Educational fundraising based on endowment funds appears to be the
most extensive in terms of socio-economic results. The world practice applies a multitude of effective endowment
tools that allow building a systematic relationship between business and education to dynamize the development
of universities, ensuring high standards of the scientific and educational process. Modern endowment mechanism
covers a system of actors: universities as producers of new knowledge; business community as systemic “donors;”
alumni as special benefactors; and management companies as operators of the endowment capital increment. The
overall socio-economic effect of the endowment fund is concentrated in the mechanism of a relationship of resource
attraction model, cause-and-effect relationships of charity, and relevant scientific and educational projects funded
by the endowment.

How does endowment funding affect the sustainable development profile?

First, in economic terms, it forms a source of non-state targeted financing. Moreover, since the fixed
endowment capital is invested in various assets (be it direct monetary investments, securities, or real estate) and
is inviolable, this guarantees a regular income and therefore a certain level of financial stability. Further, the use of
income from investing assets increases the opportunities for innovative training programs and the growth of
professional competencies of future experts. And this is an additional fuffilling the demand of modern innovative
economy as a source of sustainable development. So, the use of endowment funds to update educational
programs, to improve the qualifications of the teaching staff, for innovative research projects, to support talented
young people — these are the components of human capital development in these conditions. Which is the main
dominant of the modern trajectory of sustainable development?

Secondly, in social terms, endowment funding also contributes to reducing social inequality through the
issuance of study grants for low-income students. In addition, the funding mechanism itself expands and reproduces
the interaction between business and the state, identifying and financing the most promising areas through, in
particular, the tools of public-private partnership. Further, the creation of a permanent, self-replicating basis for
targeted social investments leads to status changes. Through the endowment, a person realizes himself as a
subject of the economy and civil society, as a subject of market and social relations, as a subject that ensures the
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development of human potential. By contributing funds to endowments, all donors become subjects of social
development along with the state. The relations of a person and the state become complementary. The donor
indicates social goals to invest from the endowment income in. As a result, social significance of the entire donor
system, including the individual, increases. And this optimizes the social sphere and contributes to the emergence
of additional factors, both the activation of the functions of human capital and the trajectory of sustainable
development.

Currently, the general algorithm for the functioning of endowment funds in developed countries has been
systematically elaborated. Among the actual problems, we can note the diversification of the subjects of charity,
which is expanding in its coordinates in each country. In this regard, the work by B.R. Hopkins (2017) on the modern
mechanism of functioning of non-profit organizations and the arsenal of charity appears significant.

Problems of the emergence and development of endowment funds in higher education have been studied
by a few economists: Hansmann H. (2017), E. S. Schumacher (2017), H. L. Lee (2018), J. Lerner, A. Schoar, J.
Wang (2018), H. S. Rosen, A. Sappington (2017), H.-D. Meyer, Zhou K. (2017), A. Dawson, E. Yeomans, E. Brown
(2018), etc.

In the Post-Soviet space, the issue of attracting resources to the educational sphere started getting
addressed only in the early 2000s. The practical reason for this were such factors as the lack of financial support
in higher education, and the urgent need of the real sector of the economy for highly qualified personnel. The
Russian Federation succeeded much more in the aspect of the systemic formation of endowment funds. We can
distinguish the normative documents adopted in Russia and the directions of author’s research in the analytical
plan. That said, the definition of basic institutional boundaries for the development of endowment funds is fixed in
the Federal Law of the Russian Federation No. 275-FZ of December 30, 2006 “On the procedure for the formation
and use of the endowment capital of non-profit organizations” (Federal Law). On this legislative basis, Russian
scientists are investigating a whole range of key points of endowment funding in the country, in particular:

- Ivanov O. (2018) analyzes the organizational and economic mechanism of the formation of endowment
funds;

- Balatsky E. V. (2017) analyzes the general system of structuring university endowments and their
bottlenecks in the realities of modern Russia;

- Nikulina I. E., Proschaeva N. V. (2018) analyze the applied elements of endowment funds, advantages of
creating endowments and justification of development prospects considering public-private partnership;

- Titov V., Endovitsky D. (2017) analyzes the relationship of all the subject elements of the endowment, its
benefits for universities;

- Mirkin Ya.M. (2019) analyzes the macroeconomic tasks of endowment funds: emergence of institutional
investors, implementation of innovative projects on this basis, formation of a project financing mechanism to
stimulate regional growth points.

At the same time, despite the intensification of analytical work and the practice of forming endowment funds
in Russia, we should summarize that the state of the issue is far from the limits of maturity of classical endowment
funds, although 86 endowment funds are already functioning in Russian practice.

The need to improve the financial mechanism for attracting and using targeted capital of non-profit
organizations is beyond doubt, since activities are aimed at improving the quality of education, its accessibility,
developing resource potential, and not maintaining minimum social standards and helping recipients of educational
services in a critical situation.

The formation of endowment funds shows that funds received by educational institutions from individuals
and legal entities as charitable donations are the most important source of additional financial support. The issue
of financial support for the organization of education of students on the basis of a system of grants is urgent. One
of the priority directions of the state socio-economic policy of Kazakhstan in modern conditions is to ensure the
availability of quality education that meets the requirements of innovative socially oriented development of our
country.

Over the past decades, according to (Sandstrom et al., 2018), efforts to promote academic
entrepreneurship, loosely defined as initiatives aimed at creating secondary knowledge from university research,
leading to the spin-off of universities or the creation of new enterprises, have been highlighted as a stimulating
innovation and economic growth.

Recently, the role of universities has changed from sources of academic knowledge generation and
providers of well-educated human capital included in students and graduates (Audretsch and Lehmann, 2018) to
the means by which policymakers promote growth and innovation in the higher education sector. Consequently,
universities are seen as key players in fostering economic growth and encouraging entrepreneurial behavior and

2196



Journal of Environmental Management and Tourism

innovation, thereby benefiting and supporting private sector actors in achieving firm-level growth (Cunningham et
al. 2019), (Guerrero, Cunningham, and Urbano, 2018).

As suggested by Civera, Meoli and Vismara (2017), universities are at the center of knowledge creation and
use, they are directly funded to implement a mix of innovation and entrepreneurship policies or, more often,
indirectly supported through partnerships with industry.

To conceptualize the structure and function of such university-industry-enterprise networks, academic
studies Colombo et al. (2019) and Hayter (2018) introduced the metaphor of “ecosystems”. In this context,
“entrepreneurial ecosystems” are gaining popularity as a means of describing, explaining, advertising and
conveying thoughts, frames and opinions about how entrepreneurs interact with their environment as economic
agents (Acs et al., 2018), (Audretsch et al., 2019).

The entrepreneurial ecosystem is characterized by the participation of entrepreneurial firms as an important
product of economies and an important mechanism for explaining the outcomes of economies, a structure that
promotes entrepreneurship such as financiers, disseminators, suppliers or consumers, and management to
coordinate and motivate entrepreneurship through the establishment of rules and norms.

Within such an entrepreneurial ecosystem, HEIs and universities in particular play a key role as anchor
organizations, as they not only contribute to the continuous development of science, technology, know-how and
skills, but also exercise the leadership role manifested through the creation of an entrepreneurial mindset of
universities. realizing their economic and social potential (Civera, Meoli, and Vismara, 2019).

One of the important aspects of fulfilling the role of the anchor organization in the development and
promotion of the entrepreneurial ecosystem is the autonomy of the university as an organizational entity. In
particular, the promotion and recruitment of key agents according to Sanz-Menendéz and Cruz-Castro (2019), such
as principal researchers and celebrity scientists, is an important aspect of academic entrepreneurship.

Recently, there have been policy initiatives to stimulate scientific performance (Daraio et al. 2019), for
example, the Excellence Initiative in various European countries is owned by authors such as Sgrensen, Bloch,
and Young, (2018), Menter, Lehmann, and Klarl (2018) or performance-based funding mechanisms (Meoli, Pierucci,
and Vismara, 2018). The overall goal of these policy initiatives is to improve higher education systems and its socio-
economic impact in a progressive society, directly or indirectly directed at different levels Lehmann and Stockinger,
(2019), innovation and entrepreneurship, or university results and productivity (Froehlich, 2018).

Despite the relevance of the analysis of university endowment funding in the world theory and practice, in
Kazakhstan, research and applied activities in this direction are even more fragmented. There are few works on
this issue; their content is mainly within the scope of the problem delivery.

1. Methodology

The factorial nature of educational fundraising is analyzed based on the system method and the method of scientific
abstraction. Structuring of the classic elements of endowment funding of higher educational institutions is
considered on the basis of historical, logical and system analysis. Using side-by-side comparative, functional and
statistical analysis, and the method of extrapolation, we identify country features of the functioning of endowment
funding of universities and the possibilities of adapting effective foreign experience for countries with developing
market economies (particularly, for Kazakhstan).

2. Results

Achievement of modern economic growth of an innovative type actualizes the convergence of the following areas
of socio-economic activity:

a) modern educational activities, aimed at increasing the quality of human capital, scientific design for
expanding the system of knowledge and innovation (Avdeeva et al, 2021);

b) diversification of business, aimed both at macro indicators of economic growth and the development of
social parameters of society (Gordeeva et al, 2017) (Zhartay et al, 2017) (Andarova et al, 2016).

In this regard, the forms of social partnership between business and the academic environment appear
promising. These are associated with fundraising activities that were developed in the last third of the last century
(Savchenko, 2019).

Fundraising (Lat. fund — “financial resource,” raising — “collection, formation”) is a process of attracting
resources, mainly monetary, for the implementation of a project that an organization cannot provide itself. The
purpose of fundraising is to combine disparate resources and provide them to support an already developed project
(Dulatbekov, 2021)
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Educational fundraising is the attraction of monetary and other funds by educational organizations for
projects of development of educational institutions and support of subjects of the educational process.

Fundraising activities are based on the principles of charity, social responsibility, and rational financial
planning. However, fundraising differs significantly from investment (Table 1).

Table 1. Fundraising and investment comparison

Criteria Investment Fundraising

. An investor who receives a commercial profit from | A donor who provides charitable aid
Subject L ,
participating in the project
Ownership relations Invested funds remain the investor's property Charlltable contributions  are
gratuitous transfer of funds
Attracting additional funds to the organization for Attrac.tlng. additional fgnds to. the
I : . . . . ) organization for social projects,
Investment destination certain projects, including accumulation of fixed | . ; ; )
including accumulation of fixed and
assets : :
working capital
. . . As a rule, short-and medium-term
Project durations As a rule, long-term projects .
projects
, A clearly scheduled time-based phased or one-time Irregula.r mvestment. , of  funds
Investment regularity . depending on the decision made by
investment of funds the donor

Source: compiled by authors

American universities attract a whole staff to manage fundraising, relations with the state government,
research funding, and financial flows. Special structures created and actively operating in US universities carry out
strategic planning of fundraising and implement a fundraising strategy. Such departments closely interact with the
Alumni Association, the university’s PR service, the university’s career and employment center.

In addition to internal structures, it is also important for fundraising to create external structures, the most
significant of which is the University Board of Trustees. In the world practice, it is customary to include large financial
donors of the university, influential public and political figures in the Boards of Trustees of universities.

One of the most common forms of fundraising is an endowment, a fund formed of charitable donations to
the university. Endowment mechanism is a fairly common tool in the world for attracting and effectively using funds
by universities.

Table 2. An endowment fund and a charitable foundation comparison

Criteria Endowment fund Charity fund |
Source of funding Donor contributions Donor contributions

. i . - Foundation - Foundation
Actors (subjects of financial

X - Donator - Donator
relations) .
- Management company (generates income)

Source of funding Income from the investment of endowment capital | Foundation resources

A more clearly defined range of potential donors | An indefinite range of potential
consisting mainly of a particular university alumni | donors

Financial resources, although
usually not capital, i.e., its
turnover and income from
Always a target capital, i.e., mandatory investment | investing funds are not expected.
and income from it are assumed The funds can be directly and
immediately directed to the
relevant needs of this social
sphere

The donor can determine a
specific goal and a specific
Managed by a collegial body, the board of trustees | recipient of the assistance
Spending management within the framework of the goals established in | provided. E.g., a donor can take
the organization Charter on the tuition fee of a particular
student, they can also do this
charity event outside of any fund

Potential donators (donors)

Economic nature of the fund

Source: compiled by authors
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An endowment is a fund formed for stable long-term financing of non-profit organizations (usually those of
education, science, culture, healthcare, and other social facilities).

Endowment funds’ assets are replenished at the expense of private donations, i.e., the “body” of the
endowment capital itself is formed at the expense of charity proceedings. This target capital is invested by the
management company on the basis of trust management. The investment income can be used for the needs and
development programs of a specific social object that established it (in our case, the university).

The donors can be previous year alumni, patrons, private and corporate benefactors. The task of
endowment funds is to accumulate funds from benefactors, place endowment capital on capital markets through a
management company, and direct the income received to finance university activities.

Donation and endowment are not the same thing. When endowing, the purpose of the allocated funds is
clearly highlighted; if this condition is not met, the funds must be returned.

Endowment funds are often confused with charity funds. Table 2 shows the differences between them.

An endowment is a financial relationship, since it is supposed to redistribute financial resources on a
voluntary basis by accumulating donations from donors on a charitable basis and distributing them to the needs of
the education system.

Such financing is usually carried out not at the expense of the state budget and not at the expense of income
from the activities of the university.

As the following figure shows, endowment funding allows each component of the social environment to
achieve its goals and meet its needs (Figure 1).

Figure 1. Collaboration of actors’ goals within the framework of the educational endowment institute

[

*The need to form )
human capital, the
need for a more
meaningful, targeted
redistribution of
financial resources and
value in a non-

monetary form

administrative staff,
teachers, technical
equipment and

infrastructure of the
university

(-Management and )

*The institute of sponsory
as a component of social
responsibility of business
with its targeting, status
and target direction of

kfunds J

*Talented students, socially
vulnerable categories of
students; financing of
events for students

L )

Source: compiled by authors

Advantages of endowment funds functioning in educational organizations include the following:

= development of university’s financial autonomy and the emergence of prospects for long-term planning
of its activities;

= development of a mechanism of private investment in education, science and innovation;

= financial support for social programs of universities, scientific research and start-ups, development of
the infrastructure of universities, material incentives for students and teachers;

= avoiding the risk of spending the endowment capital itself, which is inviolable and is a kind of guarantee
of funds from income in the future, i.e., as a stable source of financial resources for the long-term development
goals of the university;

= the structure and scheme of activity more transparent compared to charity funds.
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The following figure shows the classic model of the formation and use of the endowment fund’s endowment
capital (Figure 2).

Figure 2. Model of formation and use of endowment fund’s capital

Management company

Trust management of Income from the
target capital investment of
endowment

Donations from alumni and

other benefactors 2
I Endowment fund I

Net profit

I University I

Source: compiled by authors

Figure 2 shows the scheme of the classic endowment fund. However, in the world practice, there are other
types of endowment-like funds.
Figure 3 shows classification of endowment funds in accordance with its features (Figure 3).

Figure 3. Classification of endowment funds by specific characteristics

 classic endowment fund
by the mechanism of creation and > urgent endowment fund
functioning  quasi-endowment

\_ "deferred qifts” fund

> closed endowment fund
by the structure of donors s open endowment fund
= mixed endowment fund

l* endowment funds for private purposes
by creation goals  endowment funds for socially significant tasks

2 -’-public foundations
» foundations of charity organizations and joint funds

by financing specifics L separate funds

= endowment funds created by own efforts

by the method of creating and F endowment funds using the help of a public organization

raising funds

@ unlimited endowment tund
by spending the funds endowment fund for a special project

endowment fund, recommendations forthe use of which are

’

issuedby the donor

VVVV VNV

.
~
N - > operational endowment funds
by the method of achieving the set L hon-operational endowment funds
goals
.
=
* university-wide endowment fund
by creation level s endowment fund of a faculty or department
.

Source: compiled by authors

This classification is conditional and is not suitable for the practice of all countries. E.g., the United States
public universities are funded only from the state budget, and only private institutions create their own endowment
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funds. For other countries (including Kazakhstan and Russia), the interest of donors in the activities of state
universities is more acceptable.

The types of endowment-like funds shown in Figure 3 function on the basis of endowments, but they have
different mechanisms for their creation and functioning.

The urgent endowment fund assumes the use of the fund’s resources only after a certain period of time, or
after implementation of conditions stipulated by the donor. In urgent endowment funds, it is possible both to
gradually use the funds, as they do in a classic endowment fund, and to spend the principal amount (body) of the
fund after the time expires. In this vein, leading European universities are launching 5-year charity campaigns.

A quasi-endowment difference is that it is initially created at the expense of the organization’s own funds,
but then accepts donations. However, donors cannot impose restrictions on the use of the fund’s resources. If
necessary, organization can still use the main amount (body) of the endowment for its needs.

The “Deferred gifts” funds do not allow the organization to use the amounts of gifts and income from the
endowment until a certain point in time. Often, the term of the donator’s life is stipulated as a term; the organization
receives the right to use the funds after their death.

An endowment fund for a special project is created for the implementation of a specific project or program.

An unlimited endowment fund means that there are no restrictions in terms of spending the fund’s resources,
while decisions on the direction of spending are made not during the donation, but later as necessary.

An endowment fund, the recommendations for the use of which are issued by the donor, suggests that the
donor invest in the fund, and then determine the directions of use and investment of funds.

Figure 4 shows the stages of formation and development of the activities of endowment fund activities
(Figure 4).

Figure 4. Stages of formation and development of endowment funds

*making a decision on creation of an endowment fund
-development of a fundraising strategy at the university
«formation of the Board of Trustees

sdevelopment of constituent documents

= state registration

Stage 1
Preparation

- +«analysis of potential benefactors and their financial
( [ capabilities

sattracting donors from among alumni

=attracting donors from the business community
sattracting patrons

«conducting a fundraising campaign

+forming the required amount of endowment capital

Stage 2
Endowment capital creation

Stage 3 *search for a management company
Transfer to trust management «transfer of funds to trust management
~
Stage 4 sallocation of directions for the use of funds from amaong
Use of income from endowment the statutory goals
capital «development of allocated funds
=constant monitoring and control of activities
Stage 5 sclarification and adjustment of the fundraising strategy
Monitoring the endowment fund *annual audit of activities
activities -development of measures to improve the endowment

fund performance

Source: compiled by authors

Each university endowment fund has its own algorithm for selecting and supporting funded projects: they
develop requirements for applications; they create procedures for reviewing applications, evaluating its criteria,
making a collective decision on financing or co-financing, etc. As a rule, requirements and procedure for actions
are set out in a special provision; all discussions are recorded in the corresponding minutes. If necessary, expert
groups are created.
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If we talk the endowment fund performance, we believe it is more correct to separate consideration of the
activities of the fund itself and the social efficiency of the targeted use of income from the endowment capital, and
the efficiency of investing funds (Table 3).

Table 3. Criteria for the university’s endowment fund performance

The process under evaluation Criteria for the effectiveness of the organization of the process
- amount of funds raised;

- market value of capital;

Efficiency of attracting financial | - growth rate of the endowment fund;

resources to the endowment fund - increase in the number of donors;

- number of donations for the reporting period;

- proportions of large and small donations.

- amount of funds transferred to the IHVE;

- improving the education quality;

- implementation of university’s social projects;

- number of scholarship programs for students and the total amount of their
Social efficiency of spending funds funding;

- number and cost of funded projects to update the educational and
methodological base of the university;

- number and amount of funding for support programs for teaching staff;

- number and cost of funded promising and breakthrough scientific projects.

- return on invested capital;

- degree of risk of financial instruments;

- degree of diversification of the investment portfolio;

- compliance with the investment goals.

Efficiency of investment of funds

Source: compiled by authors

In general, endowment fund performance should be evaluated in a comprehensive manner, and the listed
criteria should be considered in conjunction.

The world history of endowment funds goes back more than five centuries. The first prototype is considered
to be a donation made by the grandmother of King Henry VIII of Great Britain, Lady Margaret Bufort, in 1502, to
create chairs of theology at the universities of Oxford and Cambridge. In the United States, Harvard University is
considered to be the pioneer in creating endowment funds. It received a small plot of land from four alumni in 1649,
on which the Widener Library was later built.

The most famous international endowment fund is the Nobel Foundation established in 1900. The income
from the investments of this capital is directed to the annual awards to scientists.

Endowment funding by the university is more common in those countries where state support for education
does not prevail, and where private charity is encouraged in the national mentality.

Abundant funding contributes to the concentration of talent in world-class universities. This funding includes
the following sources:

= State budget and extra-budgetary funds;

= Endowment;

= Commercial basis for the provision of educational services;

= Research grants.

In addition to receiving state funding, The United States universities have their own endowment funds, and
can also receive donations and gifts.

All this allows universities to have a certain level of financial autonomy.

Since 2006, in the USA, endowment funds activities have been regulated by the Uniform Prudent
Management of Institutional Funds Act, July 7-14, 2006, UPMIFA.

Endowment funds of American universities are managed by a special body of the institute, which includes
independent members and donors. Either a specialized investment management company, or a structure specially
created at the institute or hired professional specialists can act as an asset manager.

The largest endowments operate at the following US universities: the five largest university foundations
belong to Harvard University, the University of Texas System, Yale University, Stanford University, and Princeton
University. Each owns assets worth more than $25 billion and growing, although at a slower pace compared to
previous years. In general, for the fiscal year ended June 30, 2020, American colleges and universities increased
their donations by 1.8%, excluding fees. This is less than the yield of 5.3% recorded in the previous financial year.
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Table 4. Top 5 US university endowment funds

Universities Endowment fund assets for 2020, billion dollars

Harvard 419
Texas 31,9
Yale 31,2
Stanford 28,9
Princeton 26,6

Source: compiled by authors

The above data comes from the National Association of College and University Business Officers and the
asset management company TIAA, which has collected data from 705 colleges and universities and their affiliated
foundations. In total, the assets of these schools amounted to $637.7 billion. However, while the largest
endowments were filled with billions of dollars in assets, a typical endowment would hold only $164.6 million.

University endowments do business to profit from assets that can then be spent on priorities such as
research, wages or financial assistance. A typical endowment had a drawdown of 4.59% in 2020, which is slightly
higher than the 4.36% of assets distributed in the previous year.

Next, let us take a closer look at the five largest university endowments.

Harvard University has the world’s largest funds with assets of $41.9 billion at the end of 2020, which is
7.3% more than a year earlier. The Harvard Foundation consists of more than 13,000 individual donations collected
over the past 350 years. In 2020, the foundation distributed $2 billion to the university, which is 37% of its annual
income. The Harvard management company has been controlling the university's endowment since 1974. About
36.4% of assets were transferred to hedge funds, which provided a yield of 7.9%. The share of public capital
accounted for 18.9% and a yield of 12.2%, while private capital accounted for 23% and a yield of 11.6%.

The University of Texas System had about $ 31.90 billion in target assets at the end of fiscal year 2020,
which was an insignificant change compared to the previous year. The University of Texas/Texas A&M Investment
Management Company oversees four main trust funds of the System, namely: a permanent university fund, a
permanent health fund, a long-term fund, and a separately invested fund.

The Permanent University Fund supports the University of Texas, Texas A&M University, and their smaller
schools. The Permanent Health Fund contributes income to medical research, health education, public health,
nursing, and treatment programs.

Yale University increased its funds by 6.8% in fiscal year 2020, reaching $31.2 billion in assets. The
Foundation has distributed $1.5 billion to the university, which is about 34% of its income. The fund’s profitability in
2020 corresponds to its 10-year track record, which shows an annual yield of 10.9%. The endowment aims at a
minimum allocation of 30% of assets with a lower level of risk, such as cash, bonds, and funds with absolute returns.
About 23.5% of assets are allocated to venture capital and 17.5% for repurchase at the expense of borrowed funds.

At the end of 2020, Stanford University had target assets worth $ 28.9 billion, which is 4.5% more than
before. In 2020, the foundation distributed $ 1.4billion to the university for 4.9% of its assets. This amount was
22.3% of the total university expenses. Most of the funds from donations go to scholarships, professorships and
other academic support.

Endowment is controlled by the Stanford Management Company, which also manages other university
assets. About 30.3% of university assets combined is directed to private capital. Funds with an absolute return were
21%, another 19% of international stocks and 8% of real estate.

Princeton University has $26.6 billion. As of the end of 2020, the assets of Princeton University amounted
to $26.6 billion, which is $440 million more. The Princeton University investment company manages most of the
fund. Managers earned 5.6% of the profit from the $26.1 billion they control. In 2020, the endowment distributed
$1.4 billion to the university, or 5.5% of what it had at the beginning of the fiscal year.

About 24.5% of donations go to support students. This allows the university to cover 100% of the cost of
tuition, fees, accommodation and meals for students from families earning less than $65,000 per year. About 24.5%
of students receive a Pell Grant, which is awarded based on financial needs. This is 300% more than in the
graduating class of 2007. More than 61% of undergraduates receive financial assistance, and 83% can leave school
debts without paying taxes.

The results of the functioning of these university endowments have also made a significant contribution to
the formation of a prestigious reputation among the universities of the world.
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Endowment funding has also been actively developing in higher educational institutions in Russia, where
institutions historically similar to modern endowment funds have existed since the XVIII century. One of the well-
known examples is the Lazarev Institute of Foreign Languages created off donations from Armenian merchants.

Currently, institutional basis for the creation of endowment funds in Russia is the Law of the Russian
Federation No. 275-FZ “On the procedure for the formation and use of endowment capital of non-profit
organizations” adopted in 2006 [9]. Along with this draft law, amendments to the Tax Code were also adopted,
exempting income from the target capital of endowment funds from income tax. To name a few, the following
fundamental principles have been clearly spelled out:

= Endowment fund of Russian universities is formed only through donations or bequests of funds;

= Trust fund’s financial resources are transferred in a management company trust;

= |nvestment income from endowment capital investments is used only for the purposes prescribed in the
endowment fund charter.

In some countries, endowment receives governmental support. E.g., in New Zealand, under a special state
program, about 40% of the assets of university endowment funds were formed off the contribution from the
Government Subsidy Account.

3. Training Specialists in the Tourism Industry

But still, comparing the indicators of foreign countries regarding the share of government spending on education in
total GDP, Kazakhstan has the least value in this comparison (Figure 5).

Figure 5. Amount of public funds per student, USD in 2020

55732 49156

13224 11955

12714 8819

France USA Malaysia China Russia Kazakhstan

Source: compiled by authors according to www.statista.com

Many countries stimulate the quality and effectiveness of education through the use of funding formulas or
performance contracts that include one or more competitive elements seen as driving factors. The funding formula
allows public funds to be allocated to HEIs based on their performance or the results they demonstrate.

Thus, the amount of funding per educational institution depends on the relative share of the total number of
“funded units”. Units can consist of the number of undergraduates and doctoral students attracted, the number of
students, the number of study credits received, the degrees awarded, the number of foreign students, etc. Different
countries use different indicators as achievements (Ali Ait Si Mhamed, Hans Vossensteyn, Rita Kasa, 2021, de
Boer et al. 2018).

In different countries, forms of assessment are used for teaching staff, specialties or entire universities. This
is @ common practice, for example, in Australia, Germany, Norway, New Zealand, the Netherlands and the UK. In
the Netherlands, all research groups or units within universities are required to participate in an external research
review, in which their performance is assessed in three areas:

1) the quality of research;

2) relevance to society

3) vitality.

In the UK, research funding is largely tied to the results of national assessments.

The analysis of funding mechanisms for the higher education system is currently being carried out in the
context of international events and strategic priorities set by individual states.

Modern financing of the higher education system is associated with finding a balance between financial
independence, diversification of resources and focus on results. This is due to the general development of events,
the shift of centralized government towards market regulation and decentralized decision-making, while competition
and linking budgets to indicators are becoming increasingly important.
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According to the data presented in the Figure 6, in 2020 we can observe a pronounced trend in the
development of income and expenditure current indicators of universities in Kazakhstan in Aktobe, Karaganda
regions, Nur-Sultan, Almaty, Shymkent.

Figure 6. Dynamics of indicators of current income and expenses of universities in Kazakhstan in the regional aspect for
2019, thousand tenge
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Source: compiled by authors according to https:/www.stat.gov.kz

The dynamics of the number of non-resident students from other countries during the year of the pandemic
changed slightly and did not affect the overall picture. India is in second place among the countries of arrival of
foreign students to Kazakhstan. In the RK, 4,2 thousand citizens study there. During the year, their number
decreased by only 230 people. The third line in the list of countries from which those wishing to study in Kazakhstan
come is Russia. There are 1.3 thousand Russians in Russian universities. In the 2020-2021 academic year, there
are 50 more of them.

Statistics confirm that citizens from countries with developed economies study in Kazakhstan. True, their
share in the total volume is very small (0.1%). For example, eight Americans, two citizens of the United Arab
Emirates, 33 residents of Germany, and one representative of Great Britain study at the universities of the Republic
of Kazakhstan.

Figure 7. The number of foreign students studying in the Republic of Kazakhstan in the 2020-2021 academic year, thousand
people
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Source: compiled by authors

The indicator of external incoming mobility in 2020 compared to 2019 is insignificant (2020 - 681, 2019 - 637
students). Of these, 604 bachelors, 68 undergraduates, 7 doctoral students, 2 residency students.

The highest indicators of external incoming academic mobility are in:

= national universities (301 people);

= state - 85;

= corporatized - 118;
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= international - 11;

= private - 166.

From European countries - 90, USA - 52, Southeast Asia - 205, others - 31 (Table).

The greatest representation of those wishing to study in universities in Kazakhstan is represented by the
CIS (303 people) (Figure 7).

Table 5. External incoming academic mobility of students in the context of the CIS countries, people

Country 2019 \ 2020 |
Russia 131 140
Kyrgyzstan 72 81
Tajikistan 108 42
Uzbekistan - 28
Belarus 5 11
Ukraine - 1
Total 316 303

Source: compiled by authors
Table 6. External incoming academic mobility of students in the context of Southeast Asian countries, people

Country 2019 \ 2020 |
China 131 122
Japan - 41
Korea 53 22
Singapore 6 8
Hong Kong - 5
Malaysia 5 4
India - 2
Vietnam - 1
Total 195 205

Source: compiled by authors
Figure 8. External incoming academic mobility of students, 2020, in %
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The number of foreign students by academic mobility in 2018 by region:

CIS - 324,

SEA - 196,

Europe - 57,

USA - 28,

others - 32 (Table 7).

From European countries, most of the students are sent from Germany, from Asian countries - China, from
CIS countries - Russia. Accordingly, the choice of 10 foreign students as the language of instruction of Russian
prevails - 374 people (54.9%). The greater interest of foreign students in educational programs is associated with
such an area of education as "Arts and Humanities" (25%), which includes such a specialty as the tourism industry,

hospitality.
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Table 7. External incoming academic mobility of students in the context of European countries, people

Country 2019 \ 2020
Germany 4 46
France 23 21
Sweden 1 4
Spain 3 3
Netherlands 10 3
Belgium - 3
Italy 6 2
Serbia - 2
Denmark 1 1
Poland 1 1
Switzerland 1 1
Lithuania - 1
Czech Republic 1 1
Norway 1 1
Total 52 90

Source: compiled by authors

External incoming academic mobility of students is realized at the expense of such sources as student and
university funds, international grant programs (Table 8).

Table 8. Sources of funding for external incoming academic mobility of students, people

Ne Source name S Yer
2019 2020
1 Interuniversity agreement 296 97
2 Own funds of students 190 323
3 Extra-budgetary funds of the sending university 95 167
4 International programs (Mevlana, Orhun, Erasmus 56 94
+ efc)
Total 637 681
1 Interuniversity agreement 296 97
2 Own funds of students 190 323

Source: compiled by authors

Such indicators of education of foreign citizens in the system of higher educational institutions of the
Republic of Kazakhstan, of course, have a positive impact on the development of the tourism and hospitality
industry.

If we consider in general by the number of foreign tourists arriving, then in 2020 there were 2034.8 thousand
people, who is 6480.2 less than the same period in 2019 (Figure 9).

Figure 9. The number of foreign tourists arriving in the Republic of Kazakhstan for 2017-2020
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Source: compiled by authors
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In Kazakhstan, 1.8 million tourists entered the country in three quarters of 2020. If in the first quarter of 2020
the global indicators of inbound tourism were inferior to the data of the previous year by only 28.6 percent, then in
the second quarter, when the most stringent quarantine restrictions were introduced around the world up to a full
lockdown, the global flow of foreign tourists dropped by 18.4 times. In Kazakhstan, in the same period, the decrease
was 16.7 times.

When determining tourist flows (crossing the border), the data of the Border Service of the National Security
Committee of the Republic of Kazakhstan are decisive, according to which the purpose of the tourists' trip is
determined:

= 78% - trips to friends;

= 20% - business tourism, which includes travel related to training;

= 2% - beach or leisure vacation.

There is a direct link between trends in the development of the tourism industry and overall economic,
technical, social and innovative (technological) advances. Therefore, enterprises providing hospitality services,
including the education system, need to improve the quality of services provided based on innovative management
approaches that will facilitate interaction with other participants and stakeholders in the field of tourism
development, which will maximize the effect while minimizing investment.

In the process of improving national education, modern technologies are acquiring an increasing role every
year, the introduction of which contributes to the modernization and development of education, as well as improving
the quality of training of future specialists and bringing education closer to science and business.

For the development of endowment funds in the United States, a system of tax incentives for investors and
sponsors has been implemented, which in the post-war period allowed to concentrate huge resources to support
innovation in universities. In general terms, this system has been reproduced in other countries with successful
university science.

Endowment funds have also appeared in Kazakhstan. For example, the endowment fund of the Republican
Physics and Mathematics School, created by graduates from large business, is working successfully. There is an
endowment fund of KazGUU.

It would also be possible to create the endowment fund of the Karaganda Buketov University of the Faculty
of Physical Culture and Sports, which trains highly qualified specialists who contribute to the development of
military-patriotic education of young people and a healthy lifestyle in the region. This direction belongs to the tourism
and sports industry, which is currently an important area of work, where conditions are created to expand the
network of sports facilities and increase accessibility for all segments of the population.

In order to increase the flow of visitors and integrate Kazakhstan into the system of the world tourism market,
the new Concept provides for the use of a cluster approach to tourism development. Due to the existing potential
(climatic, historical, cultural), Kazakhstan is able to occupy a certain niche in the world tourism market. According
to the Concept, in Kazakhstan it is planned to create and develop six cultural and tourist clusters:

= "Astana - the heart of Eurasia";

= "Almaty - a free cultural zone of Kazakhstan";

= "Pearl of Altai";

= "Revival of the Great Silk Road";

= "Caspian Gate";

= "The unity of nature and nomadic culture."

The cluster allows you to use the available resources as efficiently as possible, concentrating interconnected
industries within one definite territory. In the tourist cluster, there is a concentration of enterprises and organizations
engaged in the development, production, promotion and sale of a tourist product, as well as ancillary activities. The
use of the cluster approach in the field of tourism will ensure an increase in the competitiveness of the industry as
a whole by increasing the efficiency of enterprises and organizations that are part of the cluster, stimulating
innovation and developing new tourism destinations.

In addition, in July 2018, the authorized body represented by the Ministry of Culture and Sports of the
Republic of Kazakhstan, together with the national company Kazakh Tourism and the Atameken Chamber of
Entrepreneurs, began to develop a new state tourism development program until 2023. The main goal of the
upcoming program is to increase the competitiveness of the tourism industry in Kazakhstan and bring its share in
the GDP structure to 8% by 2025.

The main directions of the program are as follows:

= development of tourism infrastructure, including with the help of endowment funds;

= liberalization of visa and migration policies;
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= increasing the transport accessibility of tourist sites and destinations;

= increasing the efficiency of marketing and promotion of tourism services, including through the education

system;

= increasing the efficiency of state support;

= improvement of service standards, staffing, culture and tourist information environment.

The cluster approach will increase the competitiveness of the tourism industry in Kazakhstan, and thereby,
will contribute to the stable growth of income from tourism activities for all involved stakeholders - the state, business
and workers. The development of the tourism industry in accordance with the designated clusters will ensure the
achievement of national goals of diversifying the economy and improving the well-being of the population of the
Republic of Kazakhstan.

4. Application Functionality

Application of the world practice achievements will undoubtedly benefit the development of the higher education
system in Kazakhstan.

The following environmental factors currently affect the development of university activities in Kazakhstan:

= Increased competition in the education services market;

= Reduction of state funding for universities;

= Making changes to the regulatory framework for the functioning of universities and changing

organizational and legal form of universities;

= Transitioning to the Bologna education system.

Kazakhstan’s education system performance is evidenced by the ratio of the amount of education funding
and international ratings (Table 9).

Table 9. Ratio of the amount of funding for the education sector and the UNDP rating in 2018

Indicators " France = USA  Malaysia China | Russia | Kazakhstan |

2?36};9 of public spending on education in the total 5.5% 59 4.8% 4.2% 3.8% 3.3%
Amount of state funds per student, USD 55,732 49,156 13,224 12,714 | 11,955 8,819
UNDP Education Index 24 8 80 108 34 39

Source: compiled by authors

With an average funding of about $9,000 per student, Kazakhstan is not far behind and is even ahead of a
number of countries.

Let us compare the financing of education and defense in Kazakhstan. By 2020, the growth of defense costs
was almost 160 billion tenge, and the growth of higher education costs, only 10.5 billion tenge (15.3 times
difference).

The State Program of Education and Science Development of the Republic of Kazakhstan for 2020—2025
(SPESD RK) concept prioritizes the increase of global competitiveness of Kazakhstan’s education and science.

According to the SPESD RK, an increase in the share of expenditures on education and science in
Kazakhstan’s GDP is expected for 2020—2025 (Table 10).

Table 10. The task of increasing the financing of education and science of Kazakhstan in the SPESD RK for 2020—2025

Resultindicators ~ Unit D22 2018 2000 2021 2022 2003 2024 2025 | oPonsble
source fact bodies

Share of | %

expenditures on

education  and MNE and | 35 |54 |56 |62 |66 |68 |7 |MFMSE

! . MSE data

science in GDP

(3.8% for 2019)

Source: compiled by authors

Until relatively recently, there was only one official endowment fund in Kazakhstan, the “Nazarbayev
Foundation” established in 2009 on the initiative of the President of the Republic of Kazakhstan.

Out of more than 300 Kazakhstan universities, only a few have opened their endowment funds; this process
is very slow. Many universities prefer to raise charity funds without forming endowment funds, which the existing
regulatory framework permits. Incoming funds are directly used to finance current projects and needs, which is very
convenient given the tightness of university budgets.

To date, Kazakhstan universities attract funds as donations through one of the following three institutions:
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1) Separately established non-profit organizations in the form of endowment funds;

2) Through alumni associations;

3) Through departments within the university.

In the first case, they use the income from investing the endowment capital of the fund.

In both the second and third cases, funds from donations are used in general, without their accumulation,
formation of the “body of the fund.” Donations are collected either through separate bank accounts or through a
university account. In the second case, alumni associations reps manage the funds, in the third case,a department
performing the functions of financial support of the university.

In the first case, as a rule, the head of the endowment fund of a Kazakhstan university is an official of the
financial management department of the same university. And the costs of paying for his work, for documentation
and other expenses, again, as a rule, are paid by the university. The size of the endowment fund is not yet sufficient
to carry out administrative expenses at its expense, or to use the services of a management company.

As a rule, alumni are primarily involved in fundraising through associations.

However, alumni associations and university endowments have different goals and characteristics (Table 11).

Table 11. Differences between alumni associations and university endowment funds

Criteria Alumni associations Endowments

Range of participants

Only alumni of different years can be association
members

A wide range of participants

Number of participants

A large number of participants according to the
alumni contingent

A relatively small number of

participants is possible

Qualitative composition  of
participants

Can be reps of all strata of society, including reps
of socially vulnerable segments of the population.
That is, they themselves may need help

It is more significant to attract
business elite reps to participate in
donations

Amount and frequency of
contributions

As a rule, small amounts are acceptable for a
wide range of middle-class representatives.

The amount (e.g., 1000-5000 tenge per year) and
the frequency (e.g., annually) can be fixed

The benefactor himself determines
the amount and frequency of
donations.

The amount can be quite large
(250,000 tenge, millions of tenge)

Share of participation in the
formation of the fund

As a rule, everyone participates a little

The greatest contribution is made by
patrons, large companies

Acceptability of anonymity
forcontributingpersons

Identity of the association members is clearly
established

The anonymity of benefactors is
acceptable

Purposes of using financial
resources

Among the main goals of the funds of alumni
associations is financial support for events:
alumni meetings, keeping alumni records

The goals are stipulated in the charter
and relate to the development of the
university.

As a rule, there are no goals for
financing events for graduates

Source: compiled by authors

Depending on the conditions for providing assistance, charity is divided into philanthropic, sponsorship, and
patronage activities. As Table 8 shows, these are different concepts.
In Kazakhstan, all these types of activities are regulated by the Law of the Republic of Kazakhstan “On
Charity”. There are separate rules for sponsorship in the Tax Code.
However, in the practice of many countries of the world, particularly, in Russia, there are separate laws,

namely “On charity” (in this case, charity is equated to philanthropy), “On sponsorship,

i

On patronage.”

As a rule, endowment funds of Kazakhstan practice the following management structure, provided for
charitable foundations according to the law “On Charity:”

1. The supreme governing body: the Founder (the university itself);

2. The collegial body: the Board of Trustees (appointed by the Founder, consists partly of business reps, or
practitioners, or state body reps, and partly of university officials);

3. The executive body: Director (elected by the Board of Trustees, often simultaneously holds the position
of head of the planning and economic department of the university);

4. The control body: the Audit Commission (created by the decision of the Founder).
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Table 12. Comparative characteristics of sponsorship, patronage, and philanthropy

Criteria

The nature of assistance

Sponsorship
Not disinterested since the
sponsor receives benefits:
a reduction in the tax
base, an increase in
reputation, promotion of a
trademark, brand.
Sponsorship  expenses
are similar to advertising
expenses, i.e., included in
the cost of products
produced by the
enterprise  or  services
rendered

Patronage

Disinterested and gratuitous

Philanthropy

Disinterested and gratuitous

Direction

For financial (except for
social)  support  for
participation in
competitions,  contests,
exhibitions, shows and the
development of creative,
scientific, scientific-
technical, inventive
activities, improving the
level of education and
sports skills;non-profit
organizations for the
implementation of their
statutory goals

A narrower sphere: for the

development of science,
education, art, creativity,
creative projects, spiritual

heritage, health protection,
sports

To meet the needs of society
and individuals, to improve
their living conditions.

The objects of assistance
provided are mainly socially
vulnerable categories of the
population (listed in the Law of
the Republic of Kazakhstan
“On Charity”

Source: compiled by authors

Figure 10. Total Charity Rate (%) according to the World Population Review “Most Charitable Countries 2021”

Source: compiled by authors
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In Kazakhstan society, the institute of charity is not developed at a sufficient level as in many other countries
of the world were endowment funds function stably. This is evidenced by the data on the general indicator of charity
among the respondents (Figure 10).
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The World Giving Index (WGI) is an annual report published by the Charities Aid Foundation. This report is
the world’s largest study of charitable activities from around the world.

The 10th annual report analyzes data for the last ten years and identifies trends in people’s charitable
activities during periods of economic crisis, economic recovery, and geopolitical unrest. Report examines three
aspects of charitable behavior: “helped a stranger,” “donated money to a charity,” and “volunteered time to an
organization.” To collect this data, the report surveyed more than 1.3 million people in 125 countries. According to
the independent organization World Population Review, in the overall rating of Most Charitable Countries 2021, out
of three aspects of charitable behavior, helping a stranger is the most common worldwide: more than 2.5 billion
people have helped a stranger over the past ten years.

When studying WG, it is important to note that economic well-being is not always the basis for a high level
of charity. Although for industrialized countries, an important aspect in the development of higher education is
charity carried out with the help of endowment funds.

Also, according to the World Giving Index, in recent years, the number of people engaged in charity
increased due to an increase in volunteering.

According to the independent organization World Population Review, Kazakhstan is ranked 78th among 125
countries studied in the overall rating of Most Charitable Countries 2021 (Table 13).

Table 13. World Giving Index in 2021

General
indicator of . . Time volunteered to an
Overall . Donations, Helping a o :
rating charity among % stranger, % organisation gvolunteenng),
the respondents, %
%

United States 1 58 61 72 42
Australia 4 56 68 64 37
Canada 6 55 63 64 37
United Kingdom 7 54 71 60 30
Netherlands 8 53 71 53 36
Switzerland 13 45 56 48 32
United Arab Emirates 14 45 52 63 19
Austria 15 45 53 53 27
Germany 18 43 49 56 26
Turkmenistan 19 43 32 53 43
Uzbekistan 25 41 35 54 33
Tajikistan 44 36 19 49 39
Italy 54 33 38 45 16
Kyrgyzstan 55 33 28 47 25
France 66 30 27 36 27
Kazakhstan 78 26 21 39 20
Moldova 80 26 20 41 16
Belarus 92 25 18 32 25
Estonia 95 25 20 37 17
Azerbaijan 99 24 14 38 20
Ukraine 101 24 18 35 19
Japan 107 23 23 24 22
Latvia 110 22 25 32 10
Georgia 112 21 6 41 18
Armenia 114 21 10 46 8
Russia 117 21 12 35 16
Lithuania 121 19 12 37 11
China 126 16 11 31 5

Source: compiled by authors

As Table 13 shows, Kazakhstan has been ranked 78th in the WGI report over the past ten years with 26%.
Of all respondents, 39% reported they helped strangers, 21% reported donations to charity, and 20% reported that
they volunteered their time to an organization.
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Conclusion

In modern conditions, endowment funds represent in world practice a well-established and optimal tool for attracting
additional funds to education, simultaneously contributing to the economic interest of employers in investing in
education, allowing to increase funding at the expense of annual income received from the placement of public and
private capital without the right to use the capital itself. Such a characteristic derives from the long-term world
practice of their functioning.

To present the prospects for the development of endowment funds in Kazakhstan, the authors of this paper
have conducted a SWOT analysis (Table 14).

Table 14. SWOT-analysis of creating a university endowment fund

Strengths \ Weaknesses
- emergence of an additional financial source - cost of creating and managing an endowment
- long-term stable prospect of financing - a significant time lag between the receipt of funds in the
- strengthening the “transparency” of university’s activities endowment fund and the possibility of targeted use
- improving university’s reputation and fame - complication of accounting and the requirement of an
- strengthening ties with the business community annual audit
- increase in the number of students - spending of university funds and staff time on
- implementation of university’s social policy and scholarship | establishing channels of interaction with donors
programs - limited possibility of creating an endowment fund for
- conducting research that correlates with the interests of | small, less well-known universities
business - insufficient interest in creation of an endowment fund

- an experience of interaction with sponsors and the business | among university employees and internal resistance,
community, maintaining communication between the alma | unwillingness to “freeze” funds from donations to the fund

mater and alumni - excess of the fund’s maintenance costs over the income
received

Opportunities | Threats
- possibility of generating income by investing capital based on | - lack of a sufficient regulatory framework, taxation of
effective trust management income to the endowment fund
- tax benefits - lack of risk-free and profitable financial instruments for
- interest of business reps in well-trained specialists capital investment
- companies can consider endowment contributions as an | - lack of highly qualified specialists infundraising and
example of business social responsibility investment
- donations to the endowment can be considered by alumni as | - influence on university policy by large donators
a form of expressing gratitude to the alma mater - underdevelopment of the culture of charity, the institute

of patronage in Kazakhstan

- lack of trust in charitable organizations and the
endowment institution itself

- falling incomes of the population during economic crises
- irregularity of charitable contributions

Source: compiled by authors

Unfortunately, legislation of the Republic of Kazakhstan contains neither norms for the expenditure of
endowment capital, nor for the direction of its investment. The roles of financial institutions in the functioning of
endowment funds are not regulated: a custodian bank, a management company (a company for trust management
of fund assets), a university (all three must be unaffiliated). In other words, organizational mechanism for the
formation of endowment funds on the basis of the university is not prescribed at the legislative level, which, in turn,
delays the process of forming the target capitals of universities.

The inviolability of the endowment fund’s resources should be guaranteed by the following provisions:

1) The fund may only spend the income received from the endowment capital investment;

2) The fund is obliged to allocate resources only to support the organization for which it was created;

3) The fund directs resources only for the purposes specified in its statutory documents;

4) As a rule, legislation stipulates that the monetary resources of an endowment fund are stored in a special
custodian bank, and the investment is handled by a management company on the basis of trust management. At
the same time, neither the management company, nor the custodian bank should be affiliated with either the
endowment fund or the university.

A separate problem for endowment funds is that in the absence of systematic large donations, relatively
small income will flow to the invested target capital considering inflation and the need for a less risky investment of
funds. E.g., if the endowment fund accumulates target capital (the “body” of the fund) in the amount of 100 million
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tenge, with an average yield of 5 % per year, no more than 5 million tenge will be received annually at the disposal
of the university. That said, to play a significant role in the development of universities, endowment funds need to
accumulate billions of tenge.

To address this issue, experts propose an option of creating a joint endowment capital managed by the
higher Board of Trustees from among the heads of several universities in the region.

From marketing’s point of view charity is essentially a transaction, even if it is altruistic. Therefore, we
recommend that the management of universities attract specialists with competencies in market and marketing of
charity services to work with the endowment fund. In some Kazakhstan universities, this is carried out by corporate
support departments. The same employees combine several functions, which were often noted at the stage of
formation of university endowment funds in the world practice.

In general, the issue of additional endowment funding university environment is relevant all over the world.
Because endowment funding acts as investment, social partnership between business and universities, and
strategic development, their organizational and social mechanism is receiving a significant improvement in various
world models. However, in the conditions of countries with developing market economies (particularly, Kazakhstan),
this issue does not receive attention it deserves, although the experience of developed countries is being partially
used in this context. However, qualitative differences of our socio-economic environment do not contribute to the
system analysis. That said, higher standards of social partnership, a high-quality structure of non-profit
organizations, a high level of university intellectual capital, a high level of production potential of developed
countries allow them to structure and expand the area of endowment funding of universities. The widespread
various forms of socialization of the business environment also allow for maximization of the endowment capital
effects.

The difficulty of solving these issues in our country is aggravated, first of all, by the lack of funding,
conservatism and professional incompetence of specialists from institutions of various departments. All this makes
it necessary to analyze the current practice and prospects for the development of all social and educational
institutions in order to solve the problems of education.

The factors that hinder the flow of financial resources into the education system include:

- a low degree of grant initiative of organizations;

- insufficient development of social partnership between organizations of the commercial sector that are able
to provide financial support;

- the low number of charitable, non-profit organizations on the territory of certain regions, capable of acting
as a "donor" for public associations that implement educational programs;

- lack of a professional fundraising system in government and public organizations that implement programs.

It should be noted that the success of university science was not possible without stable financial support.
The main sources of financing are endowment funds, which accumulate the attracted endowment capital of partner
companies, sponsors, university graduates, budget funds, and donations. At the same time, the endowment itself
remains in the ownership of the sponsor, and the income from endowment management goes to the needs of the
educational institution.
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