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Overview 
 

 The undertaking to review and share some perspectives of current trends entailing the future of 
endowments has revealed interesting information and supports the notion that “not all Endowments 
are the same, nor are they all perpetual.”  
 

My review entailed a survey of numerous reports and studies undertaken by industry champions 
and scholars in Canada, USA and the United Kingdom, including both public domain researches as well 
as through membership subscriptions. In addition, I also sought input both written and verbal from the 
investment community specifically engaged in the business of endowment and foundation 
management. 
 

According to Wikipedia, a financial endowment is “the transfer of money and/or property 
donated to an institution.  The total value of an institution’s investments is often referred to as the 
institution’s endowment and is typically organized as a public charity, private foundation or trust.”  Wiki 
also suggests that” an endowment may come with stipulations regarding its usage.  In some 
circumstances, an endowment may be required to be spent in a certain way or alternatively invested, 
with the principal to remain intact in perpetuity or for a defined time period.  This allows for the 
donation to have an impact over a longer period of time than if it were spent all at once.” 1 
 
Some interesting facts... 
 

 Based on total value of invested donations in 2012, the single largest charitable foundation in the 
world is the Stichting INGKA Foundation, headquartered in the Netherlands, with an endowment of 
USD$36.0 billion, followed at #2 by the Bill & Melinda Gates Foundation, headquartered in 
Washington, USA at USD$34.6 billion. 2 
 

 By comparison, the largest Community Foundation is Tulsa Community Foundation, in Oklahoma, 
USA with assets at USD$ 3.83 billion, followed by Silicon valley Community Foundation at USD$2.08 
billion.3  A contribution of $500 million from Facebook founder and CEO Mark Zuckerberg in 
December 2012 helped propel the Silicon Valley Community Foundation to a record-breaking year in 
amassing ~$985 million in contributions in one year.  They also processed $292 million in grants – 
“more than any other community foundation in the world,” said CEO Emmett Carson. 4 In total, 
there are 11 CF’s in the United States with assets greater than USD$1.0 billion including the oldest, 
The Cleveland Foundation at $1.9 billion. 

 

  “Top Donors Gave Over $1 Billion to Community Funds”, released February 10, 2013 by The 
Chronicle of Philanthropy.  The article5, authored by Michael Anft, goes on to say that “eight of the 
50 most generous donors in America last year (2012) gave to community foundations, according to 
The Chronicle’s data; that’s more than in the previous 10 years put together”.    Including Mr. 
Warren Buffett’s contribution of $3.1 billion, a total of $7.4 billion was committed to nonprofits, 
with the largest concentration of $4 billion supporting family foundations, $1.6 billion for education 
and the balance a variety of other charitable sectors.  Four couples of the “top 50” were under 40 
and included Mark Zuckerberg and his wife Priscilla Chan. 
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 According to the July 2013 CF Insights Report entitled “Guideposts Point to New Heights,” 6 the 
community foundation movement in the United States reached new heights in major benchmarks 
for the first time since 2007.  Based on a survey undertaken with 276 community foundations 
managing $58 billion in assets, $6.9 billion in new contributions and $4.5 billion in grants, average 
asset growth rates were 9%, gifts grew by 15% and grants were up by 6% year over year.  The report 
also indicated that 79% of community foundations have 2012 asset levels that exceed 2007 asset 
levels (pre-recession); that Donor Advised Funds saw the most significant increases, averaging 22% 
and almost ¾ of community foundations increased their operating budgets in 2012. 

 

 According to the Community Foundations of Canada’s 2012 Annual Report7, there are 185 
community foundations in Canada (up from 28 in 1992).   Total assets have grown from $500million 
in 1992 to $3.35 billion in 2012.  Combined grants totaled $143 million in 2012, up from $75 million 
in 2000. 

 

 Consider the following recent headline released September 21, 2013 by Harvard Magazine8: 
“Endowment Value Rises to $32.7 Billion.”  In the details, Harvard Management Company records 
the endowment value up $2.0 billion from $30.7 billion a year earlier.    This includes a net 
investment return of 11.3 % through to fiscal year ended June 30, 2013, distributions of 5%, and was 
augmented by new capital gifts of $273 million.    While the Harvard endowment has somewhat 
recovered from the post-crisis low of $26.0 million at the end of fiscal 2009, it remains below the 
record $36.9 billion at the end of fiscal 2008. 

 

 Did you know?  ‘The Giving Pledge’ which, as of July 2013, has commitments from 113 global 
billionaires9 representing more than $215 billion in philanthropic gifts??  Isn’t this a telling story of 
shared entrepreneurial philanthropy values as those initially voiced by Mr. Andrew Carnegie in his 
infamous 1889 article entitled ‘Gospel of Wealth’:   “This, then, is held to be the duty of the man of 
wealth: To set an example of modest, unostentatious living, shunning displays or extravagance; to 
provide moderately for the legitimate wants of those dependent upon him; and, after doing so, to 
consider all surplus revenues which come to him simply as trust funds, which he is called upon to 
administer in the manner which, in his judgement, is best calculated to produce the most beneficial 
results for the community – the man of wealth thus becoming the mere trustee and agent for his 
poorer brethren, bringing to their service his superior wisdom, experience, and ability to administer, 
doing for them better than they would or could for themselves.”  Mr. Carnegie went further in 
making a bold statement by praising estate taxes, remarking that "By taxing estates heavily at death 
the State marks its condemnation of the selfish millionaire's unworthy life. It is desirable that nations 
should go much further in this direction."10    

 
 

So, the question on the minds of many:  “In an era when many believe that returns from financial 
markets will be lower than in the recent past, where are endowments headed?  And, what are some of 
the trends and concerns that the wealthy are struggling with?  How do charitable foundations decide 
their longevity?  Perpetuity or limited lifespan? “  
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The ‘new physics of philanthropy’ 

 

Paul Schervish, Director of the Center for Wealth and Philanthropy at Boston College, recognized 
for the ground-breaking analysis of the forthcoming $41 trillion intergenerational wealth transfer (USA) 
and $1 trillion transfer (Canada) during the 55-year period from 1998 through 2052 – and its validity 
despite the economic downturn – maintains that the distinctive trait of wealth holders is both a 
commonplace and a distinctive matter; commonplace because of the gratitude for blessings and 
empathy for others and distinctive because it revolves around motives of financial security, a desire to 
limit the amount of inheritance to heirs, and what Schervish calls “hyperagency”.  In ‘The Routeledge 
Companion to Nonprofit Marketing’11 published simultaneously in 2008 in USA and Canada, Schervish 
defines ‘hyperagency’ as  a combination of psychological and material capacity to not just contribute to 
or support causes, but to relatively single-handedly produce new philanthropic organizations or new 
directions in existing ones. 
 

Warren Buffett’s 2006 donation of $31 billion to the Gates Foundation exemplifies this 
‘hyperagency’ behaviour and explained his reasons in an interview with Fortune magazine: 
 

“I came to realize that there was a terrific foundation already scaled-up – that I wouldn’t have to 
go through the real grind of getting to a megasize like the Buffett Foundation would—and that I 
could productively use my money now. .. {Bill and Melinda Gates} do a much better job than I 
could in running their operations.  What can be more logical, in whatever you want done, than 
finding someone better equipped than you are to do it.”12 

 
According to Schervish and his colleagues, increasing numbers of individuals are approaching, 

achieving or even exceeding their financial goals today with respect to the provision for their material 
needs and doing so at younger and younger ages, leading to what they call ‘new physics of 
philanthropy.’ In the new physics, Schervish at al suggest that wealth holders: 
 

 are becoming more numerous, have higher net worth at a younger age, and increasingly 
recognize their financial security;  

 seek out rather than resist greater charitable involvement; 
 approach their philanthropy with an entrepreneurial disposition; 
 move their giving toward inter-vivos involvements; 
 plan to limit the amount of inheritance for heirs; 
 understand that caring for the needs of others is a path to self-fulfillment;  
 make philanthropy a key and regular ingredient of the financial morality that they 

observe and impart to their children; and 
 view philanthropy as a way to achieve simultaneously the happiness of themselves and 

others. 
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However, the 2008-9 financial crisis has made high net-worth individuals more conscious of 
their financial situation and many (82%) also say that succession-planning capabilities are important to 
them – an indication that that they do not want to jeopardize their legacy in the search for investment 
returns.13  
 

The following diagram shows the major concerns, which includes the significant concern 
regarding the next generation not adequately managing their inheritance. 
 

Major Concerns of HNW Clients, 2010:
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Giving trends 
 

In Philanthrocapitalism14, Matthew Bishop and Michael Green examine the new generation of 

the superrich who are giving away billions.  Successful entrepreneurs who have harnessed new 

technologies and the power of globalization to earn spectacular fortunes, these “social investors” are 

using business-style strategies to effect social change and are expecting results and accountability to 

match.  Bill Gates Jr. led the way and was followed suit by Warren Buffett.  In the book, these 

philanthropists talk about what motivates them, and the same theme comes up time and again: ‘they 

have the resources; the problem needs to be fixed; they know how to fix problems, for that is what they 

do all day in business.’  Bill Gates Jr. is happy to credit his family with getting him into giving: “My 

parents were very involved in community activities, including the board of the United Way,” he recalls.  

“When I started my company – we had only fifteen people – my mother said, “Do a United Way 

campaign at work; expose them to the needs of the community.” (Page 31) 

Judith Rodin, who became head of the Rockefeller Foundation in 2005, has gravitated to the 
techniques of Philanthrocapitalism to reinvigorate the giving away of fortunes made by long-dead 
tycoons.  She wants the Rockefeller Foundation to be a leading example of philanthropy in the twenty-
first century, by giving away nearly $4 billion.  In today’s world, Rodin says that “resources need to be 
deployed more strategically.  Nobody, even Gates with the Buffett money, has enough.  So we need 
leverage, strategic partnerships, focus.  Impact is the goal.  Without a founding spirit to guide them, 
these foundations were just going through the motions, sticking to what they had always done and 
failing to innovate or respond to a changing world.  The fact is, we aren’t the largest and richest 
foundation anymore so we are forced to be more creative and aggressive, because we could become 
marginal in our impact.”  (pages 151-3) 
 

Even if a donor is clear about his or her intentions and the trustees stick to these goals, the 
result can still be unsatisfactory.  This is illustrated by some of the world’s oldest trusts, such as the City 
Bridge Trust, whose origins go back to the eleventh century and which owns and manages most of 
London’s bridges.  Even with its existing liabilities, the trust found that it had surplus cash that it was 
unable to use because the terms of the trust were too narrow.  In 1995, the trustees decided that this 
was an unnecessary waste of resources and appealed to the courts for an amendment to its articles that 
would allow it to allocate some of its funds to local charitable causes.  The British courts agree, under a 
provision called ‘cy pres’ (from French, meaning “as near as possible”).  But, how far should a policy be 
taken.  Fleishman’s research revealed that although cy pres exists in American law, US courts have been 
much less willing than their British counterparts to meddle with the goals of foundations (whilst 
European law tends to be much more protective of the interests of dead donors).  In Canada, spending 
charitable endowments is both a trust and tax question.  
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According to Joel L. Fleishman, who used to manage the American arm of Chuck Feeney’s 
Atlantic Philanthropies, and author of The Foundation: A Great American Secret15, the continuing spread 
of foundation spend-down movement has been exacerbated by the 2008-2009 recession.  For some 
foundations, the decision to spend themselves out of existence in a specified period of time was already 
made as a matter of principle, and for them the market meltdown has either speeded up the pace at 
which they put assets into spending, reduced their stated life by a few years, or both.  For other 
foundations for which sunsetting was already on the table but which had not determined themselves on 
a course of spend-down, the recession has tipped the balance.  

 
Among these is Chuck Feeney, 82 who has committed 99 per cent of assets estimated $7.5 

billion to charity by 2020.  He had secretly given out $6.2 billion since inception in 1982 and made the 
decision to spend down in 2001.  It was shortly thereafter that he and his fellow trustees mounted a 
vigorous campaign to persuade existing foundations and wealthy individuals to embrace “giving while 
living” agenda.  Echoing Andrew Carnegie’s 1889 prescription for the wealthy in ‘Gospel of Wealth’ and 
emulating the only campaign in the 1920s and 1930s by Julius Rosenwald, owner of Sears, Roebuck and 
Co., to persuade donors not to establish perpetual foundations, Atlantic has decided that, in its 
remaining eight years of grantmaking life, it will make the “giving while living” campaign one of its major 
program initiatives, and so far is the only large foundation to do so.   
 

The Beldon Fund was created in 1982 by John Hunting, a longtime environmental philanthropist 
and the son of an early executive of Steelcase, the world’s leading manufacturer of office furniture.  
When  Steelcase went public in 1997, Hunting sold his stock and endowed Beldon with $100 million.  He 
assembled a board of directors and hired Bill Roberts, a former executive with the Environmental 
Defense Fund, as Beldon’s executive director.  At the same time, Hunting committed to spending out all 
the foundation’s assets and income in ten years.  This decision was in keeping with Hunting’s 
philanthropic philosophy and also reflected his conviction that worsening environmental problems 
required urgent attention.  In the course of its lifetime, the Beldon Fund spent more than $120 million in 
grants and foundation-directed projects. 
 

Hunting gave four reasons for spending out: 1) Today’s donors need to solve today’s problems.  
He also cautioned that donors who established their foundations in perpetuity risked having them 
captured by trustees who would not follow the founder’s intent; 2) Intergenerational transfer of wealth 
would replenish the philanthropic well.  In 1998, when Beldon announced its plan to spend out, the 
stock market was soaring and billions of dollars were expected to change hands from an older 
generation of Americans to a younger generation; 3) A desire to enjoy the results of his philanthropy in 
his lifetime.  Hunting was in his late 60s when he made the decision to spend out Beldon’s assets and 
also believed that a limited time frame helps focus grant making; and 4) perhaps the most compelling 
reason was the accelerating pace of environmental destruction.  Global warming had emerged as a 
major, immediate concern – 1998 was the hottest year on record at the time – and saving money for 
future spending made no sense to him. 
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In an interview before closing its doors in June 2009, Beldon’s advice to other funders was that 
“money is not the most important thing that a foundation offers.  You can be a convener, a sounding 
board for ideas, and a broker for effective organizations and other funders.  I think it’s also important to 
promote collaborations among foundations, which makes all of our work more effective.  He went on to 
add that ” even if you don’t want to choose the spend-out path, try not to get locked into the five 
percent payout. Consider a more flexible funding cycle that would allow you to meet timely needs in the 
field and to take advantage of opportunities to have greater impact.”16  A near perfect community 
foundation value proposition?? 
 

Glimpses of the Future: 

 
In her fourth annual industry forecast on “Philanthropy and the Social Economy:  Blueprint 

2013”, author Lucy Bernholz shares the following comments for realigning policy with practice in the 
social economy: “The Social Economy is one way of thinking about all the tools we use to apply our 
private resources for public good.  Where once this was largely the domain of charitable gifts to 
nonprofit organizations, we now use social businesses, impact investing, campaign contributions, social 
welfare organizations, peer-to-peer giving, crowdfunding platforms, and informal networks to make the 
change we want.  Impact investors look beyond nonprofits to commercial enterprise, consumers choose 
products with ‘embedded causes,’ and entrepreneurs consider a widening range of corporate forms 
when they set about building a business to do good.    Government spending and regulations play a big 
role in how the social economy works.  The rise of businesses pursuing social missions and the increased 
use of philanthropic endowments for pro-social investments all add up to a fundamentally different set 
of systems for using private resources for public good.  This is not the future; it is today”.  17 

 
The US Congress is supposedly considering changes to distribution of endowed assets 

(endowment tax18).  Under US law, most private and public foundations and charitable organizations are 
required to distribute 5% of their assets per year, but University endowments are not required to spend 
anything.  Large endowments have been criticized for “hoarding” money.  The question is whether these 
large endowments are contributing enough to maintain their tax-exempt status.  

 
In Canada, the Federal government made significant changes to the disbursement quota 

calculations for charities.  Originally instituted in 1976 as a way to force charities to spend their funds on 
charitable activities, the most recent change in Budget 2010 eliminated many complicated provisions 
previously in place and established a 3.5% disbursement quota.  While the Federal government cannot 
engage in charity regulation, it does however have the power to administer an income tax.  Thus, 
because the Income Tax Act contains a donation credit the federal government has created a 
requirement for registration (aka ‘qualified donees’), a variety of different rules – including the 
disbursement quota.  This, there is no Federal legislation controlling fundraising apart from the 
disbursement quota.19  Budget 2013 included a first-time donor’s super credit, a temporary supplement 
to the existing non-refundable tax credit for charitable donations by individuals.20  Under consideration 
by the Minister of Finance is the “Stretch Tax Credit” which would increase the federal charitable tax 
credit on giving that exceeds a donor’s previous highest giving level.  21  Imagine Canada are among the 
growing number of  industry champions informing an ongoing debate on capital gains exemption with 
the notion that gifts of private-company shares and real estate should be treated in the same way as 
shares listed on stock exchanges.22 
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The notion of “quasi endowments” versus “true endowments” is resurfacing, whereby, the 
board or trustees might consider using unrestricted bequests and ancillary revenue in a discretionary 
fund with income expended in most years, with an option to access capital when needed for immediate 
charitable purposes.  23 

 
And, according to the Commonfund Institute, they maintain that “endowments remain more 

important than ever to the stability and sustainability of the institutions they support, and the loss or 
permanent impairment of endowment value threatens to harm the long-term missions of these 
institutions.”  The August 2012 position paper entitled “Essential Not Optional: A Strategic Approach to 
Fund-raising for Endowments”, the authors emphasize that nonprofit fiduciaries focus on four key 
factors:  asset allocation of the portfolio; endowment spending rate; smoothing methodology, if any, 
used to reduce volatility in endowment spending from year to year; and the level of new funds coming 
into the endowments in the form of contributions and other additions. 

 
In conclusion, I believe that we, at The Calgary Foundation, have recognized that grants alone do 

not solve social problems and are poised to take some bold steps forward.  We know that the hard work 
of systematically addressing deeply-rooted social issues requires a multi-faceted, multi-stakeholder 
approach.  It requires resolve and patience, capital and collaboration, trust and courage.  Emmett 
Carson, CEO and President of the Silicon Valley Community Foundation, uses the metaphor of a dimmer 
switch:  “There’s a process of getting to full lights on…You don’t go into transformational leadership 
lightly.  You need to listen to your stakeholders, so when you make a courageous step, people believe 
you’ve been thoughtful about how you’re proceeding.”  24    
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