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Abstract. Earmarked grants have become increasingly pivotal in driving transformation,
innovation, and academic renewal within the South African higher education system. Allocated
by the Department of Higher Education and Training (DHET) for specific strategic purposes,
these grants are intended to redress historical inequities, strengthen institutional capacity, and
stimulate innovation in teaching, learning, and research. Far from being peripheral or auxiliary,
earmarked funding mechanisms such as the Sibusiso Bengu Development Programme (SB-DP),
University Capacity Development Programme (UCDP), Clinical Training Grant (CTG) and the
Foundation Provision Grant (FPG) are critical instruments for advancing equity, excellence, and
academic renewal across the sector.

This paper explores how earmarked grants can function as levers of transformation,
innovation, and academic renewal when effectively aligned with institutional strategies and
national policy priorities. Drawing on sectoral trends, policy analysis, examples of institutional
practice and the theory of change, the paper highlights both the enabling potential and the
systemic challenges associated with earmarked grant funding. The central argument advanced is
that earmarked grants should not be approached merely as compliance exercises or standalone
projects. Rather, they should be embedded into institutional transformation strategies,
performance management frameworks, and innovation ecosystems. The paper advocates for
strengthened governance of grant processes, enhanced leadership engagement, and more
deliberate alignment between grant-funded initiatives and long-term academic priorities. By
repositioning earmarked grants as strategic assets, universities can unlock their capacity to drive
systemic change, foster inclusive excellence, and advance their academic missions in more
sustainable and impactful ways.

Keywords: Higher education, earmarked grants, transformation, innovation, academic renewal,
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1. Introduction

Since 1994, the South African higher education has been undergoing an ambitious
process of transformation, innovation, and academic renewal that is characterised by
intensive debate, contestation, albeit with limited evidence of success. This started with
the report of the National Commission on Higher Education and the resultant report of
1995. After that was the promulgation of White Paper 3: A Programme for the
Transformation of Higher Education (1997). Various other policy instruments were to
follow, including the Size and Shape of Higher Education Report (2000) and the
National Plan on Higher Education (2001).
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Following the 2009 unbundling the Department of Education into two
departments: Department of Basic Education (DBE) and Department of Higher
Education and Training (DHET), transformation policies have generated multiple
tension fields between the state, universities, academics, and students. One key
transformation policy produced in this new dispensation is the White Paper on Post-
school Education and Training (2014).

Building on a long history of advocacy for social justice and democracy, early
fiscal reforms during the democratic transition sought to mitigate structural inequalities
produced by apartheid by introducing earmarked grants for strategic initiatives that
commercial income and student fees were unable to finance. By the early 2000s, these
provisions, alongside block grants to institutions, formed the financial backbone of an
envisaged national system of higher education. The National Plan for Higher Education
(2001) anticipated that earmarked funding would become the primary mechanism for
transforming the sector and emphasised the need for a more even distribution of such
funding. This approach has been subsequently endorsed by other key policy documents.
Earmarked grants are, therefore, intended to channel resources to areas that institutional
planning and other streams of funding are less likely to address.

2. Shaping a Post-Apartheid Higher Education System

The post-apartheid period has been characterised by attempts to overcome the
fragmentation and inequality of the inherited system, where a small number of
historically white institutions were disproportionately resourced to cater for the
minority, while the mass of students was crowded into a larger number of under-
resourced institutions (Wangenge-Ouma, 2021) [1]. Financial and infrastructure
deficiencies compounded by highly restricted entrance and selection policies limited
the number of young people who gained access to higher education. Authorities
deliberately closed off opportunities for large parts of the population and concentrated
on educating the white minority. The infrastructure supported extensions into
disadvantaged communities, but these remained extremely limited. The National Plan
for Higher Education (2001) laid particular emphasis on the construction of a national
funding framework to support strategic transformation, equity, and redress. Key
elements included earmarked grants to provide institutions with dedicated funding.

3. Common Misconceptions about Earmarked Grants

Earmarked grants play a significant role in the South African higher education funding
system, yet misconceptions persist regarding their adequacy and administration. These
grants, often assumed to be sufficient and equitably distributed, in fact rarely cover the
intended costs for their specified purposes and require complex internal administration
to ensure proper use (Cloete and Massen, 2015) [2]. Prevailing myths suggest that
earmarked funding recipients are free from financial exclusion and that such grants
automatically guarantee student success. Moreover, questions have been raised about
whether earmarked grants are indeed disbursed by the government to address missing
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components in the standard funding formula. A detailed examination of the funding
model reveals that earmarked grants are targeted in scope and tend not to be properly
aligned with institutional needs, reflecting a discrepancy between common beliefs and
the operational realities of the South African higher education landscape
(Bezuidenhout, 2018) [3]. Within the discourse on South African higher education
financing, earmarked grants occupy a central but frequently misconstrued position. As
Cloete and Maassen (2015) [2] argue, a series of persistent misconceptions regarding
their sufficiency, function, and efficacy often obscures the true complexities of their
administration and impact.

3.1 Earmarked grants are adequate for the needs of institutions

A persistent misconception within the South African higher education funding
landscape is that earmarked grants are sufficient to meet the developmental and
operational needs of universities. In reality, these grants are often narrowly defined and
constrained by specific purposes, timelines, and reporting obligations that limit their
flexibility and overall impact. While they are designed to support strategic national
priorities, such as infrastructure development, academic staffing, and student success
initiatives, the actual allocations frequently fall short of the real costs associated with
achieving these objectives. Institutions are therefore compelled to top up shortfalls from
their own operational budgets, undermining the sustainability and intended equity of
the funding framework. Rather than fully addressing institutional needs, earmarked
grants often expose gaps in resource adequacy and capacity across the sector. (DHET,
2023) [4].

3.2 Earmarked grants replace core sources of funding

A critical misunderstanding in higher education finance is the characterisation of
earmarked grants as a panacea for systemic financial and administrative challenges,
rather than their true function as a targeted supplement to core funding. This
misrepresentation obscures a fundamental reality: these grants are designed to
complement, not replace, the foundational block grant, as they are incapable of
sustaining the recurring costs essential for institutional operation, such as salaries and
utilities. Their purpose is to fund strategic, time-bound initiatives, which inherently
limits their scope. The scale of this limitation is made starkly evident by quantitative
data, which shows that for many institutions, earmarked funding constitutes a minor
portion of their overall budget, with some grants covering as little as a quarter of total
expenditures or even less (DHET, 2023) [4].

This stark disparity between the perceived and actual fiscal role of earmarked
grants underscores their inadequacy as a primary funding mechanism and highlights
the financial precarity that institutions face when core allocations are insufficient. This
phenomenon is not isolated to South Africa, as international comparative analysis
reveals that project-based funding often fails to meet the full indirect costs of research
and infrastructure, creating financial shortfalls that institutions must absorb (Wang,
2019) [5].
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3.3 Earmarked grants guarantee success

A common misconception in higher education funding is the assumption that
earmarked grants inherently guarantee the success of the initiatives they support. While
these grants provide targeted financial resources for strategic priorities such as
infrastructure expansion, staff development, and research capacity, their mere
availability does not automatically translate into effective outcomes. Success is
contingent upon a range of institutional factors, including governance quality,
managerial capacity, alignment with institutional strategy, and the adequacy of
supporting systems for implementation and monitoring (Cloete, 2019; DHET, 2023)
[6, 4]. Without these enabling conditions, even well-intentioned and generously funded
projects may fail to achieve their objectives or deliver sustainable impact.

Funding represents only one component of effective scheme design. The
execution of resources matters equally because proceeds can be easily redirected for
activities outside the scheme. The initial allocation tends to constitute a fraction of the
costs required to run successful undertakings and interventions in higher education
institutions. Complexity and scale indicate that the usual perception that earmarked
funding is sufficient to achieve anticipated successes may be mistaken. The South
African experience confirms that the distribution of earmarked grants does not always
guarantee the expected outcomes, but contributes to such outcomes.

Furthermore, earmarked grants often come with complex administrative and
compliance requirements that can inadvertently shift focus from developmental
outcomes to procedural adherence. Universities sometimes allocate disproportionate
effort to reporting and compliance at the expense of innovation and responsiveness to
contextual challenges. The success of earmarked grants, therefore, depends less on the
availability of funds and more on the institutional capability to integrate such funding
into broader strategic processes, supported by robust project management, monitoring,
and evaluation systems (Maassen & Cloete, 2021) [7]. Effective stewardship of these
grants requires a balance between accountability and developmental flexibility,
ensuring that funding catalyses transformation rather than reinforcing bureaucratic

rigidity.

4. The Theory of Change in Earmarked Funding

It should be noted that there is no single, definitive "author" of the Theory of Change
(ToC). It is not a theory that was invented by one person at a specific point in time.
Instead, it is a conceptual framework that evolved from the work of several key thinkers
and fields of study. However, the modern understanding and application of Theory of
Change in social programmes, philanthropy, and evaluation is most strongly associated
with Carol Weiss. The Theory of Change (Weiss, 1995) [8], therefore, provides a logic
model that connects policy inputs to intended outputs and long-term impacts. Within
the context of earmarked grants, the ToC framework allows for an analysis of how
financial inputs (e.g., grant funding) are translated into implementation activities (e.g.,
staff development, curriculum reform), which in turn generate outputs (e.g., increased
postgraduate enrolments, improved teaching quality) and outcomes (e.g., greater
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equity, institutional transformation). This approach underscores the importance of
planning, monitoring, and evaluation to ensure that grants lead to sustainable and
measurable change.

As earmarked grants are targeted public funds allocated for specific priorities
in higher education (e.g. student success, academic staff development, research
capacity, infrastructure, or digital transformation), when designed and managed well,
they can contribute to institutional change, and accelerate national policy goals. A
robust Theory of Change enables funders and universities to move beyond compliance
and activity reporting toward credible causal logic, measurable outcomes, and adaptive
management. In this paper, an argument is made that earmarked grants intersect with
ToC thinking.

Higher education systems globally face a complex set of persistent challenges.
These include the dual imperative of widening access while safeguarding quality,
strengthening academic and research capacity, aligning curricula with dynamic labour
market needs, and improving student throughput and success rates. To address these
multifaceted issues, policymakers frequently turn to earmarked grants as a key
instrument. These time-bound, targeted financial interventions are designed to catalyse
specific improvements without overhauling the entire funding system.

Earmarked grants are strategically deployed to address critical system-level
bottlenecks, such as improving staff qualifications, transforming pedagogical
approaches, and renewing outdated academic programmes. A primary function of these
grants is to de-risk innovation, allowing institutions to pilot new educational modalities,
integrate work-based learning, and develop micro-credentials in a controlled and
funded environment. Furthermore, they are a crucial mechanism for advancing equity
and inclusion by funding targeted academic development programmes, comprehensive
student support services, and initiatives for language and disability inclusion. Finally,
these grants are instrumental in enhancing foundational institutional capabilities,
including strengthening governance structures, modernising data management systems,
and bolstering internal quality assurance processes. The objective is ensuring
earmarked funds contribute to demonstrable outcomes and lasting institutional
capability, not only spending out and ticking boxes. A well-articulated Theory of
Change connects resources to results via plausible, evidence-informed causal pathways
and testable assumptions.

5. The Role of Earmarked Grants in Transformation

As indicated, these earmarked grants are directed towards particular transformation
priorities in the national higher education policy framework and complement the block
of unconditional funds disbursed through the institutional grant mechanisms (Reddy,
2004) [9]. The rationale underpinning earmarked grants is found in the residual
challenges following the end of apartheid: namely, the persistence of uneven
development and limited capacity in many historically disadvantaged institutions, as
well as the need to provide targeted support to academic development initiatives
(Cloete, 2019) [6].
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Based on White Paper 3: A Programme for the Transformation of Higher
Education (1997), transformation is recognised as a guiding principle in South African
higher education accompanied by the imperative of innovation, on which academic
renewal depends, with both collectively shaping the sector’s developmental trajectory
(DoE, 1997) [10]. It is widely accepted that the higher education system is incapable of
contributing meaningfully towards national and continental objectives if these
challenges are not met. However, neither the National Development Plan (2030) nor
other policies offer sufficient guidance for their implementation. The envisaged
transformation transcends the attenuation of residual inequalities to also include
measurable improvements in performance.

Targeted funding represents a key avenue through which government
encourages transformation efforts at institution level. The DHET interventions
exemplify South African universities’ funding model, where earmarked allocations
predominate. Available research confirms that these grants have proved essential in
buttressing policy implementation at institutional level. Notwithstanding the emphasis
placed on the notion of transformation and its link to targeted funding, the absence of
an exhaustive exploration of the wider implications and potential of grants for change
remains conspicuous (Tsheola & Nembambula, 2014) [11].

This funding mechanism constrains resource utilisation by assigning explicit
parameters for expenditure. Given policy uncertainties surrounding implementation,
earmarked funding’s ability to underpin multiple objectives assumes even greater
significance. The success of targeted grants in facilitating transformation derives from
this flexibility, which enables adjustments across conditions and in strategic priorities
(Grobbelaar & De Wet, 2016) [12]. Alignment between policy and grant conditions
allows initiatives to proceed despite hinderances in the broader funding environment.
The processing and expenditure criteria applicable to earmarked grants therefore
assume considerable importance (Wang, 2019) [5].

Institutional practice offers clear evidence that earmarked grants act as
effective enablers of transformation. As an example, the infrastructure vehicle, namely
the Infrastructure Efficiency Grant (IEG) funds the replacement and refurbishments of
buildings, as well as maintenance and ICT. One of its biggest contribution has been the
erection of modern student residences as places of living and learning. There are
positive impacts on having students staying on campus in relation to their academic
performance. Students who live on campus are more likely to participate in study
groups, tutorials, and peer learning opportunities. In addition, proximity to libraries,
computer labs, and academic support centres reduces barriers to academic engagement
and gives students more time to study, thus contributing to better time management.
Being on campus develops a sense of belonging and community for students.

The pursuit of equity, equality, and redress remains central to the project of
transformation within South African higher education. Consequently, universities
continue to face the complex challenge of developing and implementing their own
institutional approaches to change, which are often sites of significant negotiation and
conflict (Lange, 2021) [13]. Embedding indigenous languages within the academic
institution can be one of the indicators of transformation. DHET has set aside funding
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specifically for the development and implementation of language policies under the
UCDP.

6. Innovation in Higher Education as a Catalyst to a Reformed
South African Higher Education System

Academics have defined academic innovation in terms of advances in teaching that
enhance the effectiveness of instructional activities and provide academics with
enhanced curricular opportunities ultimately for the benefit of students. Teaching
also includes activities that make other educational experiences available to
students. Academic innovation efforts build around this broad conception of
teaching and learning.

Innovation is a key objective of tertiary education. Innovations help
increase educational output, enhance access to higher education especially for non-
traditional students, improve learning quality, and raise the returns from higher
education investment (OECD, 2016) [14]. Academic innovation therefore attempts
to enhance the effectiveness of academic policies, promote development, and
improve results.

Serfontein and Smit (2021) [15] assert that earmarked grant programmes

seek to support and promote innovation, expansion and diversity in teaching and
learning and that such innovative activities contribute to the rapid increase of
access at previously less advantaged institutions and have had a positive impact on
success, retention and throughput rates.

7. Academic Renewal and Institutional Change

Earmarked grants are a powerful instrument for driving academic renewal within
universities. Unlike block grants, which provide general funding, these targeted funds
create focused centres of activity and innovation around defined themes. This targeted
investment allows universities to rapidly build capacity in emerging fields, attracting
specialised faculty and high-calibre doctoral students who might otherwise be
unaffordable (Clark & Jackson, 2021) [16]. Consequently, earmarked grants can act as
a catalyst, forcing a strategic re-evaluation of academic strengths and enabling
institutions to pivot towards new, socially relevant, and financially sustainable areas of
scholarship, thereby refreshing the academic portfolio.

The influence of these grants extends beyond the initial research project,
acting as a significant lever for institutional change, particularly in resource allocation
and internal structures. The receipt of a major earmarked grant sometimes necessitates
that the university provide matching funds, commit to new faculty lines, or invest in
specialised infrastructure. This internal reallocation of resources signals a strategic shift
and can lead to the creation of new interdisciplinary research centres or even formal
academic departments (Lee & Adams, 2022) [17]. Over time, these new structures can
challenge and reshape traditional departmental silos, fostering a more collaborative and
agile institutional culture that is better equipped to respond to complex,
transdisciplinary challenges.
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However, the reliance on earmarked grants is not without significant risks to
institutional autonomy and long-term stability. Critics argue that, in he area of research,
such funding can skew a university's research agenda towards externally defined, often
short-term, priorities at the expense of curiosity-driven, blue-sky research conducted in
the humanities and fundamental sciences (Worthington & O’Shea, 2023) [18]. This can
create a "feast or famine" environment where certain fields are lavishly funded while
others stagnate, potentially undermining the comprehensive mission of the university
and creating internal inequities. The institution may become reactive, constantly
reshaping itself to align with funders' whims rather than its own deeply considered
strategic vision.

Earmarked grants represent a double-edged sword for higher education. They
are potent tools for stimulating academic renewal and forcing beneficial institutional
change by providing the concentrated capital needed for rapid development in strategic
areas. Yet, their power to redirect resources and agendas necessitates careful
stewardship from university leadership. A balanced approach, where earmarked
funding is strategically integrated with the core business of universities, is essential for
harnessing the dynamism of such grants while preserving institutional integrity and the
diverse ecosystem of knowledge production (Chen, 2024) [19].

South African universities, especially those historically disadvantaged through
apartheid-era inequality, face formidable challenges: addressing large enrolments of
underprepared students, supporting them through completion, and expanding equitable
access to multi-year programmes that develop critical expertise. (Reddy, 2004) [9].
Earmarked grants within the national funding framework effectively address these
challenges by underpinning key government policies and university plans for
transformation, innovation, and academic renewal (Tsheola & Nembambula, 2014) [11.

A good example in this regard is the Sibusiso Bengu Development Programme
(SB-DP), which is available only to the eight historically disadvantaged institutions,
namely: University of Zululand, University of Fort Hare, University of Limpopo,
University of Venda, University of the Western Cape, Sefako Makgatho Health
Sciences University, Mangosuthu University of Technology and Walter Sisulu
University. In these institutions, this grant has provided funding for infrastructure
development, projects aimed at academic renewal, the establishment of key
departments to usher the institutions to a new era, enhancing research capacity and
various interventions aimed at strengthening governance.

8. Challenges and Opportunities of Earmarked Grants

According to DHET (2023), although earmarked grants are regarded as important
means to accelerate improvement and change in the South African system of higher
education, institutional success with grant spending has been at best mixed and
inconsistent. University staff and management tend to be uncertain about how to access
and deploy grant funding, how best to balance spending requirements and institutional
priorities, and how to relate such funding to other sources of national and institutional
income.
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Despite these barriers, earmarked grants furnish growing opportunities to
advance transformation, innovation, and academic renewal within South African higher
education, contribute to comprehensive elevation of the country’s higher education
system and serve as strategic resources for universities aspiring to achieve long-term
institutional development goals. Frequently, earmarked allocations target policy
priorities while fortifying institutions and providing funds to address specific higher
education challenges. For the current generation of South African university leaders,
these grants offer a valuable opportunity to enhance the scope and pace of academic
transformation and renewal.

Successful use of earmarked funding necessitates that institutions possess the
requisite capacity and vision and that national higher education policy and support
structures align accordingly, so that they can deploy such resources to maximum
strategic effect. This alignment of conditions remains an ongoing challenge. Yet,
earmarked grants nevertheless present an important practical and symbolic opportunity
for furthering transformation in South African higher education to date (James, 2018)
[20]. Institutions are well advised to explore and share approaches that have increased
the impact of earmarked resources in areas such as student success, institutional culture,
organisational change, quality of learning and teaching, research outputs, community
impact, and graduate attributes (Kruss, 2009) [21].

The Department of Higher Education and Training’s call for a “new
partnership” between government and universities to shape the “higher education
system the country needs” recognises the incapacity of the current one-size-fits-all
approach to effect broad institutional change in a context beset by inequality,
marginalisation, and disaffection. Earmarked grants, to the extent that they are targeted
at particular groups or functions offer universities an alternative path. Their use does
not challenge block grants. Rather, it complements (and qualifies) them within the
workshop of government priorities, signed-off strategies, and funding agreements that
universities must both respect and define (DHET, 2023) [4].

9. Measuring Impact of Renewal Initiatives

Evaluation of improvements effected through academic renewal initiatives involves
engaging with a diverse set of quantitative and qualitative indicators. The
implementation of earmarked grants as strategic levers of transformation, innovation
and change, under conditions of persistent resource limitation, intensifies the need for
the generation and dissemination of evidence of renewed policies and practice impact
(Neylon et al., 2014) [22].

Indicators providing insights on the quality of these activities are therefore
critical, yet the monitoring and evaluation of academic renewal outcomes continues to
constitute a concern, potentially mediated through a combination of a lack of clarity
about the nature of improvement and the absence of suitable metrics to measure
outcomes (Botha, 2009) [23].
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10. Lessons from Global Models and Practices

Systems of earmarked funding exist worldwide and exemplify the approach’s
versatility in addressing a range of objectives and priorities. An overview of examples
from other countries illustrates how earmarked grants support systemic change. In
many countries, structural reforms directed towards transformation, innovation, and
academic renewal have been underpinned by suitably designed funding frameworks.
For example, specialists in Europe identified earmarked grants as effective vehicles for
enhancing societal, economic, and academic contribution because they support
implementation and progress towards goals (Nolte, 2004) [24].

In Brazil, regulations determine the fixed share of resources deposited from
federal taxes and charges into the Basic Education Development Fund (FUNDEB). The
estimated budget for 2021 was 205 billion reals. In Mexico, provisions require that at
least 70 per cent of the amount assigned to the Basic Education Subsector should be
earmarked for schools to incentivize and support activities related to learning, student
wellbeing and retention, and safe schools. In several low- and middle-income countries,
systems of earmarked funding aim to effectively increase allocation to the health sector
by either establishing new funds or redistributing existing revenues. By contrast, in the
European Union, regulations prohibit the use of certain funds for operational
programmes and projects.

South Africa can benefit from lessons embedded in its own experience with
earmarked grants, as well as from other practices across the world. Earmarked grants
in South Africa originate from a baseline allocation, which remains generally consistent
over the years but adjusts for changes in institutional size. This baseline ensures
predictability and stability by linking directly to a university’s inputs, outputs, and
historical performance in the preceding cycle. Distinct from this baseline funding
mechanism, earmarked grants become accessible once a university submits a tailored
proposal aligned with the thematic conditions set by the funding agency. These
proposals outline clear objectives, anticipated outcomes, collaborations, and
mechanisms by which the funds will contribute to a long-term transformation agenda,
thereby allowing institutions to pursue focused, complementary initiatives alongside
their baseline activities.

Earmarked grants may adopt a ‘matching’ model (advocated by bodies such
as the National Research Foundation, the European Union, and the World Bank),
wherein the government co-finances shared objectives, each party committing to
matched financial inputs. Alternatively, the funding may be ‘conditional,” placing an
entire project or reform effort underwritten by the government’s resources, thereby
affirming and coordinating the government’s strategic role in transformation,
innovation, and renewal (Bezuidenhout, 2018) [3]. Learning from both the local and
global dimensions offers a well-grounded foundation for future policies, systems and
mechanisms of earmarked funding.

The South African case of earmarked grants offers valuable insights that can
inform policies and implementation mechanisms in other contexts. Important lessons
also emerge from international experiences. Exploring South Africa’s approach, as well
as global perspectives, helps contextualize practices and identify opportunities for



14 T. Bhengu

enhancing the effectiveness of earmarked funding in supporting transformation,
innovation, and renewal of academic systems.

11. Future Directions for Earmarked Grants within SA Higher

Education
Earmarked grants offer the potential to influence continuing academic renewal if
managed carefully and with clear guidance, certification systems, indicators,
milestones, and mechanisms for transmitting expertise and lessons across the system.
Following a period of innovation and expansion, South African universities have
continued to evolve academically. Yet the future requires further renewal to address the
overlapping challenges of national development, transformation, extended access, and
strategic research development. University governments and leadership are already
exploring the dual-economic model, other modes of upscaling and diversifying access,
mode 2 (application-oriented) and trans-disciplinary research, ways to engage the new
development agenda regarding social, political, environmental, and economic
sustainability, new strategies to support rising numbers and new modes of student
recruitment, as well as the post-school system and the potential roles of universities
within it.

At the national level, the system is shifting into the ‘post-merger’ phase with a
widened mission for higher education. Transformation remains an unresolved
challenge, and the structures erected in the mid- and late-1990s, while still relevant,
provide an incomplete response to new pressures. Source-efficiency is under increasing
pressure, and new modes of allocation to support upcoming strategic objectives need to
be crafted (Reddy, 2004) [9]. In many of these domains, both the country’s expertise
and relevant international experience reside in the universities (Nolte, 2004) [24].
Earmarked grants represent a modest, tried, and encouraged first step from the
consolidated allocation system towards new forms of funding that promote strategic
management and leverage academic renewal, social transformation, and innovation as
much as they foster survival.

Sustainability concerns the capacity to endure and maintain a certain state,
situation, or process over time. The term “sustainable development” attains specificity
when combined with development; thus, “sustainable development” refers to the
capacity to sustain the developmental process over an extended period. The South
African policy drivers that underpinned transformations in the higher education system
include the advancement of sustainable development, social equity, and development
itself (Monnapula-Mapesela, 2014) [25].

12. Policy Recommendations

Earmarked grants have historically played a central role in the South African higher
education system. Their direct, targeted allocation of funding is highly effective for
advancing transformation, innovation, renewal, development, and growth objectives.
These grants ensure aligned expenditures through dedicated programmes that typically
extend over several years, depending on the cycle of each grant. Consequently,
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universities commonly retain well-established administrative units responsible for
managing earmarked-grant programmes (Reddy, 2004) [9].

General-purpose formula funding nonetheless remains the predominant
mechanism for provincial and national public bodies to allocate funds to public
institutions. The emphasis on earmarked grants follows a body of scholarship
highlighting the limited capacity of formula allocations to drive structural change
within individual institutions (Nolte, 2004) [24] (Tsheola & Nembambula, 2014) [11].
Prior research subsequently demonstrates the importance of dedicated programmes for
underpinning transformation, innovation, and academic-renewal objectives.

In this paper, the following recommendations are made. Firstly, it is important
that DHET ensures that earmarked grants are explicitly tied to national transformation
agendas (equity, decolonisation, digital readiness) and institutional strategic plans and
that on an annual basis annual alignment reviews are conducted to address system-level
priorities. In addition, every earmarked proposal should include a Theory of Change in
grant design, with clear outcomes, assumptions, risks and indicators. This will allow
both DHET and institutions build institutional capacity to develop and use ToCs as
living documents that guide adaptive management.

Secondly, DHET and universities should integrate quality assurance and
monitoring, evaluation and learning as central components in grant governance.
Moreover, reporting templates should be standardised to emphasise outcomes and
equity, not just activity completion. While some grants have addressed this, to some
extent, not all earmarked grants have done this. Thirdly, earmarked grants should be
used to reduce systemic inequities by funding targeted support for first-generation, low-
income, and historically disadvantaged student groups and reporting mid-year or
annually should require disaggregated reporting on student success outcomes by
gender, disability, socioeconomic status, and institutional type.

Fourthly, DHET should require from institutions sustainability plans showing
how interventions will be embedded into baseline budgets and routine practice post-
grant and encourage institutions to leverage grants to attract co-funding from industry,
donors, and alumni networks.

In relation to governance and risk management, the fifth recommendation is
to establish steering committees and DHET should require risk registers and
contingency planning as part of grant management. Audits should be aligned with
performance reviews to balance compliance with developmental intent.

Sixthly, in order to encourage innovation, DHET should set aside a percentage
of the grant to innovative and high-impact projects in areas such as teaching,
assessment, digital learning and work-integrated learning and support the scaling up of
successful pilots into mainstream institutional systems.

Finally, institutions should be required to invest in the establishment and
professionalization of university grant offices and programme management units and
provide training on financial accountability, monitoring and evaluation, risk
management and reporting to ensure effective implementation.
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13. Conclusion

Earmarked grants occupy a pivotal space in South Africa’s higher education landscape
as more than financial allocations: they are policy instruments capable of reshaping
institutions, catalysing innovation, and driving systemic transformation. When
designed with a clear Theory of Change, supported by robust quality assurance, and
implemented within strong governance frameworks, these grants become powerful
levers for academic renewal.

The success of earmarked funding depends on moving beyond compliance-
driven spending towards outcome-oriented impact. By embedding equity,
sustainability, and innovation at the core, earmarked grants can contribute to the
reduction of structural inequalities, elevation of the quality of teaching and learning,
and building of resilient institutions prepared for the demands of a rapidly changing
society. In essence, earmarked grants should not only fund activities, they should
unlock possibilities. With the right policies, South African higher education can
transform these resources into engines of renewal, ensuring that universities remain
both globally competitive and locally responsive. This is the promise of earmarked
grants: to be catalysts of transformation, guardians of quality, and architects of the
future of higher education.
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