
Research report

HEFCE 02/07a
February 

Research relationships between higher education institutions and the charitable sector

A report by JM Consulting to the HEFCE on mapping and good practice

Contents


Page

1
Introduction


1.1 Terms of reference
2

1.2 Study method
2

1.3 Acknowledgements
2

2
Charity research in the HE sector

2.1
Context
3

2.2 The volume and range of activity
3

2.3 The institutions funded
7

2.4 Types of grant
8

2.5 Funding and careers of research staff
10

2.6 The contribution of charities to HEIs’ research strategies
15

2.7 Financial aspects of charity funding
17

3 
The charity sector and research

3.1 Charities and charity legislation 
22

3.2 Types of charity
23

3.3 Medical and biosciences research
26

3.4 Social science and social policy research
29

3.5 Arts and humanities research
31

3.6 Charities’ funding of research
32

3.7 Survey of charities
34


4
Benefits, issues and good practice

4.1 Benefits for the charity sector
37

4.2 Benefits for HEIs
38

4.3 Issues and concerns 
39

4.4 Summary of good practice for HEIs
49

4.5 Good practice for charities
51

Glossary
52

Appendices

A Study method and sources of information

B Tables of statistics on charity-funded research in higher education

C Results of survey of ‘Top 300’ charities

D Illustrations of cost recovery on charity and Research Council funded projects

E The total costs of research activity for charities and Research Councils, and their funding
1 Introduction

1.1 Terms of reference

1.1.1 The purpose of this report is to map the range of existing research links between HEIs and charities; to help readers to understand the factors which drive and influence these links; to investigate issues or difficulties that may inhibit maximum value for both parties; and to recommend how links could be developed to mutual advantage. As part of this remit, the report also looks in depth at financial issues, particularly related to cost recovery by higher education (HE) institutions on charity-funded research. A summary of the issues in this report and recommendations to both the HE and charities sectors are in the companion report, HEFCE 02/07.

1.2 Study method

1.2.1 The study was commissioned by the HEFCE in November 2000. Most of the work for this review was done in the first half of 2001. It included:

· surveys of charities with research in their objects and of the larger charities likely to fund research;

· meetings with individual charities, focus groups, and representative groups;

· discussions with representative bodies in HE;

· visits and case studies at individual HE institutions;

· advice and support from an advisory group.

1.2.2 Further details of the terms of reference and study method are given in Appendix A. Although the report is addressed to the HEFCE, our research was done across the UK, and most of our conclusions and recommendations are relevant UK-wide. 

1.2.3 The scope of the review is wide in terms of the mapping, but the main focus is on charities which do or may fund research in higher education. We have therefore excluded charities which are predominantly publicly funded or otherwise inappropriate (such as universities; public bodies; NHS Trusts; independent schools). 

1.2.4 We include a Glossary of some key terms in Appendix A.

1.3 Acknowledgements

1.3.1 We are grateful to all those who have assisted with the research and discussions which underpin this report. They include particularly the members of the advisory group, and the institutions, charities and other organisations listed in Appendix A.

2 Charity research in the HE sector 

This chapter maps the current pattern of charity funding of research in the HE sector. The mapping of the charity sector itself is in chapter 3. 

2.1 Context

2.1.1 This chapter assumes that most readers are familiar with the HE sector and with general developments in research policy, as covered e.g. in ‘Review of research’ (HEFCE 00/37, September 2000). 

2.1.2 The issues most relevant to this review concern three main areas:

a. the diverse range of institutions in the sector, which have very different profiles in terms of their overall research activity, and the place of charity-funded research within this. These different groups of institutions position themselves differently in terms of research strategy, and they also have different views and attitudes about the issues addressed in this report.

b. the funding of research, in particular the relationship between the various components of what used to be called the dual support system, but is now a multi-source support system for publicly funded research. Here the impact of charity-funded research is just part of a broader picture which is discussed below and in the policy report (HEFCE 02/07).

c. the financial situations of individual institutions, which includes the impact of historic under-investment in research infrastructure and the decline over recent years of the unit of funding for teaching. This has led to what is often called ‘overstretch’ of many academic staff and research facilities, and consequent negative impacts on institutions’ capacity to respond to charities and other external sponsors of research. 

2.2 The volume and range of activity

2.2.1 This section provides an overview of the current set of relationships, drawing chiefly on published HE sector data, but also including data generated specifically for this study. The tables referred to in the text are provided in Appendix B.

Growth and volume of activity (Table 1)

2.2.2 Table 1 shows the trend in research funds by charities and by all research sponsor types for the UK, and for England, over the past 11 years. The total annual amount of research funded by charities in HE in the UK has grown from £156m (England £132m) in 1989-90 to £484m (£401m) in 1999-2000. This is a growth of approximately 200% over 11 years.

2.2.3 The total charitable funding received by HEIs has grown more or less in step with the total of all research grants and contracts (UK £763m in 1989-90 to £1973m in 1999-2000). As a percentage of total research grants and contracts, charity funds have been in the range of 20% to 25% throughout this period. In terms of volume, charities research makes up closer to one third of the total (because the income figures above include indirect costs paid by other types of sponsor).

2.2.4 This rapid growth in externally funded research has occurred at a time when core public funding for higher education (e.g. the HEFCE block grant) has been relatively static. It is well known that the unit of funding for teaching (£ per student) declined significantly over this 11-year period as institutions were encouraged to expand student numbers without commensurate increases in funding. The HEFCE core funding for research (called QR), which is intended to provide funding for so-called ‘blue skies’ research as well as support for research infrastructure, grew much more slowly over this period.

2.2.5 The trends over the 11 years since 1989-90 could be summarised as follows:

· total UK research grant and contract funding has grown by approximately 160% from £763mm to £1973m; 

· charity funding for research grants and contracts (UK) has grown by approximately 200% from £156m to £484m (the growth in charity funding of research feels faster to some, but this is probably because of concentration in some HEIs and capital funding such as JIF);

· QR (which has to support the infrastructure for the above) has grown by approximately 70% in England: from £432m to £738m;

· QR in England has therefore declined relative to the total R grant and contract funding. It was 70% of the size of this in 1989-90 and is down to 46% in 1999-2000.

2.2.6 The total of the project elements of public and charity funding (Research Councils, EU, charity, government departments) has therefore outgrown the QR funding for HEIs’ infrastructure by a wide margin. Strictly, under the dual support system, QR should perhaps only be expected to fund infrastructure to support Research Council projects. However, there is some ambiguity about this, and many charities perceive that their work was included under dual support at the time of the University Grants Committee. Whatever the Government’s present view of the relationship of charities to the dual support system, it is clear that there has been no explicit funding stream available to the HE funding councils to make this a reality. 

Medical charities (Table 2)

2.2.7 Within the total of charity funding, the research funding by members of AMRC – The Association of Medical Research Charities – has also grown rapidly from £177m in 1989-90 to £552m in 1999-2000. This rate of growth (about 200% in 10 years) is in line with that shown by HE statistics discussed above and shown in Table 1. 

2.2.8 There has been additional charity funding not shown in Tables 1 or 2, specifically to support research infrastructure.

2.2.9 Table 2b shows the breakdown of AMRC expenditure for 1999-2000 by main categories of spend. This includes overseas expenditure, expenditure on capital, and non-research expenditure which are excluded from the statistics above.

Wellcome Trust (Table 3)

2.2.10 Within the medical charities the contribution of the Wellcome Trust has been exceptional, both to research funding and to infrastructure support. Table 3 shows that:

a. Wellcome Trust funding for the main research grant types to UK HEIs (Project Grants, Programme Grants, and Personal Awards) has grown from £133m in 1996 to £280m in 2000, a growth of 100% in four years.

b. Wellcome funding for the grant types that specifically contribute to infrastructure (JIF, institutes, equipment, buildings, centres, research facilities) has grown from £83m in 1996 to £150m in 2000, a growth of 80% in four years.

2.2.11 The recent period has seen exceptional growth in the funds available to the Wellcome Trust, and this has had a major impact on the growth of charity funding of research overall. It is unlikely that this rate of growth will continue. The general view of AMRC and others is that future growth in charities’ research spending will be flatter than in recent years. This was confirmed by the responses to our surveys of charities (discussed later).

The range of disciplines or fields of study supported (Tables 4, 5, 6)

2.2.12 Table 4 shows funding by HESA cost centre and by research sponsor type for 1998-99. This shows that there is significant charity funding (over £1m a year) for research in 25 of the 41 HESA cost centres covering a wide spread of disciplines. However, there is also a significant concentration of charity funding in a smaller number of fields. 

2.2.13 The ‘top eight’ cost centres for charity funding, in descending order, are as follows:

· clinical medicine

· biosciences

· anatomy and physiology

· pharmacology

· veterinary science

· social studies

· psychology and behavioural sciences

· chemistry.

2.2.14 There is a ratio of 30:1 between the total value of funding in the first cost centre (clinical medicine) and the eighth.

2.2.15 The leading eight cost centres for all research funding cover a broader range of disciplines, as shown below. There is a less steep concentration effect here with a ratio of 10:1 between number one and number eight:

· clinical medicine 

· biosciences

· physics

· chemistry

· electrical engineering

· social studies

· mechanical engineering

· earth, marine and environmental studies. 

2.2.16 Table 5 provides details of charity funding by broad subject area defined as groups of cognate Units of Assessment (UoAs) from the Research Assessment Exercise (RAE). This again shows the overwhelming dominance of the medical UoAs, with scientific UoAs in second place, and all other fields relatively very small.

2.2.17 In policy terms, it is convenient to think of charity funding of research in three broad fields, each with its own characteristics:

· medical and natural sciences

· social sciences

· arts and humanities.

2.2.18 These are described in more detail in chapter 3. Table 5 shows the relative funding in these three areas. Charity funding as a proportion of total funding is most significant in the fields of medicine and biosciences; in humanities; and in the social sciences. It is relatively low in the science and technology areas.

2.2.19 Table 6 shows the individual figures for charity funding in the top ten Units of Assessment. These are all within the clinical medicine/biosciences area, and together account for 84% of all charity funding in the HE sector. The top 5 of these UoAs alone (shown below) account for more than two-thirds of all charity-funded research in HE: 

Unit of Assessment
% of total charity-funded research in HE

Hospital-based clinical (UoA 3)
34%

Clinical laboratory science (1)
13%

Biological sciences (14)
10%

Community-based clinical (2) 
6%

Biochemistry (12)
6%

Top 5 UoAs
70%

2.3 The institutions funded

The range of institutions (Table 7)

2.3.1 The HE sector in the UK includes some 170 institutions (approximately 130 in England) which have a range of backgrounds. In terms of their research profile and the way they appear to the charity sector, they might conveniently be grouped into three main types which are summarised below and listed in Table 7. 

Group A:
Research-intensive, multi-faculty universities with medical schools. There are about 20 institutions which have external research funding across a broad range of disciplines, but medical research sponsorship is often dominant and there is therefore a particular relationship with the medical research charities. Within Group A, the four leading research universities (Oxford, Cambridge, Imperial, and UCL) receive nearly half of all charity funding in the HE sector (see below).

Group B:
The next most research-active HEIs outside Group A. These may have research strength (and charity funding) in a number of discipline areas, but without the very large volume of externally sponsored research or the predominant relationship with the medical research charities. We have listed the next 20 institutions by proportion of research funding in Table 7. 

Group C:
The remaining institutions include predominantly teaching universities, university colleges and smaller specialist colleges (e.g. music, art, agriculture) which have a lower relative proportion of research funding. They nevertheless may have important elements of charity support in particular fields. There are 88 institutions in England in this category. 

2.3.2 Table 7 provides a list of the institutions with significant research income. The average charity funding per English institution was approximately £19m in Group A, £2.5m in Group B, and £350,000 in Group C. 76 English institutions (62%) had charitable research income of more than £100,000; 46 (37%) more than £500,000; and 30 (24%) more than £1m. 

2.3.3 A small number of institutions do not fit neatly within the three groups. These include stand-alone medical schools (like St Georges Hospital) and other institutions where charity funding makes up an unusually large part of the whole institution (like the University of Dundee, the Royal Veterinary College, and the School of African and Oriental Studies). 

Concentration of charity funding

2.3.4 As already noted, there is a strong concentration effect in institutions paralleling the concentration in disciplines. The top 5 institutions by total research funding attract nearly half of all charity income in the HE sector, and for three of them charity income forms at least one-third of their total research portfolio:

Charity income for the top 5 institutions (from Table 7)

HEI
Charity income

1998-99

£m
As % of total HEI research income
As % of total charity income in HE

UCL
51
41
12

Oxford
39
33
9

Imperial
32
26
7

Cambridge
30
28
7

Kings
27
35
6

Top 5 HEIs
180



2.3.5 In all institutions in Group A, charity funding accounts for at least 15% of total research funding, and for many the figure is more than 20%. These HEIs are where the major part of all charity funded research is done, and where any strains associated with this rapid growth in activity will be most apparent. We have therefore focused on this group. There may even be circumstances in this small group of institutions where the overall percentage of charity-funded research is closer to 50%.

2.4 Types of grant

2.4.1 There is a range of types of charity funding which HEIs can use to support research. In broad terms funding could be categorised as:

a. grants which primarily support activity: project and programme grants (there are important distinctions between these which we discuss later);

b. grants which primarily support people: studentships and fellowships; 

c. grants which provide a specific contribution to research infrastructure as units, centres, equipment, buildings (e.g., JIF and SRIF);

d. charitable endowments and donations which can in certain circumstances be used for research.

2.4.2 There is no comprehensive national data available on the relative volumes of these types of grant.

2.4.3 The last category above is really outside the scope of this study. A few institutions (chiefly Oxford and Cambridge) have significant endowment assets and income from these, as well as (small amounts of) income from local hospital Trusts and other charities with whom they have a particular relationship. The picture is complex: this income is not necessarily shown in a consistent way in accounts but some institutions describe these as ‘Trust funds’. Such funds may or may not be used for research. If they are, both income and costs will be matched under the Transparency Review. They may be reported as charity-funded research, and if so will contribute to the overall costs and benefits of this type of research. We have ignored such funds in our work. Their presence or absence has no material impact on our discussion of cost recovery and the calculations we make on this in Appendix D.

2.4.4 We now turn to the main sources of charity funding for research listed above. Table 8, based on information from some of our case study charities, shows that there is a wide variation between charities in terms of the balance between the four types of funding above. It is reasonable to expect that HEIs who have a strategic approach to research will try to maintain a balance of types of grant so that they receive support for infrastructure as well as for research activity.

2.4.5 A number of these types of grant make some contribution to infrastructure costs. As well as those which do so directly (equipment grants, JIF and SRIF etc), project grants can sometimes include equipment, and fellowships can include a contribution to Principal Investigator (PI) costs.

2.4.6 It is important to note these differences in the context of the issues about infrastructure costs and recovery of indirect costs of projects. It would be misleading to quote a total figure of charity funding for research as a basis for any estimate of infrastructure or indirect costs requirements. We have not done this: our conclusions on this issue are based on actual cost recovery calculated from the Transparency Review set against income from charities. 

2.4.7 There is a trend amongst the large funders to offer more programme grants which are larger and longer-term than project grants. A specific example of this is the Medical Research Council’s Co-operative arrangements in which a consortium approach is adopted with (e.g.) charities involved alongside the Research Council. These appear very efficient from the public expenditure point of view in that they are perceived to lever additional charity funding to supplement that from the Research Councils.

2.4.8 A number of funders also provide grants for units or centres which include some contribution to infrastructure and management costs, as well as the direct costs of the research.

2.5 Funding and careers of research staff

2.5.1 This is one of the major issues raised by all external funding of research and a specific remit of this review. A high proportion of research staff are funded on short-term contracts and this poses particular problems for HEIs.

Number of staff affected

2.5.2 In the UK 30% of institutions’ full-time staff numbers and 80% of research-only staff are financed wholly or partly through sources other than the institution (i.e. other than from funding council grants and other institutional resources) (source: HESA FSR 1998-99). Additional staff number are partly funded by the institution, and partly through other sources.

2.5.3 These proportions are probably the same for charities as other sponsors. So if charitable activity is one-third of total research grants and contracts then it might account for 10% of full-time staffing. This is an understatement as it ignores most PI time.

2.5.4 To illustrate the possible scale of this, we were told that the medical school at Oxford had over 1000 academic and research staff, of whom only about 150 were on permanent ‘HEFCE-funded’ contracts.

Issues

2.5.5 The issues for research staff careers and employment with respect to charity-funded research are the same as with other funders. Research staff have historically been funded through what has been considered to be ‘soft money’, and the insecurity and perceived risks of this have led to their employment on short fixed-term contracts. This has had an adverse effect on their pay and conditions of employment, career development and prospects, and security of tenure. It can also have an adverse effect on research productivity when such staff have to spend a significant part of their time seeking funding to enable them to continue their research.

The Concordat and Research Careers Initiative 

2.5.6 In 1996 representatives of institutions and the principal (government) funders of research in the UK agreed a concordat concerning the management of these staff. This was followed by the Research Careers Initiative (RCI – set up by OST and Universities UK) to monitor progress towards meeting the commitments of the Concordat.

2.5.7 The Concordat has led to action in HEIs in several ways:

· training provision;

· appraisal schemes;

· dissemination of relevant documentation;

· pay and grading structures;

· careers guidance;

· improving communication between staff and managers (supervision, integration into department life);

· collection of data.

2.5.8 More radically, it has required HEIs to identify visible career pathways. Steps in this include abandoning redundancy ‘waiver clauses’ and developing systems to assess cases for transferring contract research staff onto more permanent contracts. Practice is currently patchy but there are some good examples already in place. For example, one institution has all staff on permanent contracts even though many are funded by soft money. Another has introduced a formal arrangement for reviewing all fixed-term contracts lasting more than six years. If the staff member has a proven ability to raise research income and to undertake quality work, and their area of expertise is considered to be of continuing demand by sponsors and the HEI, they are moved to permanent contracts. 

2.5.9 Successive stages in ‘improving’ practice here could include: (a) decoupling contract periods from contract dates; (b) providing bridging funding; (c) introducing rolling contracts; (d) permanent contracts.

2.5.10 As part of the HEFCE’s wider commitment to good management practice, they are funding a major project to identify and develop tools in the area of career management of Contract Research Staff (CRS). The project is a direct result of the Concordat and the RCI, targeting specifically the areas of identification of development needs, staff review, and careers guidance.

2.5.11 The project is in four strands:

(i) Development of a system to track the careers of CRS, aiming to identify key factors in the successful and unsuccessful career transitions of CRS;

(ii) Development of a Continuing Professional Development (CPD) Matrix to guide CRS in developing a range of skills, addressing each skill on a number of levels, and outlining the kind of experience and evidence needed for proficiency in each skill;

(iii) Production of a guidebook for grantholders, outlining their role as research manager, and a guidebook for CRS, both of which emphasise work based learning and offer guidelines in building opportunities into grants for CRS career development;

(iv) Production of good practice guidelines for reviewing CRS and staff review materials, concentrating very much on the future of CRS by way of effective career planning within the framework of regular staff review meetings.

2.5.12 There will soon be legislation supporting the Concordat’s principles (The European Community Directive on Fixed Term Work). Broadly, this will require that fixed term employees will need to be treated as fairly as permanent employees. 

Charities’ contribution

2.5.13 The Concordat and its principles are being supported by charities in a number of ways: some, like Wellcome, explicitly ‘expect that the institution will employ fixed-term contract staff at no less than the standards set out in the Concordat’. The Concordat could be seen as part of a more general initiative on human resources management in higher education which is needed to protect and enhance one of HEIs’ most valued assets – the knowledge and skills of its staff.

2.5.14 Charities, and the UK economy, require the continuing availability of highly talented and trained staff, not lost to industry or to the UK, and strong teams able to sustain high quality research over time. These are long-term requirements which take time to establish, and, once lost, may take a long time to re-build. Currently many lead researchers are finding that it is ‘easier to get project grant funding than good people’. The problems are not confined to researchers; it is similar for research technicians who often have no definite future beyond their immediate project funding.

2.5.15 Bridging schemes (after the research project is finished, to allow time to obtain another project) can be important in retaining well trained and motivated staff whilst not losing their focus during the final year of the project if they need to look for a new post. Some charities contribute to bridging costs.

2.5.16 The Concordat also invited sponsors (including charities) to contribute to any contractual redundancy payments.

2.5.17 Improved terms and conditions of employment help to retain good staff. Wellcome’s new pay scales have dramatically improved prospects for the staff funded through their schemes. Other sponsors (e.g. Research Councils) have followed suit. However, some other charities which recognise the need to improve pay and conditions are concerned that they may be unable to match the Wellcome action, and they may suffer as a result. 

2.5.18 The range of fellowship schemes is proving invaluable in attracting and retaining staff and contributing to world class research based in the UK. Some fellowship schemes of the larger charities are more favourable than those of the Research Councils, and enjoy at least equal academic status.

2.5.19 Other less formal arrangements from charities have led to similar results – e.g., an individual had come across from the US to lead a unit that had long-term funding from a charity. The stability of that arrangement was very attractive, and he aims to make the centre a leading unit in its area.

2.5.20 Programme grants, unit and centre funding, and co-operative group arrangements all contribute to stability and therefore the attractiveness of research for staff. However, they also create rigidity in the system and need to continue to be counterbalanced by opportunities for young researchers, and for exploratory research by smaller teams.

2.5.21 There are a wide range of fellowship and studentship schemes available, although numbers of posts available are difficult to obtain. Certainly most are very competitive. These schemes are often targeted: at existing academic staff, or at external staff, or even at researchers abroad. They may be for academics about to embark on their research careers, for those at the most productive time of their academic careers, for clinical academics to allow them to spend time on research, and for those at the end of their careers.

2.5.22 There can be issues when these fellows reach the end of their funding and are moved onto lectureship salaries, when they are already paid above the level at which these would normally be appointed.

Financial implications for HEIs

2.5.23 There are significant costs for HEIs in providing a proper staff management environment for staff on short-term contracts. These costs are not normally covered in the direct costs of research grants and projects.

2.5.24 For example, the requirement to find matching funds for some fellowships has led to some departments carrying out what they consider to be inappropriate commercial work to try to raise the funds (from recovered indirect costs) to support a keen academic. Some research staff are deemed too ‘old’ or at too high pay scales to be supported on some fellowships or research projects, which contributes to difficulties in supporting good teams on a permanent basis over time. It also leads to a waste of a cadre of high quality research staff who may not be the leading researchers in a field, but are able to provide really solid research input into projects and programmes led by that ‘elite’. This means that managers of research teams and units need to spend considerable time in recruiting and training new staff, when these ‘post-40’ year-olds have to leave. A more appropriate funding policy would be ‘to judge the science and then pay the person their proper cost’.

2.5.25 It is obviously helpful for sponsors’ decisions on renewal and extension of fellowships to be made as early as possible. Full support for pay awards and terms of conditions comparable with permanent staff (vacations, maternity leave etc) is important, as is the need to encourage research staff to integrate themselves into departments, participate in some teaching, etc. Some lead researchers have experienced problems in getting charities to fund the full costs of an individual’s promotion.

People and project management costs

2.5.26 Perhaps the most immediate need is for HEIs to obtain funding for the people management and project management costs that sustain and develop high quality productive research staff and research projects, and will allow them, and their sponsor charities, to fully realise the benefits from this. 

2.5.27 People management and project management costs are not recognised as a cost by all HEIs and are not specifically funded by most charities. They are departmental costs as they relate to the management of a suite of research projects, and a team of research staff. The costs are project costs, but are not always identifiable with one particular project. However, they could appropriately be considered as part of the eligible project costs for funding purposes. They might be of the order of 10 to 15% of staff costs. 

2.5.28 These people management and project management costs include:

· bridging and ‘sunsetting’ funds (when institutions are required to continue with posts once the grant-funding has stopped);

· maternity leave;

· sick leave;

· career counselling;

· training;

· time spent in the supervision of research staff;

· time spent in bidding for work;

· recruitment costs (advertising, interviewing);

· any redundancy payments to contract staff;

· the costs of protecting and exploiting IP (which can ensure that charitable aims of ‘for the public good’ are supported);

· conference travel;

· variable office management costs relating to these projects and staff (officer manager/administrator, communications, minor consumables etc).

2.5.29 Funding in this area should help to encourage enlightened people management and to ‘realise the potential’. Charities have an interest in this because the achievement of their missions depends on the supply and development of well-trained, talented and motivated research staff within the universities. However, some charities already contribute part of these costs and further consideration would need to be given to the appropriate additional cost to be funded. 

2.6 The contribution of charities to HEIs’ research strategies 

Background

2.6.1 Research is an increasingly important part of the role of many HEIs. There are a number of drivers for this but they include:

· the importance of research to the economy and to achieving national social and policy objectives;

· the increase in external funding for research;

· the value for institutions in helping to differentiate themselves and to attract both students and staff (especially from overseas);

· the perceived value of research as a further source of more flexible income in a period when public funding for teaching has been both declining in unit terms, and strictly controlled in terms of the scope for growth of student numbers;

· the increasing importance for HEIs of work with external agencies and the role of research in building partnerships and providing a base for other (third mission) activity.

2.6.2 The large national charities are effectively ‘equivalent to Research Councils’ in terms of the academic value of the work they fund and its contribution to both HEI and to the national knowledge base and economy. The benefits for HEIs at this level are similar to those from Research Council work, and include:

· the charitable money employs research staff and so increases research activity;

· without this funding there would be barriers to investigation. There would be little or no research in some areas without charitable funding;

· it permits HEIs to maximise potential; and 

· ‘a lot of our most exciting work is done with charities’.

2.6.3 Charities are generally acknowledged to be flexible and supportive funders. They are seen to facilitate, not hinder, if there is a problem – supportive, not intrusive. They will generally help to overcome a problem as long as it is within the spirit of what the charity wants to have done.

2.6.4 The Wellcome Trust are particularly praised for their flexible approach: they provide a contingency; if costs change they generally fund at a new level if asked; researchers can vire between cost headings with justification; if another research assistant is needed on a project this will be funded; they fund seven years of a five year fellowship if they do not renew it at the end of the five years, to ensure that the fellow can finish the research. 

2.6.5 Researchers say that this attitude creates an appropriate environment for high quality research – there is no evidence that such flexibility leads to any loss of value for money, or of accountability. Wellcome ‘puts the scientists first’ – they ‘trust good scientists to have money and to do good work’.

Volume and quality

2.6.6 As the statistics above show, the total charity contribution to research in UK HE is now approximately one-third of total research funding, and is equal to the total contribution from the Research Councils.

2.6.7 A large part of the research funded by charities is of a high academic quality and is comparable with that funded by the Research Councils. The large funders operate procedures for invitation, selection and review of projects which are not dissimilar to those of the Research Councils. The AMRC have been influential in ensuring the widespread adoption of peer review by their members, and other large funders operate similar or equivalent quality assurance procedures. 

2.6.8 Not surprisingly in such a diverse sector, there are examples of smaller or more occasional charity funders of research where project selection is poor and there is inadequate control of quality. Some work is legitimately of lower academic interest or value because it is directed towards the specific interests of the charity.

Public benefit

2.6.9 Most charity-funded work ranks highly in terms of the national interest in the work and the public benefits it generates for the nation.

2.6.10 For the purpose of this study, we are interested in the public benefits which arise from research where there is a substantial mutual interest in the outcomes. The benefits to HEIs from such research with charities when it is defined in this way include:

· high academic quality usually confirmed by peer review;

· freedom to publish, which builds academic reputation and can lead to funding in the HEFCE QR grant based on the RAE;

· ability to share in benefits of intellectual property rights;

· relevance to national policy and associated reputation and profile;

· public benefit and relevance to society;

· a valuable form of scholarship for teaching staff, and hence benefits to students;

· other opportunities – e.g. for consultancy and other ‘third stream’ activity

· income, equipment and facilities gained without full costs being borne by the institution.

2.6.11 This is the kind of research which we refer to as of ‘national interest’ or public benefit. The evidence from our research is that most charity-funded work is of national interest as defined above. In particular, HEIs are normally free to publish and exploit the work for academic benefits (possibly after obtaining the funder’s approval).

Commercial benefits and Intellectual Property

2.6.12 The position on commercial exploitation of IPR is less clear-cut. With publicly funded research (QR and Research Councils under dual support) it is expected that the institution will be free to exploit IP. With privately funded research and consultancy, IP normally belongs to the client.

2.6.13 The position with charities is between these. There is a growing trend for charities wanting a share of any financial benefits from exploitation of IP. The Charity Commission makes it explicit that a charity has to ‘ensure it gets a share of IPRs which is proportionate to its direct or indirect contribution to the generation/translation of the relevant knowledge and information’ (see Charity Commission Guidance for charities carrying out, funding or commissioning research).

2.6.14 The Wellcome Trust has an organisation (Catalyst) to help HEIs to exploit IP, and generally expects to share in any income streams. A number of other larger charity funders of research do the same.

2.6.15 There is some confusion about the relative importance for the HEI of rights in terms of ownership of IP; exploitation rights; or rights to a share of income streams. A group of universities are trying to negotiate a standard approach to these to reduce the problem of each charity negotiating a different basis. The larger medical charities we interviewed considered that they have more experience, and are better placed to manage IPR than their partner HEIs, but they stressed that this did not mean that the HEI should not benefit from the IP generated by the research. 

2.7 Financial aspects of charity funding

The adequacy of research infrastructure

2.7.1 The HEFCE Review of Research noted that there has been deterioration in the state of the research infrastructure in HEIs, and it attributed this partly to the current system of funding of research which gives incentives to institutions to maximise their volume and quality of research, but not to invest in the long-term infrastructure for research. 

2.7.2 Evidence for the under-investment in research infrastructure has been largely anecdotal to date, but the Transparency Review is beginning to provide more quantitative indicators of this. A full research study of this issue has been commissioned by the Office of Science and Technology. This will report in early  2002 and is likely to demonstrate that there has been significant under-investment in the research infrastructure. The study will also review the extent to which this has been rectified by JIF and SRIF. This is not solely a matter of bricks and mortar, or high-technology equipment. It includes investment in estate maintenance and renewal; plant equipment and services; libraries; IT networks; technical support staff; and investment in research workers themselves, which would include things like time for scholarship and staff development; and career management and training for younger staff. 

2.7.3 These are serious issues for the research base, but they are not specific to charities. There are many reasons for the under-investment in research infrastructure, but they clearly include the increase in the volume of externally funded work which does not make a full contribution to indirect costs (and this would include research funded by Research Councils, UK government departments, and the EU, as well as by charities). 

Indirect costs and contribution 

2.7.4 It is a matter of principle for the charities that they do not pay overheads – because (in many cases) of the source of their funds. Charities are still regarded by the Government as private sources of funds, and our understanding of policy is that they are specifically not intended to be covered by the dual support system for research. The dual support with an underpinning element from DfES (Education funds) was established to provide the basic research infrastructure (formerly described as the ‘well-found laboratory’) to support the project work (from DTi funds) funded by the Research Councils. 

2.7.5 We note that some charities have a different view (i.e. that they are, or were, intended to be included within dual support). The scope and basis of the dual support is not precisely defined, and at the time of the last policy attention to this (when the transfer to the Research Councils was made) the issue of how to underpin charity-funded research was not addressed (although there had been a UGC policy of supporting charity-funded research at universities).

2.7.6 It is now generally accepted that the dual support system has changed very significantly (notably with the relative growth of the DTi – project – element, with no commensurate growth in the DfES – infrastructure – element, and also with the introduction of NHS infrastructure for HEI research as a third leg of support) and with the other pressures noted above. The image of a small raft, with an increasing number (and size) of skyscrapers being built upon it has been used to illustrate these trends. 

2.7.7 In order to evaluate the financial impact of charity-funded research, it is useful to set it in the context of the other main research sponsors, with whom universities naturally compare their charity funding. 

Sponsors funding less than full costs

2.7.8 Most of the research sponsors listed above fund less than the full economic costs of the work (as measured by the Transparency Review) to the HEI. What they actually fund varies between individual sponsors and projects; see the summary in the box below.

2.7.9 It is now clear (with firm evidence for the first time) as a result of the Transparency Review, that all of these research sponsors pay significantly less than the full economic costs of research to the HEIs. 

What research sponsors actually fund

Research Councils
Research Councils pay eligible direct costs (excluding the time of permanent academic staff), plus a 46% contribution to institutional indirect costs (46% of eligible direct staff costs). HEFCE, through QR funding, provide an additional funding per Principal Investigator, and per Research Assistant, (weighted for subject and quality) (also per fellow and studentship).

Government departments 

The Department of Health is a special case and can be regarded in many ways as a third leg of the support system of research (because of the uncharged access it provides to NHS facilities including patients to support HE research; and cost-sharing arrangements such as reimbursed salaries). 

Other government departments generally fund research at a level broadly comparable to the Research Councils (i.e. direct costs plus a contribution of around 50% to indirect costs).

EU

There are three bases currently in use – Additional Cost, Full Cost Fixed Rate and Full Cost. Additional cost is calculated at marginal costs (staff and non-staff) plus 20% of these costs for a contribution to overheads. Full Cost Fixed Rate covers the same costs plus a flat rate contribution to overheads (80%), of which 50% is funded. Full Cost allows institutions to apply their own calculated overhead rates to staff costs as the overhead contribution (and again funds 50% of total costs). The Transparency Review will allow institutions to meet the robust cost requirements for the latter method (not previously possible).

Charities

When asked, charities generally pay the total direct costs of research, but with no contribution to HEI indirect costs, or to the costs of permanent academic staff time. Exceptions to this are capital grants, fellowships (buy-out from teaching), and isolated examples of funding of a member of permanent staff or office costs. Centres are a further exception where some charities contribute to management and infrastructure costs.

Recovery of costs on charitable work

2.7.10 Charities are not deemed to be supported by the dual support system, or by past public investment in HE research infrastructure. The HEFCE have recognised the issues here by assisting universities in the way they allocate their funds, but this is not the same as a government commitment (which clearly has not existed) to match the growth of charity-funded research with additional funding for HE infrastructure.

2.7.11 The HEFCE calculation of mainstream QR related to charity-funded research is calculated on income; numbers of research assistants; and number of research-active permanent academic staff (the last two apply for all research work). The tables in Appendix D show these calculations and how cost recovery on typical charity and Research Council projects compare for different types of project and department. 

2.7.12 These calculations require making assumptions about the way that QR is intended to be used. These examples are illustrative only. They do not necessarily reflect the way that institutions choose to allocate their research funding internally. Moreover, there is (as far as we are aware) no statement from the Government or the funding councils about what types of research are intended to be supported by QR, and different interpretations here could lead to significant differences in the conclusions in Appendix D. The Appendix has been included because we found that many staff in institutions were unaware of the HEFCE allocation based on charity income, and these illustrations may be helpful in thinking through the issues. 

2.7.13 The position with cost-recovery on charity-funded research is part of a broader problem, and the under-recovery on charity funded projects is not necessarily materially different from that on Research Council or other public funded research.

2.7.14 The tables in Appendix D show in particular that, when QR is included (England only):

a. the recovery percentage on charity contracts is much more sensitive to RAE grade than is the case for Research Council or EU contracts;

b. at lower RAE ratings (e.g. 3 or 4) the recovery on charity projects is relatively poor compared with Research Council projects;

c. at high RAE ratings (5 and 5*) it is much better: charity projects can have a higher recovery than EU projects and are comparable to those funded by Research Councils;

d. when significant non-staff costs are involved, charity project funding improves relative to those of the Research Councils.;

e. where non-academic staff costs (e.g. technicians) are involved, charity projects show a lower recovery than the Research Councils.

2.7.15 If QR is excluded from these calculations the recovery on charitable projects is significantly lower in all cases than that of the Research Councils. 

2.7.16 This analysis does not take into account the time lag between the work and receipt of QR monies (QR in one year relates broadly to the average of the last three years of charitable income). Moreover, the RAE is historical, and so the weighting factors for RAE grade last five or so years. 

2.7.17 QR comes to institutions as a block grant. Institutions’ internal resource allocation mechanisms vary greatly. In some cases departments will benefit from the QR compensation on their charity funded research, others may not. The same applies to the overheads elements that comes with Research Council and other grants. Depending on the way that these are allocated internally, academic staff may receive signals and incentives about the relative attractiveness of Research Council and charity-funded projects, which differ significantly from the actual institutional position. 

2.7.18 In 2001-02, the HEFCE QR element for charity-funded research has declined by 9% as the volume of this research has grown (the overall sum available to the sector has remained constant relative to all QR funding, whilst charitable activity has increased). 

2.7.19 These facts mean that the picture on financial implications of charity funding of research is actually quite complex and will differ between institutions and departments within them in quite subtle ways which will be driven by a combination of:

· RAE ratings;

· the balance of work in different disciplines;

· the nature of the charity funded projects (i.e. mix of costs);

· the mix of types of grant received (e.g. project, fellowship, centres).

2.7.20 However, the key message from Appendix D is that the absolute levels of recovery do not vary between sponsor type, or department grades, as much as might be expected. This is because the two most significant items, researcher and non-staff costs element, are either totally funded or significantly underfunded in all cases. This tends to flatten differences between the sponsor types and department grades. 

2.7.21 The policy implications of these financial arrangements are discussed in the policy overview report, HEFCE 02/07.

3 The charity sector and research

This chapter maps the involvement of charities in research from the perspective of the charities sector. The sector is large and diverse, and it is not easy to obtain comparable data about the income, policies, and research spend of charities across the sector as a whole. It is also difficult to make general statements about charities and their research because experience and perceptions differ between them.

In this chapter we present some basic information about the sector, including the results of surveys we have conducted for this study, and we review research activity of charities in three of the main fields where they fund research (medical/scientific; social sciences; arts and humanities).

Statistical data are provided in Appendix B.

3.1 Charities and charity legislation 

3.1.1 A charity is defined as a body set up for exclusively charitable purposes. These could include: relief of the poor; advancement of knowledge, education or religion; health promotion and medical research. In England and Wales, all except very small or otherwise exempt charities have to register with the Charity Commission.

3.1.2 In 2000 there were more than 185,000 charities registered with the Charity Commission, with a combined income of £24.6 billion. Whilst the number of charities has been growing slowly (by about 1% per annum) – and indeed declined slightly between 1998 and 2000 – their combined income is growing rapidly, with an increase of 20% between 1995 and 1998 and a further increase of 25% between 1998 and 2000. The recent growth may be largely due to the impact of the National Lottery (charities originally expressed fears that the Lottery would reduce their fund-raising, but much Lottery funding has been channelled through charities).

3.1.3 The sector employs around half a million people with an estimated 3 million people undertaking unpaid work for general charities.

3.1.4 The broad definition of charities employed by the Charity Commission includes organisations such as NHS Trusts, some government funded bodies (e.g. the Arts Councils, British Council) and private schools. When these are excluded, the National Council for Voluntary Organisation’s (NCVO) survey counts 135,000 charities with a turnover of some £13 billion (in 1998). We take this as the population which meets the criteria for inclusion in our study.

3.1.5 Scotland has a similar legislative framework for charities as England and Wales but there is no direct equivalent to the Charity Commission. The Scottish Charities Office estimates there are some 30,000 charities in Scotland, with an annual income of some £3 billion. The Charities Aid Foundation estimates there are approximately 5,000 charities in Northern Ireland, although estimates vary widely.

3.2 Types of charity

3.2.1 Charities can be classified in a number of ways which may be helpful for this study, notably:

· by size and scale of operation;

· by source of funds (e.g. endowed charities vs fund-raising charities);

· by the nature of their purpose and constitution;

· by field of activity (we have used three groupings: medical/scientific; social sciences; arts and humanities).

We discuss each of these below.

Size

3.2.2 Charities range from large national and international organisations which have some of the features of major corporations, to very small local bodies which may be staffed largely by volunteers. Whilst we conducted a survey of smaller charities with research in their objects and consulted with bodies which represent them (such as ARVAC and NCVO – see Appendix A), we focused on the larger charities.

3.2.3 The table below shows a breakdown of what the Charity Commission call main charities (i.e. the lead body in each registration), by income, for 2000.

Annual income bracket (£000)
No. of 

main charities
% of 

 main

 charities
Total annual

 income (£bn)
% of income

of main 

charities

£0-1
43079
26.95
 
0.008
 
 0.03

£1-10
59912
37.48
 
 0.268
  
1.09

£10-100
40018
25.04
  
1.306
  
5.32

£100-250
  7693
  4.81
  
1.220
  
4.97

£250-1,000
  5744
  3.59
  
2.813

11.45

£1,000-10,000
  3063
  1.92
  
8.679

35.34

£10,000+
    336
  0.21

10.267

41.80

Total
159845

100

24.561

100

Source: Charity Commission

3.2.4 This shows that 2% of the total number of charities account for three-quarters of all income to the charitable sector.

3.2.5 Table 9 shows the top 20 charities by income. Some of these fall outside the scope of this study as defined above (e.g. the British Council, Arts Council, Church Commissioners). In fact, only 11 of these charities fall within the scope of this report and just three are amongst the top 50 charities in terms of research spend (listed in Table 10).

3.2.6 Some of the largest charities are within the medical field and most of these are members of the Association of Medical Research Charities (see below). There are five medical charities which spend more than £10m on research. The largest of these by far is the Wellcome Trust, with an annual research (project) expenditure (i.e. projects, programmes and personal awards) of £280m in the UK in 2000. Wellcome has also made a large contribution to JIF and other capital/infrastructure schemes (shown in Table 3).

Source of funds

3.2.7 Most of the charities we considered receive their funds by two main routes: fund-raising and endowments.

3.2.8 Table 10 shows that 13 of the top 50 charities in terms of research funding are endowed, and 35 are predominantly fundraising. Although there are exceptions, endowed charities tend to have broader objects than their fund-raising counterparts, often providing funding in a number of fields of operation. The four large multi-sector charities in Table 11 are all endowed (the Leverhulme Trust, the Sainsbury family charitable trusts, the Joseph Rowntree Foundation, the Nuffield Foundation).

3.2.9 Amongst respondents to our surveys, endowed charities formed a higher proportion of charities in the areas of social sciences and policy, education, and religious and missionary.

3.2.10 A number of charities receive a significant proportion of their income from fees and subscriptions. This is particularly true in areas such as animal health, environmental charities and learned societies and institutions.

3.2.11 The Charities Aid Foundation (CAF) produces a breakdown of sources of income for the top 500 fundraising charities. This is shown in Table 11. This shows that:

· one-third of the funds of these charities come from government and other official sources;

· the smaller charities in the sample tend to be more dependent on voluntary donations than the larger charities; 

· the proportion of income from grants and fees was much greater for the largest 100 charities in the sample than for the smallest 100.

The CAF analysis also highlights trends in sources of income by sector, as shown in Table 12. These include:

· charities operating in the fields of social services, children, and culture and leisure get almost half their income from grants and fees, a source of funds that is much less important for animal health and medical charities;

· both medical charities (more than a quarter) and animal health charities (two-fifths) get a significant proportion of their income from legacies, an area which barely features for international aid charities. Legacies are the single most important source of funds for animal health charities;

· voluntary donations are the single most important source of income for benevolent funds, religious, medical and international aid charities, with international aid charities particularly reliant on this income source.

Constitution and purpose

3.2.12 Charities’ objects and purpose are very diverse. Whilst the AMRC has developed categories of medical research charities (profession-led; endowed; corporate; institutional; philanthropic; scientist-led), these categorisations are less relevant outside the medical field and can become complex if new categories are added to compensate.

3.2.13 For the purposes of this review, we are concerned with charities that do or may fund research. These cannot be identified directly from the Register of Charities as many charities with research in their objects may never fund research, and many who do not have research in their objects are major contributors.

3.2.14 The reasons why charities fund research vary. We could contrast:

· funding which is deliberately undirected, (e.g. the Leverhulme Trust supports high quality work in any (non-medical) field);

· those that act effectively like a Research Council – i.e. to support good basic science in a chosen field (Wellcome);

· those that fund research for social benefit (e.g. the Joseph Rowntree Foundation)

· those that do research to investigate a particular problem (the disease-specifics);

· those that only do research on an ad hoc basis when they have a particular issue;

· those that wish to benefit their chosen local or partner HEI.

3.2.15 Some charities operate in more than one of these ways. These points illustrate the range of charity support, and HEIs will be more successful if they have a better understanding of these differences and target their applications for research funding with this in mind.

3.2.16 In practice, the HE sector is primarily interested in charities which have an adequate and secure enough source of funds, and some permanent professional staff to enable them to plan and fund research; and either:

a. have research as one of their objects or are working in a field where research is likely to contribute to their charitable purposes;  

b. have a particular local or other specific interest in the HEI and/or the region.

Fields of operation

3.2.17 Charities have a wide range of areas of interest and operation, which are defined differently by different bodies. As noted in chapter 2, these are dominated by the medical sciences and biosciences, but charities are also important funders of research in other fields. The most significant contribution of all charity funding of research can be grouped into three broad areas:

· medical and bio-sciences;

· social sciences and social policy;

· arts and humanities.

3.2.18 These categories are not exclusive, and a number of important players in research terms are active in more than one of them. However, each has individual characteristics which we describe below.

3.2.19 Some charity funding is in fields outside this grouping, including the physical sciences, agriculture, engineering, computer software, animal health. 

3.3 Medical and biosciences research 

3.3.1 Medical charities are a special case because of the size and growth of the field, as illustrated in chapter 2, and the importance of medical research to higher education, the economy, and government policy.

3.3.2 This is a high-technology and very competitive field where the UK has established an international reputation for the quality of its research. Overseas universities and research institutes, particularly in the USA, have very significant resources to devote to research in this field, and it is unlikely that the UK would still be a world player in this field without the contribution of the medical research charities, particularly the Wellcome Trust.

3.3.3 Universities have a range of alternative funders for medical and biosciences research, including the Research Councils (MRC and BBSRC), the Department of Health, and private industry (particularly pharmaceutical companies). A number of HEIs have also founded charitable trusts to support their research efforts. 

3.3.4 The disciplines in this field are mature sciences which have a particular model of research which is typically characterised by:

· large research groups and collaborations;

· competitive international science;

· a premium on publication in prestige scientific journals;

· emphasis on empirical data, and often use of sophisticated technology to collect it;

· strong commercial interest from private industry;

· the potential for IPR, sponsorship etc;

· strong links to national policy objectives;

· high cost. 

3.3.5 Another important, and complicating, factor is the essential link to clinical medicine and health care delivery. Much of the research in this field is carried out in collaboration with, and often in the premises of, the NHS. Universities with a medical school have a close, important, but also complex relationship with the NHS. This further complicates analysis of the financial impact of charity funded research in this field. 

3.3.6 Our interviews suggested a trend amongst the specialist and disease-specific medical charities towards broadening their research remit. For example, a cancer charity might choose to spend some of its research funds on investigating the impact of the disease on the patient, friends and families. This has implications for HEIs who may need to extend inter-departmental collaboration if they are to meet changing expectations and requirements. Almost all our interviewees and focus group participants raised cross-disciplinary research teams as an important issue for them.

Medical charities and the AMRC

3.3.7 The majority of significant medical research charities are members of the Association of Medical Research Charities (AMRC). Its objects are ‘to further medical research in the United Kingdom generally and in particular to advance the effectiveness of those charities of which a principal activity is medical research’. It represents members in relevant national fora and provides a collective voice and focal point for consultation. It has also played an important role in establishing common standards for the management of research funded by its members. The existence of the AMRC has meant that we have more data and understanding of this sector, as there is no comparable body for social sciences or arts charities.

3.3.8 Statistics on the research funding by members of the AMRC were given in Table 2. The AMRC handbook for the year 2001 lists annual expenditure on research in the UK by its 110 members in 1999-2000 as £540 million. The growth in research spend amongst AMRC members has been strong in recent years, increasing from £138 million in 1987-88 and £340 million in 1995-96; almost tripling expenditure in a little over 10 years. It is thought that members’ current research expenditure is likely to have levelled out at around £500m. In recent years, members have been increasing expenditure to non-research activities (e.g. campaigning, education, care and support).

3.3.9 In 1999-2000, the largest five member charities of AMRC were also the largest five charities in terms of research expenditure, as shown in Table 10. Between them, they accounted for £450 million, or 83% of members’ expenditure on UK research, see table below. (These figures are different from those in Table 10, because the AMRC statistics exclude overseas spending and capital grants.)

Charity
1999-2000 UK

research spend (£m)

The Wellcome Trust*
280

Imperial Cancer Research Fund
56

Cancer Research Campaign
57

British Heart Foundation
40

Arthritis Research Campaign
20

Source: AMRC Handbook 2001

Excludes Wellcome Trust funds for JIF and SRIF

3.3.10 AMRC data suggest that cancer research accounts for one-third (31%) of all medical research. General medical research accounts for 45% and heart, lung and stroke research for 12%. It remains to be seen what – if any – impact the imminent merger of the Imperial Cancer Research Fund and the Cancer Research Campaign will have on their combined research funding (estimated at some £135 million in 2000, if the ICRF’s internal research funding is included). 

3.3.11 HEIs receive approximately 80% of AMRC members’ research spend – an estimated £400 million at current rates – with 74% spent in HEIs and 4% spent in charity units within HEIs. (The other main funding route is charity institutes, which receive 16% of funding.) This highlights the importance – to both parties – of HEIs’ understanding and assimilating the particular requirements of medical research charities. 

3.3.12 There are some areas of medical research where charities are funding a major part of the national research effort. For example, the Cancer Research Campaign and Imperial Cancer Research Fund between them spearheaded the introduction of oncology as an academic discipline in the 1960s. Charities still have a pre-eminent role in the funding of cancer research.

3.3.13 Examples of the importance of the medical charities include:

· medical charities dominate the list of the top 50 charities by research spend – about four-fifths of those in Table 10;

· a small number of very large funders (e.g. those listed above) can have a dramatic impact on the national research effort, and on individual HEIs;

· as noted in chapter 2, HEIs with strong medical and bioscience departments tend to get a far higher proportion of their research income from charities, and therefore have particular issues in relation to the financial impact of charity-funded research;

· peer review is well established amongst AMRC members, and most medical charity research is seen as of similar quality to that of Research Councils and as crucial to success in the RAE.

The Wellcome Trust

3.3.14 The Wellcome Trust is the pre-eminent medical charity. It is the largest single funder of medical research in the world and has played a leading role in the recent initiatives to improve university research infrastructure (JIF and SRIF).

3.3.15 The Wellcome Trust is a research-funding charity with a mission to foster and promote research with the aim of improving human and animal health. The Trust was established in the 1930s under the will of Sir Henry Wellcome. It is the largest endowed charity in the UK, with investment assets of £15bn in 2000 and an annual income of approximately £300m. The Wellcome Trust enjoyed a period of exceptional growth in funds in the mid 1990s. Table 3 provides a summary of Wellcome Trust funding for research activity and infrastructure. 

3.3.16 The Wellcome Trust plays a vital role in the field of research, and has an exceptional range of grants and schemes available to UK HEIs. It has developed a strategic plan to support the Trust’s mission. This is expressed in terms of four Aims of Wellcome activity. These relate to the knowledge base; resources for biomedical research; translation of research results to applications; and public engagement. 

3.4 Social science and social policy research

3.4.1 Included in our definition of social science and social policy research are areas such as education, children and youth, international aid and housing. Although these areas include a number of very large charities in terms of income (e.g. Barnardos and Mencap), research often forms a small percentage of their expenditure, if it features at all.

3.4.2 By way of illustration, amongst the top 500 fundraising charities, charities in this category have a combined income that is larger than that of medical and health charities. In our top 50 charities by research spend, there are 35 fundraising charities, but only one of these, the NSPCC, is in this field of activity (whilst there are 33 fundraising medical and health charities included). Dedicated social science/policy charities (excluding, e.g., Leverhulme and the Gannochy Trust who allocate some of their funds to the field) accounted for 2% of the research spend of our top 50 charities if Wellcome Trust is included, and 5% if it is excluded.

3.4.3 This has implications both for the way research funding is sought and for the way projects are managed and reported, as research management is likely to receive relatively less attention and resource.

3.4.4 The same cannot be said to hold true for the endowed charities providing funding for social science and social policy research. Funders such as Leverhulme, Joseph Rowntree Foundation and Nuffield Foundation all deploy research funds that are significant. Research funded by these sources tends to carry at least the same prestige as that funded by a Research Council. 

3.4.5 In many ways, social science and social policy research can be more difficult to categorise than medical research, for the following reasons:

· it uses a broad range of research methodologies, both quantitative and qualitative;

· researchers may work in large teams with sophisticated equipment or as lone researchers with little more than a research assistant for support, with all the associated cost implications ;

· projects may be of global significance or of real importance to a small, local community;

· successful communication amongst the target community may be more important than gaining broader, academic recognition;

· some research may be looking to influence policy at a local, national or international level;

· whilst some projects fit well with the RAE, others may have different priorities;

· there is typically a strong bias towards application;

· peer review is stringent on some projects, whilst seen as inappropriate for others;

· surveys and desk research appear to be more important than in other research areas.

3.4.6 Perhaps because of the difficulty of defining a ‘typical’ social science/social policy project – and because the sector tends to sit between medical and health on the one hand and arts and humanities on the other – researchers and funders in this category seem more likely to feel that their particular needs and requirements are less well understood. For example, those working at the quantitative, ‘scientific’ end of the spectrum tend to feel that their research should be funded at a level equivalent to scientific research; whilst those working on applied research projects in the community may feel that their research is undervalued.

3.4.7 The discussion in chapter 2, supported by Tables 4 and 5, illustrate the relative importance of charity funding to HEI departments in these fields.

3.4.8 There is an opportunity, which HEIs have not always been quick to recognise, for social science and social policy research funding from charities that are categorised as medical and health. Focus groups and interviews conducted in the course of this project repeatedly suggested that medical research charities are paying increasing attention to social impact. Despite the inclusion of social science topics in their areas of interest, they do not always find it easy to attract proposals in sufficient quantity or of sufficient quality.

3.5 Arts and humanities research

3.5.1 Arts and humanities is the smallest of our three categories, and does not have the same tradition of attracting externally funded research as the other two sectors. This applies to Research Council and government funding, as well as to charities’ and corporate funds. In part this can be explained by the characteristics of the sector:

· historically, much of the research in this category has been viewed as highly academic with limited practical application, and has been linked to the image of a lone academic researching his or her own area of very specialist interest;

· dissemination of findings tends to be in very specialist, academic journals, or sometimes by performance, practice or other materials; 

· peer review has tended to take place after publication, with current research interests sometimes a closely guarded secret outside the department;

· data are often incomplete and from different sources that are hard to compare, which can make it more difficult to validate;

· until recently with the creation of the Arts and Humanities Research Board, there was no equivalent of Research Council funding;

· external interest has tended to come from publicly funded bodies, rather than from private industry.

3.5.2 The top 50 charities by research spend contain no dedicated supporters of arts and humanities research, although the Sainsbury Family Charitable Trusts and the Leverhulme Trust are significant funders. They are certainly of significance to the sector, and Leverhulme funding is particularly highly prized for the status attached to it. The Wellcome Trust have been a long-term funder of research on the history of science.

3.5.3 There are signs of increasing interest in research in the arts and humanities sector from external funders. It should be noted that there are charities (e.g., the Arts Council) funding research who fall outside of our definition of a charity for the purposes of this study.

3.6 Charities’ funding of research (Table 10)

3.6.1 Many charities spend only a fraction – if any – of their income on research, others spend the vast majority. This is highlighted in Table 10, which shows the top 50 charities in terms of research spend.

3.6.2 Table 10 has been compiled from the following sources:

· responses to our questionnaires;

· CAF’s Top 500 Fundraising Charities;

· the Directory of Grant-making Trusts;

· the AMRC Handbook 2000.

3.6.3 These sources have been supplemented with telephone enquiries where necessary. It is possible that a few significant funders of research have not been included. Also, different charities inevitably have different definitions of ‘research’. The figures should therefore be seen as indicative only. 

3.6.4 Between them, the 50 charities in Table 10 spent some £870 million on research in 2000, or £330 million if Wellcome Trust is excluded. 

3.6.5 The table below shows the percentage of top 50 research spend for our broad categories of charity, when Wellcome Trust is included and excluded. The charities have been categorised according to their principal activity, and that this does not mean that all their research funds are spent in that category.

Category
% top 50 research spend inc. Wellcome Trust
% top 50 research spend exc. Wellcome Trust

Medical & health
94
85

Social sciences & policy
 2
5

Arts & humanities
0
0

Multiple & other
4
10

3.6.6 This highlights the overwhelming dominance of medical and health charities when it comes to research spend, even when the Wellcome Trust is removed from the equation.

3.6.7 The difference in share of research spend in Table 10 and share of income in Table 9 is due to medical and health charities tending to spend a far higher proportion of their income on research than charities in other sectors. 

3.6.8 The figures for the top 50 charities by research spend suggest an overall increase of £360 million (70%) over the period if Wellcome Trust is included or of £50 million (18%) if it is excluded. Within this overall figure, there are some marked differences by sector, notably:

· non-medical charities have experienced a small decrease (of about £250,000) overall, with all the growth coming from medical and health charities;

· if Wellcome Trust is excluded, only £4 million (8%) of the growth has come from endowed charities – half what could have been expected from their sector share.

3.6.9 The type of research that charities are funding is also of real interest to HEIs. This is discussed in chapter 2. Table 8 provides this information for a selection of the charities in Table 10.

The future

3.6.10 A number of factors have fuelled the recent rapid growth in charity funding of research. One of these was the exceptional increase in the income of the Wellcome Trust in the mid 1990s. It is considered unlikely that the growth in research funded by charities will continue at the rates experienced in recent years. Indeed, many in the sector believe that it will reach a plateau. Among respondents to our survey of larger charities 33% expected their research spend to remain about the same; 5% expected it to increase and 6% expected it to fall. There are several factors at work here, which include:

· a perceived trend away from research towards education, support and other areas by some large funders of medical research;

· an unsettled stock market, which may have a negative impact on investment returns and encourage a cautious approach to expenditure;

· changes in tax law – notably the abolition of ACT – will reduce income on investments, and, although this is perhaps counterbalanced by other changes to tax law for many fundraising charities, endowed charities expect to see their income fall by 10 – 15%;

· a small number of charities may be considering the deployment of some research funds through overseas institutions in the future;

· some charities have experienced a negative impact on their fund-raising due to the outbreak of Foot and Mouth disease in the UK in 2001.

3.6.11 Within research itself, there is likely to be more concentration, particularly in areas of operation where expensive equipment is required, and there is likely to be a growth in multiple funding of projects (where sponsors pool their resources to get a piece of work done). This is likely to involve a growing number of projects where charities are involved alongside other funders (e.g. Research Councils), as well as other charities.

3.6.12 In interviews and focus groups, most larger charities stated that building longer-term relationships and funding programmes, rather than projects, will be an increasing priority. 

3.7 Survey of charities 

3.7.1 Research for this project included two postal surveys: the first a short questionnaire sent to 300 charities outside the top 300 and with research in their objects, the second sent to 289 of the largest charities by income and fundraising. The findings from both surveys are presented in Appendix C, and we give a summary of key points below.

Short questionnaire

3.7.2 This postal questionnaire was sent to 300 of all but the largest charities with research in their objects in February 2001. 83 questionnaires were returned (a response rate of 27%), of which 61 met the criteria for inclusion. In a telephone follow-up of a sample of non-respondents one-quarter could not be contacted; half did not fund research; and the remainder could still be classed as ‘non-respondents’ (the person we needed to speak to was unavailable or unwilling to participate). 

3.7.3 Key findings were:

· eight out of ten responses were from fund-raising charities and over half (57%) of the questionnaires were from medical charities, with no other single area achieving more than three responses;
· medical (53%) and scientific (41%) research were the most important areas of activity, although environmental research (20%) and social sciences and policy (18%) also featured significantly;

· in total, the respondents spent some £29 million on research in 2000, with an average spend per charity funding research of nearly two-thirds of a million pounds. This supported just under 1000 projects, with an average project spend of almost £30,000;

· 18% of the respondents supported no research, whilst three out of ten spent between £10,000 and £100,000 pounds in 2000. A further three in ten spent between £100,000 and £1 million;

· peer review (56%) was the most common method of project selection, with 44% using internal assessment. One in five respondents claimed to use both;

· two-thirds of respondents funding research undertook most or all of their research in HEIs and only four respondents who funded research made no use of HEIs;

· seven out of ten respondents funding research support three to five year projects, with four out of ten supporting projects of less than one year and student or postgraduate fellowships. Overall, there was a good spread of types of grant funded, with almost all charities funding research supporting more than one type;

· three in ten respondents had no concerns with the way HEIs carry out research for them, and felt that there were a wide range of benefits. The top three benefits were infrastructure/operational support (eight mentions); credibility/recognition (eight mentions); and excellent/quality research (seven mentions);

· only eight respondents specified any concerns and none of these rated more than one mention.

Top 300 questionnaire
3.7.4 A more detailed questionnaire was sent to 289 of the largest charities in April and May 2001. 106 questionnaires were returned, one of which was a composite response from charities within the same group. A further 26 respondents telephoned or sent an e-mail stating that they did not fund research. In total, the response rate was 48%.

3.7.5 A full report of findings is at Appendix C; key points are summarised below. The findings are based on analysis of the 97 questionnaires returned that were completed and which met our criteria for inclusion as a charity. 

· 42% of respondents listed endowments as a main source of income, 39% named public donations/voluntary income, and 19% corporate donations. This contrasts with our earlier survey, where the majority of respondents were fund-raisers. There was also a variety of other income sources 

· 42% of respondents who returned questionnaires funded no research. However, when the 26 non-questionnaire responses are included, 54% funded no research;

· research spend amongst respondents doubled between 1998 and 2000. If one very large respondent is taken out of the equation, the increase was 33%, still a strong rate of growth. However, this growth rate is not predicted to continue, with 5% of respondents saying their spend was likely to increase; 6% claiming it would decrease and 33% predicting it would remain about the same;

· excluding one very large respondent, average research spend per charity increased by 10% between 1998 and 2000, with the balance of the increase coming from an increase in the number of charities funding research;

· if the same respondent is excluded, charities predict their average research spend over the next three years will increase by 4% (6% if the respondent is included);

· medical and health, at 29%, was the most popular area for research, closely followed by social sciences and policy (25%). Scientific (19%) and nursing (10%) also reached double figures. If only those charities funding research are included, half fund medical research and 43% fund social science and policy research;

· of respondents who completed the question on which areas of research they funded, 36% funded research in only one area, 32% in two areas, with the remainder split evenly (16% each) between those who funded research in three areas and those who funded in four or more areas;

· basic research (38%) was the most frequently funded research area, followed by applied research (34%) and desk research (26%);

· charities that funded research in HEIs (and could complete the question), averaged nearly three-quarters of their research spend in HEIs. (Only one-third of respondents completed this question);

· 12 respondents (12%) claimed to spend some of their research budget overseas, although not more than 10%. 39 respondents (40%) claimed no overseas spend;

· our respondents supported a range of project types. The most popular were projects of one to three years (41%), followed by projects of less than one year (35%) and student or postgraduate fellowships (26%);

· amongst those who completed the question, on average two-thirds of the research they sponsored in higher education was defined as collaborative. (two-thirds of these claimed either all or none of their research was collaborative.)
4 Benefits, issues and good practice

In this chapter, we summarise the main points made to us about the benefits of research relationships between charities and HEIs, and the main issues that have been raised about them. We also summarise some lessons which emerge from this material. Many of the points made in this chapter apply to research management more broadly (e.g. to all externally funded research in HEIs).

4.1 Benefits for the charity sector

4.1.1 In general, charities are satisfied with research undertaken on their behalf by HEIs and many feel there are positive benefits. HEIs are the major beneficiaries of charities’ research spend, accounting for some three-quarters of total spend among respondents to our surveys.

4.1.2 This section draws  from our surveys and case studies, and have been tested and validated at focus groups. However, they represent an aggregation of views expressed by individuals. Therefore not every point applies equally to all charity relationships.

Quality and credibility

4.1.3 Quality and quality control is seen as the most important benefit of working with an HEI. The term ‘quality’ was broadly applied, to cover the research itself, the researchers conducting it and the support team.

4.1.4 HEIs are perceived as having some of the best researchers, and these researchers are often seen to have good access to other researchers in their own and in other disciplines, encouraging cross-fertilisation of ideas. Allied to this is depth of knowledge in an institution, with good potential to become a centre of expertise.

4.1.5 Although many respondents to our surveys –particularly those with larger research spends – felt that an association with them brought prestige and kudos to the partner HEI, a number also acknowledged that the research they fund in HEIs benefits from the institution’s reputation and credibility. This may be particularly true for ‘issue-based’ charities, where the institution’s reputation for objectivity and impartiality can add weight to research findings.

Dissemination

4.1.6 Publication and ’sharing’ of findings was sometimes seen as a benefit. HEIs were felt to have good access to refereed journals and other important publications. And, whilst charities might feel they could be better at disseminating research findings to users (one employs science writers to make research reports more accessible), HEIs were seen as more ‘open’ with research findings than some other groups (e.g. consultants and other commercial partners).

Research base

4.1.7 All the charities with larger research budgets, and most other focus group participants, attach value to continuity in a research relationship. HEIs were seen to be well-placed to provide this. This couples with a perceived trend amongst this group towards funding longer term programmes. 

4.1.8 Although a number of charities expressed a concern at the decline in research infrastructure, the research infrastructure in place was seen as a benefit. As well as the facilities, this was linked to a ‘research culture’ and commitment to research that is not always easy to identify elsewhere.

4.1.9 Particularly among medical research charities, our research revealed a strong feeling that it is important for the UK as a whole to maintain a solid research base. Concentration of resource (by specialism and by location) is an important element in this, one which HEIs can help to fulfil. There is a feeling that by working with HEIs, charities are making a positive and distinctive contribution towards the UK’s research base. Although this may be true in their collaboration with other partners, it is perhaps most obvious in the HE sector. The fact that HEIs are non-profit organisations is also important to some, and may indeed be a pre-requisite for the charity’s support.

4.2 Benefits for HEIs

4.2.1 The importance of charity support for the HE sector has been covered in chapter 2 (section 2.6).

4.2.2 In summary, as well as providing another source of support alongside the Research Councils and other funders, there are specific features of charity funding which benefit HEIs in their overall research portfolio. These include:

a. charities are perceived as sometimes willing to fund work which would be unlikely to attract support from other funders like the Research Councils because (e.g.):

· it is novel or innovative in terms of research methodology;

· it does not fit easily within the Research Council structure (e.g. interdisciplinary subjects and subjects which need a broad base of research from fundamental to applied R&D);

· charities may use a wider spread of reviewers. 

This perception may relate more to the past than the present, and may vary between disciplines. For example, the MRC (e.g.) actively seeks to support both innovative and interdisciplinary work. 

b. charities can sometimes be more flexible in what they will fund. The Wellcome Trust is often quoted as an example of this with their generous terms for studentships, contingency payments and so on.

c. charities are more inclined to build closer and longer-term relationships with particular institutions and researchers, who may be supported continuously over long periods. Some regional and local charities provide funding for less-research-intensive universities, often with a lower level of scrutiny and competition than industry or Research Councils, and this can be vital in helping such institutions to establish a research profile.

d. charities are widely perceived to be less bureaucratic than (e.g.) the Research Councils. This is not always a benefit in terms of quality assurance and value for money, and may sometimes reflect very lean staffing and processes because of the different sources of funds and nature of the accountability compared with a public body. However, the perception is that in many cases, it makes dealing with charities easier for HEIs.

4.2.3 Other aspects of the benefits to HEIs from undertaking charitable research include:

· the seal of approval and prestige from working with the leading charities. This is essential in certain fields – e.g. for institutions with (or about to have) a medical school, where it is a must to show biomedical Research activity, and this means having some charitable funding;

· career opportunities/retaining staff (e.g. the Wellcome Trust series of fellowships);

· local profile/networking – strengthens local links and visibility with community ‘embeds the university in the community’;

· a form of diversification. If an institution is not in a particular area then it might miss out – they must be in all important areas to maximise opportunities (although this is not necessarily seen as a good thing by charities who prefer HEIs to specialise);

· important source of infrastructure funding and for specialist equipment – not just Wellcome, but equipment and building grants from others (e.g. an unsuccessful JIF bid for a new centre for £250,000 was funded by a local charity);

· charities can be well-connected in their fields and provide an entry ticket for the academic into the establishment part of the policy network where research is of particular interest to policy (e.g. research into BSE, sponsored by Leverhulme; Nuffield Trust on health policy, Joseph Rowntree Foundation on social policy).

4.3 Issues and concerns

4.3.1 Although issues tend to vary from charity to charity and from sector to sector, a number of themes have emerged from our research. The medical research charities in particular tend to raise issues particular to that sector. Some can only be addressed at a policy level, others may provide opportunities for HEIs to achieve greater added value for both charities and themselves.

4.3.2 The following should be set in the context that, for the most part, satisfaction levels around research conducted by HEIs are high.

Indirect costs and adequacy of the HE research infrastructure

4.3.3 The issue generating most comment among both charities and HEIs is that of payment of overheads. The HEIs’ perspective was considered in chapter 2.

4.3.4 Almost all focus group participants and interviewees were sympathetic to HEIs’ dilemma around cost recovery: they recognize that for institutions/departments – particularly those undertaking a relatively high proportion of their research for charities – non-payment of overheads can pose real problems. However, almost without exception they also agree that a requirement to pay overheads would cause them to rethink their research strategy. Fund-raising charities in particular tend to have concerns that this is not an appropriate use of funds contributed by the public, since it is seldom clear how HEIs have arrived at their overheads and what is included. Any requirement to contribute to overheads, over and above project costs that are already paid, would result in a reduction in the number and breadth of projects that could be funded. The concern here is that this work would not be picked up by other sectors – e.g., government – and so would not be undertaken. 

4.3.5 The same group felt that this is a stale argument and that there is a need for charities and HEIs to discuss ‘ground rules’. A number of charities have suggested that differentiating between direct and indirect costs might be a useful way forward. Whilst most felt funding indirect costs was not an option, there was more sympathy for flexibility around payment of costs that could be directly linked to undertaking a particular project. The larger funders are already contributing to ‘overheads’ in this way. It may be that finding a shared language and understanding is at the root of this issue.

4.3.6 Most of the larger funders we interviewed have a perception that, at least in the laboratory-based disciplines, the quality of research facilities and infrastructure is under threat. A side effect of this is that charities are asked with increasing frequency to fund what should be core equipment. Typical comments from a number of medical research charities include:

‘Research facilities are downgrading rapidly… we will fund equipment, but are increasingly being asked to fund what should be core equipment.’ 

‘We get asked for more [research equipment] and departments tend to get less from the university… we’re asked for quite a lot of stuff that may have been seen as basic in the past.’

‘There seems to be a shortage of small equipment – such as computers and microscopes – in universities, and that effects productivity.’

‘Research is increasingly international and highly competitive. It is increasingly difficult for universities to stay at the cutting edge. JIF funding will help but those who’ve not got it will be left behind.’ 

4.3.7 There is a perception by some charities that HEIs routinely try to ‘add a computer and a technician’ to every application, and charities see this as unjustifiably eroding their ability to fund research rather than infrastructure. There is something of a game going on whereby HE applicants tend to add such items (often for good reasons) and charity grant review panels tend to strike them out of applications for the equally good reasons that they wish to fund as many projects as they can.

4.3.8 The Wellcome Trust perhaps made the strongest statement on this. They have developed their own in-house research facilities, the Sanger Centre at Cambridge, and also have links to many overseas institutions. They indicate that they would seriously consider moving much of their research away from UK HEIs if they considered that this would deliver better value. Other large charities have expressed similar opinions, and stress the importance of understanding the global context. 

Building and maintaining expertise

4.3.9 Over the long term, any decline in research infrastructure may also reduce the ability of UK HEIs to do the work that charities wish to fund.

‘Equipment is getting more expensive and the pace of technology means you need to replace it more often… limited access doesn’t encourage innovative research, it encourages predictable research.’

‘If [universities] get less [research funding] it will have a significant impact on the UK’s bio-medical research capacity, not just on the universities.’

4.3.10 Several participants felt that HEIs tend to do the research that they want to do and that it could be difficult to attract good applications in some areas. There was also a feeling that outside of the ‘sexy’ areas for research, charities have to work hard to draw researchers in.

4.3.11 Frequent funders of research tend to feel that HEIs could and should do a lot more to provide a recognised career structure for good researchers. Whilst the ‘stars’ generally experience few problems, there is a significant cadre of solid, experienced researchers without whom the research base could not be maintained. However, this group often seems to struggle to maintain a career when reaching the mid-thirties. At this point many choose to leave and seek a different career. Charities point out that there is also no data on numbers who reject the idea of a research career altogether for these reasons.

4.3.12 The best researchers get snapped up quickly and there is a growing problem for HEIs in paying them and funding the gaps between projects. The feeling was that the UK is losing a lot of good researchers, particularly to the USA – which is not a bad thing (it broadens horizons) as long as they come back! The perception is that, in the USA, researchers work harder and the work is less flexible, but it is getting harder to come back ‘when the jobs aren’t here’. The belief is that there are no tenured positions for ‘youngsters’, and as a result ‘there is no future for science as short term grants are no way to build a career’.

4.3.13 For medical research charities, this was allied to a perception that HEIs are also ‘looking to make their fortune’ and seem to be drawn more and more towards areas that may yield pharmaceutical benefits – a real problem for other areas like orthopaedics. There are already vacant chairs, and if they remain vacant they will lapse.

4.3.14 Another issue for medical research charities is animal research and the protests it generates in the UK. Some countries do not have the same problems with public perception, even though the UK has the tightest regulation in the world.

4.3.15 Some of the issues perceived by charities are reflections of a broader concern: 

‘There is a gap in funding of quantitative social science…[it] needs the same kind of infrastructure spending as science but is lumped with humanities that generally have lower costs.’

Additionality and matching funds
4.3.16 Given the acknowledged past under-investment in the infrastructure, both parties feel they are sometimes asked to contribute beyond the level that is appropriate. HEIs find it very difficult that they are not paid the full cost of research projects; are expected to fund their own infrastructure without the ability to make surpluses to do so; and that when a scheme to provide infrastructure is provided (like JIF and SRIF) they have to contribute a proportion of the total cost of any projects they are awarded. The effect of this may be additionality for the Treasury, but for the HEI it is substitution of funds which could have been spent on research in other areas, or on other priorities like maintenance of existing infrastructure, or staff, and these latter are therefore damaged to the extent that matching funding is directed away from them to support partially funded infrastructure awards.

4.3.17 These issues are being considered in a separate study of the university research infrastructure.

4.3.18 Medical charities regularly funding research felt that managing boundaries with what should be NHS funded research can be difficult; they are keen to ensure that their funding generates additional research, rather than replacing government funded research. A number claimed that in the past they have not funded blue skies research for this reason. However, they are being asked to fund blue skies research with increasing frequency and feel that, in some areas, it would not get done otherwise.

Impact of RAE

4.3.19 Charities involved in areas other than medical research (and particularly those working on community-based projects) suggested that the RAE was having an adverse effect on HEIs’ willingness and ability to conduct some types of research, which the charities nonetheless feel is important. There was a feeling that if research does not contribute towards the RAE, departments are often unwilling to allow staff time to undertake it. In particular, projects using less formal or established research methodologies (e.g., certain types of community-based research), or which led to practical rather than published outputs, could be difficult to place.

4.3.20 There is a perception that research staff in HEIs are under increasing time pressures, and that this may lead to a decline in quality. It is felt that the volume of research, teaching and administration is increasing at a rate that is not matched by a growth in staff numbers. The high cost of equipment and a need to schedule shared use can exacerbate the problem in some fields of activity. Whilst researchers might be able to keep up with data collection and information gathering, the thinking time that is required to convert these into knowledge and wisdom is being squeezed out. For the future, it is felt by some participants that HEIs will need to improve ring-fencing of research time.

4.3.21 This lack of time can also tend to ‘force researchers into a series of channels’. Whilst this is evolutionary it is not always innovative. The concern is that by adopting this approach HEIs (and the UK in general) could be missing out on the mainstream of in five to ten years.

4.3.22 A minority of charities felt there would be a price to pay in any wholesale move to research teams at the expense of lone researchers. This is not to say that research teams should not be a primary focus for resources, but rather that lone researchers also have a role. Lone researchers may find it easier to take risks, and this can result in more innovation. By contrast, some felt that research teams and the need to protect RAE scores sometimes result in an unduly cautious approach and a plethora of ‘safe’ projects.

Project management by HEIs

4.3.23 Standards are felt to be variable, although the general impression is that departmental control is poor, with few formal controls. 

4.3.24 Specific project management concerns included sticking to project timetables and the submission of progress reports at agreed time intervals. Annual reports and end of project reports were felt to be particularly important by charities, yet there was a feeling that on certain projects they received only limited attention. This was an area where charities tended to feel that team leaders, department heads and senior researchers could and should be offering more support to less experienced staff. Charities generally felt that project reports should not be issued until they had been read by a senior member of the department (other than the researcher) to maintain quality and integrity.

4.3.25 Project management is an area where the differences between large and experienced funders and their smaller counterparts, who perhaps fund research on an occasional basis, are very apparent. Smaller charities may be less experienced at briefing and managing research projects and at ensuring the quality of outputs. Academic researchers are not always as aware or sympathetic as they could be to this lack of experience, which can lead to mismatched expectations.

4.3.26 Several charities expressed a view that university and college finance departments are not geared toward projects, and that the accounting to research management interface was often poorly managed or even absent. 

4.3.27 A particular complaint concerned timeliness of invoicing; invoicing out of a charity’s accounting period can pose significant administrative problems, yet many HEIs’ finance departments do not respond to requests for invoices.

4.3.28 Considerable time is spent by senior academic staff in administration. Despite the lack of bureaucracy exhibited by charitable sponsorship, two factors contribute to the administrative load:

· the very competitive bidding for some schemes (although, because of the focussed aims of many charities, charitable bids often have a higher success rate than that of the Research Councils);

· the need to constantly ‘put patches on funding’ to maintain a research department, and its staff’s long-term employment. Unless there is a Unit or Centre (e.g. MRC, or Wellcome), there is little long-term stability in research funding.

4.3.29 Neither of these are, of course, specific to charitable work. However, both ‘take away lab time and turn senior academics into project managers, rather than international researchers’.

Distortion of priorities

4.3.30 Some HEIs (chiefly Group A) claim that the level of charity support without overheads is ‘unsustainable’ because of the pressures on infrastructure. For example, we have been told  that a major impact of medical charity-funding of research has been to impoverish the arts and humanities departments (because the institution has had to use its uncommitted funds to provide matched funds to the medical charities).

Transparency

4.3.31 Charities are not publicly accountable bodies like Research Councils and they can rightly be more innovative and risk-taking in their approach to funding research. This is often a benefit to HEIs. However, there have been complaints that charities are less transparent than HEIs would wish, e.g. about feedback on reasons for decisions on unsuccessful applications.

4.3.32 A related point is that some small charities (such as family charities) which do not often fund research cannot be expected to have the same professional approach to the relationships as the larger ones. This inevitably causes difficulties for HEIs on some occasions.

4.3.33 There is however a corresponding benefit; some institutions have found they have been able to obtain streams of research funding with much less scrutiny and bureaucracy than would be the case with public money.

Peer review (of bids)

4.3.34 If there is a strong academic line on selection, e.g. with bids on a scheme subject to peer review, then this contributes significantly to academics’ perception of the quality of the work, and its value to the HEI. Prestige is important in academic life. It helps to secure both the academics’ career (e.g. future funding, future positions), and the use of their research by others. 

4.3.35 Charities’ policy on peer review of bidding differs. Sometimes it varies by size of award. Policies in practice include the following:

· no review;

· a review by someone who is not a researcher or from the discipline being researched; or by Trustees;

· a review by someone who has a strong background either in the profession (i.e. a health professional) or a professional research manager with considerable experience;

· review by a local researcher from that discipline;

· review by a team of researchers, perhaps from the panel of researchers used by the Research Councils for that discipline.

4.3.36 What is appropriate will depend largely upon the nature of the bid and the experience of the charity in working with researchers. Renewals and small projects, and bids from high RAE graded research units, carry less risk. Innovative projects or methods, or those involving younger researchers, may carry more risk. However it is important not to stifle the latter with bureaucracy or even ‘establishment views’. While peer review is seen as the ‘Gold Standard’ in Research Council-type work, it can have a detrimental effect by forcing researchers to work within current views of what research should be done. In some fields it can be difficult to find peer reviewers who take a disinterested view of the application.

4.3.37 The AMRC requires its members to use peer review in the medical research field, but in some other fields charities argue that internal assessment (with the right assessors) is equally if not more appropriate. For example, the Joseph Rowntree Foundation does not use external peer review yet is highly regarded for the quality of research it supports. 

4.3.38 Whatever the mechanism used, the benefits of a proper critical review at an appropriate level are that the objectives of the research are understood by both parties, that the research bid is broadly sound, that the researchers are likely to have the appropriate skills/experience, and therefore that the project is more likely to succeed. 

Review of research outputs

4.3.39 Again peer review of research outputs can be an important indication of quality. The choice of publication is important. Publications placed in refereed specialist journals – rather than, say, ‘Nature’ – can be considered less prestigious by academics outside that discipline.

4.3.40 The RAE has helped to add rigour to perceptions of research outputs. However, the assessment takes place some years after publication (and even longer after the work), and does not have any effect on research that is not eligible for the RAE.

4.3.41 Even many large national charities are not perceived to be strong on end-of-award reviews. Here a report could be received within (say) two months from end of project, the work could be assessed for value for money and whether the methodology was appropriate, graded satisfactory or unsatisfactory, and feedback provided to the researcher. Reference to end-of-project reviews, or insistence on publication in peer reviewed journals, might help to better inform organisations who are basing their own work (and perhaps wider policy recommendations) on sound ‘evidence-based research’. 

4.3.42 Some charities are strong on dissemination of research outputs, other than by publication. This often involves national news or other media launches, or less urgently, at relevant conferences. We found almost no examples of inappropriate intervention by charities encouraging academics to report early results before the research was finished, to delay publishing (to allow a response to be prepared by the sponsor) or even to ‘tell us what to say’. This can be compared favourably to some government and industrial work, where academics perceive that those pressures exist.

Planning

4.3.43 Communications between charities and researchers generally appear good, particularly once the bid has been accepted. However, a few academics have said that there may be scope for better communication at the planning stage – the link between the scheme a charity might be planning and the research academics think is important.

4.3.44 Good examples of this already exist – e.g. the heads of department annual planning meetings convened by some Research Councils, or ‘road-shows’ to institutions organised by Wellcome. But there still appears to be a gap between institutions and some smaller charities (not surprisingly, given their size); therefore some mechanism to share priorities may be of value.

4.3.45 Similarly, links between a particular individual’s ‘research strategy’ and the department or institutional strategy are often not strong. This can lead to resourcing problems (e.g. on estates needs); but, more importantly, lack of strategic action in terms of the direction and strengths of a department or a discipline within an institution. For example: 

· a large opportunistic bid for equipment or buildings can distort research priorities and management effort;

· potential benefits from sharing equipment or research staff knowledge are not realised; 

· the subsequent use of equipment (or indeed how its maintenance and operating costs are covered post-grant) can cause problems;

· self-funded units can be isolated, and synergies from other areas and with teaching not maximised, to everyone’s disadvantage;

· pressure applied by an academic on a head of department to support a fellowship can impact on the whole department, adversely in some cases;

· working with a charity can change the nature of research on some projects, and may not be the most appropriate way forward for that research. 

4.3.46 These all arise when there is no assessment of the ‘fit’ of a project or grant with a department or wider research strategy. Such problems can be found in grants from any source, in many institutions.

Bidding processes

4.3.47 Bids to charities may be competitive in response to a request for a bid, or may be made ‘cold’. Both have strengths, particularly if made in the context of a departmental strategy as discussed above. What follows is a list of features of effective bidding processes. These are followed by many, but by no means all, charities. They do not require the intervention of ‘professional’ or ‘research’ charitable staff. They are:

· scope for iteration, between bidder and sponsor, to develop the bids to suit both sets of aims;

· ‘intelligent’ assessment (not just using ‘tick-box’ criteria);

· feeding back referees’ comments, not just a short sharp rejection;

· allowing the opportunity for response to rejections;

· clear guidelines, and clear deadlines;

· a speedy turnaround of bids (or clear reasons for delays e.g. lack of availability of reviewers);

· an understanding of issues, and a focus on outcomes;

· some knowledge of research techniques, or relying on the researcher to use their professional skills in designing their methodologies – ‘some small charities do not understand what it takes to do research’, some lay (non-research) individuals assessing proposals may make ill-informed judgements on the method;

· a strong assessment of need for spend by the sponsor to achieve value-for-money. The history of equipment bidding and spend by institutions has not always been strong, as described by the NAO report on ESRC equipment grants, and as experienced by Wellcome. (For example, departments not following good practice in procurement, actual costs less than estimated funded costs);

· conversely, we found many examples of project-specific costs that are ‘struck out’ by sponsors – e.g. access to databases, attendance at conferences to publish results, reasonable consumable levels. Some charities, e.g. Wellcome, both pay all these costs and include a contingency element to help fund unforeseen but necessary extra costs. But ‘nitpicking’ by some charities can be detrimental to the research undertaken both directly (affecting project spend) and indirectly (by increasing pressures on researchers to find ‘patches’ for the spend they need to make).

4.3.48 HEIs need to be aware that some charities state that they do not respond to unsolicited bids and will not necessarily respond to unsuccessful applications. This applies particularly to charities with limited administrative support.

Monitoring/value for money (VFM)

4.3.49 Charities are perceived as having particular strengths in their supportive, ‘light-touch’ monitoring. Their lack of onerous paperwork and other bureaucracy compares favourably with many other sponsors. The principle of ‘giving their money to high quality units and leaving us to it’ has considerable benefits.

4.3.50 Grants from charities with a lower research spend may not be accompanied by any monitoring, and this may be a negative factor in terms of their potential for quality and value for money. A short annual report outlining progress and plans – and, if a local charity, an annual visit – should be the minimum that a sponsor should expect.

4.4 Summary of good practice for HEIs

4.4.1 The following is a summary of the main points in terms of good practice in development and management of research relationships between charities and HEIs. These have, to the extent practicable, been validated with individuals in charities and HEIs through the advisory group and focus groups. 

Strategy and planning

4.4.2 A research strategy in place which covers:

· the reasons for doing different types of research, the costs and benefits of each;

· the balance of volume of activity between different research sponsor types which is appropriate for the institution (or for different discipline areas within the institution); 

· acceptable levels of cost-recovery and subsidy for projects, and institutional policies on this. 

Research infrastructure

4.4.3 Strategies in place for creating and maintaining an appropriate and sustainable infrastructure for research:

a. investment in estates, plant and equipment and other physical research infrastructure;

b. staff and career management as discussed in section 2.5 (including implementation of the research careers concordat);

c. investment in libraries, IT and information and other resources.


Client relationship management

4.4.4 Proactive management of the relationship with major research sponsors, e.g. regular meetings at senior policy level to discuss plans, priorities, opportunities, and issues of mutual concern (much of this should be bi-lateral between institutions and their particular charity partners but some could be a collaborative activity with other HEIs and charities, see below).


Project management

4.4.5 A proper framework in place for management of all significant projects for external clients (including charities). This would include:

· institutional procedures for approval of new projects;

· local supervision/project management of delivery, quality, deadlines etc (covering areas such as writing for the audience; departmental quality assurance of written outputs; resourcing of projects);

· briefing/training for junior staff or those who are new to such work, or to the particular field or sponsor;

· integration of workload planning so that staff with a key role in external projects have the time and resources required to deliver – and know where to go for help if required.

4.4.6 Whether or not required by sponsor, it would be good practice for the HEI to initiate an annual review of progress on all significant major external projects and to produce a short report for the sponsor. The report should also be reviewed within the institution and any lessons for future work and projects noted and acted on.

Institutional framework and systems

4.4.7 Central systems should be able to provide the basic support required by all external sponsors: e.g. prompt invoicing with appropriate back-up information; provision of standard contract terms; universities policies on IPR.

4.4.8 Access by external clients to appropriate expertise within the institution should be facilitated, including interdisciplinary or cross-departmental requirements.

4.4.9 The project manager or overall academic supervisor should ensure that in addition to maintaining good relations with the client, the work done for charities is considered in terms of:

· relevance to other research groups or disciplines in the university;

· synergy with teaching or other activity which could be beneficial for the institution or the client;

· other non-financial benefits.

and that these opportunities are reported and pursued within the institution.


Costing and pricing

4.4.10 Institutions should adopt more transparent and business-like procedures for costing and for negotiating prices with sponsors. The key point is to improve clarity about what costs are essential to the project but not over-specifying as a means to cover more general requirements. 

4.5 Good practice for charities

4.5.1 Charities should work with the HE sector to plan and discuss opportunities, trends and priorities for research. At a collective level they should hold a regular strategy meeting to discuss new areas for research, as well as gaps and problems needing research attention. This is also valuable between individual charities and HEIs where there is a large volume of work.

4.5.2 There should be clear communication and information from charities to HEIs – i.e. publicity about charities’ research interests, what they will and will not fund; whether they respond to unsolicited applications; the audiences for their research; their procedures for selection etc.

4.5.3 Charities should recognise the academic imperatives for institutions and the legitimacy of respecting these when the major part of infrastructure costs are being met by the HE sector, not the charity. Particular issues here relate to use of appropriate research methodologies; publication rights; and the use of peer review and other appropriate quality assurance mechanisms.

4.5.4 They should carry out realistic negotiations with HEIs, recognising that the research methodology and the level of resource required to do the work cannot necessarily be adjusted to reduce costs without threatening the objectives of the project.

4.5.5 Charities should follow good process on responding to applications: transparency, timeliness, feedback to HEIs (within the policy of the charity as announced in its publicity).

4.5.6 There should be clarity of contract terms, especially around IPR.

4.5.7 During the project there should be:

· regular review and discussions;

· acceptance of the need for flexibility to adapt to progress achieved;

· site visits where appropriate. 

4.5.8 There should be an end of project review.

4.5.9 Charities should recognise the mutual interest in preserving and maintaining a sustainable UK higher education infrastructure for research, and respect the legitimate needs of research staff funded through short-term contracts for some career stability. As a consequence, they should be willing to pay the full direct cost of projects, and, where appropriate, to make a contribution to the infrastructure that will benefit the charity sector as well as the HE sector in future. 

Glossary

AMRC
Association of Medical Research Charities

blue skies research
part of ‘institution-/own-funded research’ which is theoretically funded as part of the QR funding stream, i.e. has no external sponsor

charity
(in this report) as defined in chapter 3

DfES
Department for Education and Skills

direct costs
expenditure which can be identified with and specifically measured with respect to a particular project. This includes the additional (marginal) costs of research staff employed for a project, equipment purchased for that project, consumables consumed for the purposes of that project, IT usage etc; and costs of other resources in the institution that can be identified with and measured with respect to a project – e.g., the time of technicians and permanent investigators

DTi
Department of Trade and Industry

dual support
a term used to describe the nature of research funding in UK HE. The Research Councils pay direct project costs and give institutions a percentage of direct staff costs (currently 46%), as a contribution toward indirect and infrastructure costs. This is matched by monies awarded through the funding councils’ block grants to institutions. The significant part of the funding council funding is awarded through QR

eligible costs
expenditure which a sponsor will fund on a particular project. This term is often used to apply only to marginal costs, and as such does not include all direct costs. It might include some indirect costs (e.g. on Research Council and EU contracts)

full costs
the full economic costs of an activity or project. This is the total of direct costs and indirect costs, and the inclusion of economic charges for an appropriate share of infrastructure and capital

HEFCE
Higher Education Funding Council for England

HEIs
higher education institutions, comprising universities and colleges of higher education

indirect costs
expenditure which cannot be identified with a specific project or activity. The term ‘overheads’ has often been used for indirect costs but is not used in this report. The terms indirect costs and Support costs can be used synonymously

infrastructure
generally used to mean the physical infrastructure of an institution – buildings, mechanical and electrical services, equipment, IT, libraries – but is often extended to include staffing associated with these areas, and to include the management and administration of an institution

IPR
intellectual property rights

IT
information technology, synonymous in this report with information and communication technology (ICT)

JIF
Joint Infrastructure Fund, a funding initiative sponsored by the Wellcome Trust and the Government, which is providing £750m to HE institutions towards their science research infrastructure

NCVO
National Council for Voluntary Organisations

NHS R&D
the research and development programme of the NHS

Other
a term used to describe all primary activities in an institution other than Research or Teaching, as defined under the Transparency Review (it is distinct from Support under the Transparency Review)

OST
Office of Science and Technology

overheads
see indirect costs

PI
Principal investigator, the supervisor or lead researcher on research projects, generally a permanent member of HEI staff

QR
quality-rated element of HEFCE’s research funding – over 90% of research funding allocated by the funding councils is distributed selectively, according to the quality of research measured. This QR element is allocated to institutions on the basis of research volume * quality * cost weighting. Volume and quality are assessed through the RAE. Part of the volume element is also allocated to institutions on the volume of their charity-funded research.

Other elements of HEFCE research funding not covered in this report are the QR elements that relate to the supervision of research students and to London weighting, and GR funding (generic research) which recognises collaborative research that does not have a single beneficiary. (GR funding is discontinued after 2001-02)

R
Research, a term used to describe all research activity as defined under the Transparency Review

RAE
Research Assessment Exercise, a periodic assessment of the volume and quality of research, undertaken by HEFCE. The staff working in each field (Unit of Assessment) in an institution are then awarded a ‘rating’: 3b, 3a, 4, 5, 5* (with groups awarded 5 and 5* undertaking research of international standing). The results of the latest RAE will be published in December 2001

Research Councils
EPSRC, PPARC, BBRSC, MRC, NERC and ESRC. In this report the term incorporates the AHRB.

SHEFC
Scottish Higher Education Funding Council

SRIF
Science Research Infrastructure Fund, a second funding initiative sponsored by the Wellcome Trust and the Government which is providing a further £1 billion (in addition to JIF) to HE institutions towards their science research infrastructure

Support
Indirect costs

T
Teaching, A term used to describe all teaching activity, as defined by the Transparency Review

Transparency Review
as part of the sector’s accountability to Government, and to enhance their internal costing information, every institution is reporting annually to Government the costs of Teaching (T), Research (R) and Other (O). T and R are categorised into publicly funded activities (PF) and non-publicly funded activities (NPF). The information is being prepared in a robust way according to a detailed methodology established by the Joint Costing and Pricing Steering Group (JCPSG July 2000: Transparent Approach to Costing). This required all academics to complete time allocation schedules; for indirect cost rates to be established on a consistent and auditable basis; and for the reported costs to include ‘cost adjustments’ relating to cost of capital employed (COCE) and an infrastructure adjustment

well-found laboratory
the basic items of research infrastructure, generally discipline-specific, which are used for a number of projects in one or more fields across one or more disciplines. The term covers equipment, technician and administrative support, maintenance contracts etc. A well-found laboratory, together with a ‘well-found institutional infrastructure’, is part of the indirect costs of a project. The equipment may be state-of-the-art, or of a lesser functionality, depending on the needs of the range of research projects undertaken in those fields. It would include large and costly items, as well as more basic, less costly, items of equipment

UGC
Universities Grants Committee, predecessor to UFC and then HEFCE, SHEFC et al

universities
the term universities in this report is deemed to cover both universities and colleges of higher education

UUK
Universities UK. The term UUK in this report is deemed to cover both Universities UK and SCOP (Standing Conference of Principals of Colleges of Higher Education)
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