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Abstract
A charity’s endowment is savings that are restricted so that the charity can spend only the
income from the assets but not the principal. We show that the “optimal” savings level for a
charity does not exceed reserves held as a precaution to ensure normal operations during periods
of financial difficulty.

More than this constitutes “excess savings.” Using established principles of normative ethical
theory, both deontological and utilitarian, we show that endowments per se are unethical since
there is no a priori reason for assuming that the endowment’s principal would not do more good
if not expended immediately or given to another charity that can put it to immediate use. A
corollary implication for donors is that they err when they give to over-endowed charities.
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