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Universities struggle to grow their endowment funds as a multitude
of regulations and beaurocratic roadblocks keep potential
donations and gifts from compounding

RAHUL CHARKHA
PARTNER
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Endowment funds face heavy compliance burdens under
fragmented legal regimes. They require multiple
registrations under the IT Act, Companies Act, FCRA and
state Charity Acts resulting in frequent filings and audits.
Funds are also subject to stringent scruitany.
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Trust Issues

Universities struggle to grow thelr endowment funds as a
multitude of regulations and bureaucratic roadblocks keep
potential denations and gifts frem compounding

Nabodita Ganguly
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m the 190k, founder
of T glant Infosys

ahares worth U8 cmre. Eegulations a1
thie timie, though barrod eguity-based
demations: Earlier this yesr, Murthy
said that had the institute sccepied
aid el those shares, they wolshd
oy ke worth nearky 240 crome.
i addition in £300 crore in dividends
aver the past eight vears.

‘This was nat an isnlated case.

I e early 20008, 0 well-knoan
phiysicist soapht o gift 15 scres of
Lardd fise @ mew frstitaibe a1 his aleno
mater, apsither promier 11T,

Bud the Iransier fequinad a G40
e starmp diity, which the state
povernment refusid ko waive. Since
\he ko nizngates that stamp dusty
e paid 10 (e state whven: the land is
loncaved, palitical wrangling between
ihe state and Cenire sialled ihe pro-
cemi. Afier efght vears, the donation
wens abundoned.

What Murihy and ehers were
Eiemping wiis endowment and-
ing—donnticas of et s capital
Inbemded b provide universitis with

financial suppart.

Such funids Fave exkted for
centurics in the Weat. They provide
matlent, bmp-daration capital and
vl et inte high-risk R&D,
Harvard University, for instance,
st ap its endosmnent in the 17th
cenrury, making it one of the earlics
I the world,

I Imiia, the: endowment meded
isrelatively ow: It iy

ke enaral universitles wset up
endowment funds, rim by boards
chaired by vice-chancellors, with
rules specifylng bow much could be
spent anmually.

“Alumni ieday are in a position
o give hack. Atthe same tme,
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ol regalutions depending on bow
the fumd is structured,

Privae trusts Bl under the
ek Trusss Act. 1852, whilke pablic
charitahie rrusts spe povernid by st
L, The Income Tix Act, 1961, scts
corditbons for s sxcmprions and

research has becomne very . danot benefils, while the Forcign
willh equipment costing miilions of Contribution {Regulation) At 2010,
dollary. which the pavernment alone hrw foreign n
cannat fund. Endowments belpin- bee mecetved and used.
sifutes irvest in culting-edge arsas” “Endowment funds face hoay
nT'A'T"“ e 4 ‘ il -‘-W
leading T-services company 11CL mented legal regimees. They require
arid memaber, board of governors of multiple regisrtions under the [T
T Kharagpnr Foandation. Al Compaitics Act, FORA anid sl
Globally. endovwments s s Charity Acts, resulting in frequent

fimancial backbune supportbag schal-
araliipa, research and infmstroctore.
Oner the past Few decudes, enduw-
ment fands of vy Leagie colloges
have sccumulated tens of billiors of
doltars and become the lasgest Back:
ers ol private equityvenbure capltal
(PEVC) funds. In doing s, they have
not only eamned autsized repwma,
bt helped create o thriving private
funding eongystom for aan-upa.

The X-Factors

Tor starters, India lacks 2 single
oomprehensive low governing en-
diwmnent funds. Instead, institutiong
st navigate a michwork

Cultural perceptions
have also slowed the
h of end went

intptniced b 2019, when I Delhl
laanched the country™ first stre-
tured enduowment [und with commie
ety af T250 crone from alwmnd,

I 2022, the Ministry of Education

funds in Indla. For the

[lktigs aned audits. Funds are alse
subject 1o strinpent scnating” s
Hahul Charkl. partner o1 Ecnomic
Lanvs Praciice, o b firm.

Another urdle s the strong prefer-
e for cash, IF o danar contributes
shares or lapd, fruses have 10 sl the
asset within o year and Invest the
proceeds n “safe” instrumenis i
rotain tax exvomptions, This restric-
vor I8 why inssinions ofien nudge
alume toward cash denations.

Ty Ahvene s comaeens over yieht,
Eapeits niote that when potential
contribmtors are asked for large sums,
the fird guestion fs: what yields are
you generating? Al first glance, this
muay seem strange. After all, the intent
s tor domate, Fut danoes wans visibility
i bt (bedr contribations ane saved
arsd niged,

Many feed the yiekl is oo low
compansd to what thelr own wealth
managers coubd griscrale, an
Inbusey sepce Savs. So lhstead of

gest time, end t 16 1he they
initiatives carried the prefer to directly fund philanthropic
stigma of privatisation programies.
—_— Even when Indiss universities do

C

OUTLOOK BUBNESS / Ccoster 2025 | AT



| CAMPUS REVIEW | TRUST ISSUES

e

Trailing Global Peers

Indis's RED spond has stayed balow 1% of GDP for two
decades, while South Korea leads with over 53,

{ ( ' Leagues Ahead '

U5 universitios manage billian-dollar endowmants. Indian peers rely on milliens
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miive endowmeni-style funds, their explain the lack of progress. First. i partion of Hs corpies in equitis and 3 ] iy

are tighily d
by Rude 17C of the Inoome Tax Rubes,
which specifies that to retain to
exemptions, charstable instinutions
can st only In “safe™ svenues
wuch as bank depaséis, government
sscurites and o liited set of debt
fursds, Thiey ure not permisted to
dieploy the furds (n category 111D
alicrnative imvestmend funds, which
il professionally managnd
wenure-caplial funds,

“Since charitable organisations en
Joy tax exemptions, such restrictions
are in place to ensmire that the codow-
meen b5 nod nvested i relatively
misky v s Mayank Anor,
partmer. The Chambers of Bharat
Chugh, o boutique legnl proctice.

Safe and Stagnant

I urimed in thir agr
on the need for change. Treating
endiwments as I thelr soke purpese
a. b it im witmesafie, low-retum
kisstruments deleats the objective
0 g0 @ [Tpetital Sorpius whide:
refurms can support long-term
instiuthenal gisls,

“And it is not that we dido't ask
for  change in Scothon 17" says a
AU wha S with o be famed,

According to them, two ressans

puabdic officlals are reluctan to autho-
rise rikber allocatinns becaose the
career tisks they face outweigh thie
rewards. Tesponsibdlity s frogmented
acrems ministries and regulatons,
which means that bng-term benetits
e crsdited b ocessors, bt amy
losses are blamed on the decidon-
meakiee. This discourages risk-taking.
Second, oo many agencies are
nvalverl, "Wie've taken cascs 1o Schil
[Securities and Exchange Boond of
India]. REI, Irds [Irsamnce Regula-
fuay and Deselopment Authority],
Aindstry of Finance and Misiistry of
Eaducation since about 2017, We had
etings wirh minidens and offlcals,
but the process is show and oficn ends
i bairenuieratic imertla or ambiguous
circulars” says an invesior pushing
for the amendiment of Section 17C,
uststions sent i the Minkury of
Finance did not elicit o response.
Uniderytng all this, soures sy
is a decper institutional bias: a lack
of trunst In universities’ ability to
st Money. coupbad with i belkel
that public funds require the Hyhbest
possible oversight,
in miatual funds and other lnsire-
et For example, the Narional
Pensinn System has a mandate o pat

other higher-risk seourbiies” sy
Anurag Rastogl, former chilef eoece-
tive, ITT Thelhi Endovment Fund,

Culture Wars

It ket fust repubatbon that slows

thie growth of endowment fumds in
Indiia, Cultural peroeptians have also
playesd a role.

For the langest time. endowment
Inltltves carried the stigma of
pritvaiextion, In the 19905 whin the
firss abumnies of a premicr instituee
attempbed to make o major gift, the
move was met wiih suspicion. 11
reportedly took nearly two years for
thie donioe's chisgue 1o clear.

Attitades have sofiened since then,
bt resistance persista, In 2023, the
announcement of an endowment
Tund [or Delhl University sparked
st resctbons from facully and
students. Abha Tev Habib, sceretary
of the Demecrath: Teachers' Front,
questioned whether private compa-
nice, beingg for-profit entities, would
contribite fumnds wihout expecting
anything in return.

Thiere i also w strucueal divide be-
teveen [ITx and [IMs that ane backed
Ty wiroig abwimnl netwiorks and
Thevve Bl skegabile endpwments ind
ceneml universities that kg hehind
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IIT Madras, for example, has mbed
e thamn €350 crore, commpaned

o fuast 240 croee at Jawaharlal Nehr
University.

“For central universities, it's new,
Many assume the government fully
Tunifs us, s alumnd suppart (s
mecessary, We are trying to change
this perception. Endowment 15 mot
lor day-tordary expenses but for fu-
ture gencrations,” says Anil Kumar,
chibel execunive of the University of
Delhi Foundation,

The lask of professional fundrals
ing capacity is alan a challenge.
“Across Indian unbversitics, the total
murmber of advincement profeson-
als—thise managing Fundrising
anil alumnl relatiams—is far feaer
than what a ingle mid-sized US
stale university employs” says
Kapil Kauld, chef exocutive of the 1T
Eanpur Development Foundation

Bridging the Gap
N all by bleak. Awarencss bn Insdia

s bty spedily growiing, with sew-
eral marguee institutions receiving

coniributions In recent years,

i Ve Tniwied From Tefn Dwire-
news o active discussions at the:
Tighest bvels. Alumni sentiment
Is strong. I1's about sinucturing and
povernance now. | belicve ndia will
T it on-dollir endowment
funds. IIT Kharugpur abane, with
0.0 alumnl, veudd becomse the
largest in Indie." saoys Vikram Guple,
foumder of the VI fund TnwCap Ven-
tumes, and who lelped inauguie the
first endowment fund at [IT Delhi.

While still uneonrmon. contribu-
tioms in the form of company stock
arc tlso beginning to take hold
through instities” sversess charl-
table arms. For instance. [T Delhi's
Endiwment Foundation in the US

universiiles accordingly,

India spends bess than 1% of GDP
o R&M—a fracthon of whit coun.
‘tries like Sowth Korea, the US sl
Japan invest. Endevwmenis cosld
help baidge this gap by providiog a
wsendy pood OF capleal for long-term
reszarch, without depending on
anrrual povernmet grants,

“Indian unhvensitics remain
wconfined 10 narvow corridor of
apthona. This regulatony sieitiacker
starves campuses of the firancial
miische meded b suppor watlkd-
lass reseanch and attract top talent.
Unbocking endowments for dynam-
e, bipnad-hagtd capital deployment
ix essemtial if our universitics are to
wompete globally” says Pranay Pal,

has stock from

alumnd, which are particalorty ot
Isetive nndes LIS tax Lins a donors
are exempt from capital gains tax T
Fsniby anal 1T Madras beve also
received simillar contribations,

I Tndia aspdres to be o “product
alion” Father than only a services
ks, 1t has to empower i

WG S1P0] EROTWTRCRLE,
Iridia's beest ddbeas will continne
to depend un foreign (vesion.
‘With them, universitics can.
become the founsdation of both
SCOBOTC R Nemop amd
technalogical self-reliance, ©
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