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ESEARCH ON GIVING IN THE UNITED STATES HAS

now produced definitive empirical evi-

dence to show a decline in the partici-

pation and amounts donated by “small”
and “medium” (actually, median) donors and an
increasing reliance on “large” donors. That lead
sentence should make every reader stop and envi-
sion the future of philanthropy in our democracy.
The data presented below will demonstrate that
there are two seemingly unrelated trends that are
both affecting the nature of how America gives.
The growth in total giving and total giving by
households is to be chronicled and celebrated;
however, while I do not share the antipathy
expressed by some toward large gifts from
wealthy and high-income donors, I am concerned
about the causes and the effects of the loss of
gifts from lower- and middle-income households.
This makes our philanthropic sector less vibrant
as well as less reflective of our overall society,
thereby diminishing our civil discourse and civil
society generally. But there is

one policy proposal that would e

The Growth in Total Household
Giving Is Camouflaging a Decline in

Giving by Small and Medium Donors:
. What Can We Do about It?

likely attenuate the decline of the small donor:
reinstate the universal charitable deduction for
all households, regardless of whether or not they
itemize deductions. This would provide incen-
tives to all to give, and reinforce our philanthropic
valuesin the tax code—for one and all, regardless
of income level. This measure was a part of the
federal income tax code from 1982 through 1986,
so it is hardly uncharted territory—and it is well
past time that the sector get firmly behind it.!

Philanthropic Trends
We know from Giving USA 2018 that both total
giving and household giving have grown to record
levels.? For example, as Table 1 shows, total giving
in 2017 was $410 billion, which is almost triple the
amount that total giving was forty years ago, even
in inflation-adjusted dollars (i.e., $142.4 billion
in 1977).

Similarly, total household giving last year was
$286.65 billion, which is 2.4 times now what it
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Source: Author’s calculations using data from Giving USA 2018 (expressed in billions of 2017 dollars)
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was forty years ago, after adjusting for inflation
($119.5 billion in 1977). While household giving
has grown at an impressive rate, its growth has
not nearly kept pace with the growth in total
giving, which manifests itself most clearly in the
decline of household giving as a share of total
giving over the last forty years: 84 percent versus
70 percent. More conspicuously, household giving
has grown an impressive 140 percent over the
last forty years, but the other sources of giving
(corporations, bequests, and foundations) collec-
tively have grown 439 percent over the last forty
years, which reflects an increasingly important
role for the “large” donors.

However, it is important to note that this
increase in total giving and in total household
giving is occurring in spite of the decline in the per-
centage of households that have donated at all
between 2000 (the first year for which we have
these data) and 2014 (the most recent year for
which we have these data). As Table 2 shows, the
share of households donating at all dropped from
approximately two-thirds in the early 2000s to just
over half in 2014. It is likely that the drop follow-
ing the Great Recession is linked to the remaining
hardships; if one loses one’s job or consumes one’s

lifetime’s savings during a period of economic dis-
tress, then philanthropic giving likely will not be
viable. The graph also delineates the decline in the
shares of the population that donate to religious
charities and to all secular charities combined. It
should be noted that both types of philanthropic
giving follow the same pattern as overall giving,
but the giving to religion drops more precipitously.

These numbers are based on the Indiana Uni-
versity Lilly Family School of Philanthropy’s Phi-
lanthropy Panel Study (PPS), which is a module
of the University of Michigan’s Panel Study of
Income Dynamics (PSID), a biennial survey of
the same households over time.? The PSID is the
largest (13,472 households) and longest running
(since 1968) panel study in the world. It is widely
considered to be the “gold standard” of social
science research. Following the same house-
holds over time (rather than examining a series
of different cross-sectional samples over time)
allows us to measure the effects of changes in
the economy or of public policies on philanthropy
much more precisely.

We can see from Table 2 that the median total
giving per donor household has also declined mod-
estly over the last fourteen years. The decrease in

Table 2: Median U.S. Household Giving

U.S. Household Giving 2000-2014
80%
70% - 6622%  6763%  6687%  6526%  65.41%
S111% 58 5005
60%  55.3%  649%  5634%  5575% 56.46% . 55.51%
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a0 | 6% 4621 450 : —&— Overall giving
0 075%  41.86% 805% P —— All secular giving
30% 33.96% Religious giving
20%
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Donor median—2016$ 2000 2002 2004 2006 2008 2010 2012 2014
Overall giving $962 $921 $1,040 $1,028 $979 8977 $929 $900
All secular giving $412 $395 $451 $470 9440 $543 $428 $480
Religious giving $825 $789 3877 $951 4880 $869 $1,031 $1,000

Source: Philanthropy Panel Study (2001-2015), calculated by Xiao (Jimmy) Han
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Household giving has
grown an impressive
140 percent over the
last forty years, but the
other sources of giving
(corporations, bequests,
and foundations)
collectively have grown
439 percent over the
last forty years, which
reflects an increasingly
important role for

the “large” donors.
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We must ask the
following questions:
Are these trends good
signals for philanthropy
specifically and society
more generally?

If not, what can be
done to remedy

these circumstances?
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overall giving, as well as religious giving and all
secular giving, would be more conspicuous if we
looked at all households—but this table includes
only donors, so as smaller donors drop out alto-
gether, the median donor values seem better. If
we look at this same time period and adjust for
inflation (to make a more apples-to-apples com-
parison), total household giving (according to
Giving USA 2018) increased 5.4 percent. There
is one inevitable conclusion from these trends: if
total household giving is growing but the share
of donor households is declining, and the typical
(median) amounts donated per donor household
are declining (all after adjusting for inflation), then
gifts at the higher end (minimally greater than the
median) are driving the increases in total house-
hold giving. We must ask the following questions:
Are these trends good signals for philanthropy
specifically and society more generally? If not,
what can be done to remedy these circumstances?

Not only can we infer that the growth in house-
hold giving is resulting from increased giving at the
“high” end of the income and giving range, there
are also several pieces of data that are consistent
with that inference. Together, these pieces create
apattern of data that seems to “triangulate to the
truth” (as we say in research methods courses).

First, as Table 3 demonstrates, over twenty-two
years (1993 to 2015, the most recent data avail-
able from the IRS for these purposes), total item-
ized giving by households earning more than
$1 million per year (adjusted gross income) has
grown almost tenfold, from $7 billion in 1993 to
$66 billion in 2015. (These differences are not
adjusted for inflation, so some of the growth is
caused by inflation and some is attributable to
the increase in the number of households earning
$1 million or more annually.) Some of the growth
over time is also due to itemizing households of
all income levels (column 1) and individuals and
households with AGIs greater than $1 million per
year (column 2) giving more to charities.

Second, the table shows that the share of total
itemized giving by those earning $1 million or
more per year has nearly tripled over the same
time period: it grew from 10.3 percent in 1993 to
29.8 percent in 2015. This suggests that not only are
those earning a million dollars or more annually

Table 3: Itemized Charitable Deduction, 1993-2015

[temized
Charitable
Total Itemized | Deduction for | % of AGISTM-+

Charitable Households of Overall

Deduction at AGI $STM+ Itemized

(Billions of (Billions of Charitable
Year current $)* current $)* Contribution
1993 $68.35 $7.05 10.3%
1994 $70.54 $7.87 11.2%
1995 $74.99 $8.84 11.8%
1996 $86.16 $13.65 15.8%
1997 $99.19 $18.62 18.8%
1998 $109.24 $21.14 19.4%
1999 $125.80 $27.24 21.7%
2000 $140.68 $32.63 23.2%
2001 $139.24 $24.93 17.9%
2002 $140.57 $20.81 14.8%
2003 $145.70 $24.20 16.6%
2004 $165.56 $34.12 20.6%
2005 $183.39 $45.41 24.8%
2006 $186.65 $48.98 26.2%
2007 $193.60 $55.49 28.7%
2008 $172.94 $39.13 22.6%
2009 $158.02 $29.18 18.5%
2010 $170.24 $36.57 21.5%
2011 $174.47 $37.91 21.7%
2012 $199.27 $59.42 29.8%
2013 $194.66 $50.50 25.9%
2014 $210.60 $61.80 29.3%
2015 $221.85 $66.01 29.8%

*Current $” means current at the time (versus inflation-adjusted $). Source:
IRS SOI Tax Statistics (1993-2015), calculated by Jon Bergdoll*

giving more in absolute terms, but also their share
of all itemized giving has grown dramatically.

Donor-Advised Funds

Additional evidence of the growth in giving at the
high end of income and wealth is from data on
donor-advised funds (DAFs) and foundations. The
dramatic increase in both the number of DAF's
and the accelerating growth of the total value of
contributions to DAFs is consistent with growth in
giving at the high end (see Figure 1 through Figure
3, following page). While some DAF providers
are increasingly lowering their entry thresholds,
DAFs remain an opportunity for organizing one’s
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giving that most lower- to middle-income house-
holds would (could?) not consider. For example,
as we see in Figure 3, the average DAF account in
2016 was nearly $300,000—not your typical donor.

Noncorporate foundation grantmaking is
another proxy for the impact of high-income
households. While some foundations are called
family foundations and others may be called
private or independent foundations, virtually all
are created by one or two generations of the same
family. According to Giving USA 2018, noncor-
porate foundation grantmaking has grown more
than eightfold in the last forty years (726 percent;
see Table 1, top of article). This growth rate is
4.7 times that of the rest of total giving. The
share of total giving from noncorporate foun-
dation grantmaking has almost tripled over the
last forty years (6 percent in 1977, compared to
16 percent in 2017). This strongly suggests a dis-
proportionately large effect of donors from the
high(est) ends of the income and wealth strata.

We see further evidence of the impact of giving
at the high end from the Lilly Family School of
Philanthropy’s Million Dollar List (MDL), a list of
all publicly reported gifts of a million dollars or
more.® The original Million Dollar List began in
1963 with the work of Arthur C. Frantzreb (1920-
2004), who gifted the MDL to the then Center on
Philanthropy at Indiana University (now the Lilly
Family School of Philanthropy) in 2000.

A few things stand out from the MDL data.
First, foundations only receive 1.1 percent of
the number of all MDL gifts, but they receive
33 percent of the total dollars given in MDL gifts
(over the time period 2000 through 2014). During
that period, MDL gifts totaled $329 billion,
approximately the same amount as total giving
in 2000 ($327 billion) or 6.5 percent of total giving
over the entire time period (2000-2014). Clearly,
the highest end of the high-end donors provides
a disproportionate share of total giving.®

Philanthropy and Civil Society

Historically, in each presidential election cycle
for which there are data, more people donated
to charities than voted for president (see Table 4;
note that we do not yet have the giving participa-
tion rates at the household level for 2016). The
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The Growth of Donor-Advised Funds, 2012-2016

Figure 1. Total Value of Contributions to Donor-Advised Funds ($B) .
$19.87 321.62 .
20— $17.22
$15— $13.98
$10 —
2012 2013 2014 2015 2016
Figure 2. Total Number of Donor-Advised Funds
266,584 284,965
240,956
230,000— 204704 13422
175,000 —
120,000 —
2012 2013 2014 2015 2016
Figure 3. Average Fund Size (SM)
$290,426 $291,203 $298,809
$260,000 — $261,183
$218,413
$200,000 —
$140,000 —
2012 2013 2014 2015 2016

Source: National Philanthropic Trust (2017)"

trend over the last decade
for which data are available
reflects a slight increase

Table 4: A Comparison of Presidential Election

Voter Turnout Rates and Incidence of Giving,

2000-2012
in the voter turnout rates Voter turnout Incidence of
and a meaningful decline Election year rates giving
in the incidence of giving 2000 51.21% 66.22%
(donating at all). While 2004 56.70% 66.87%
this “voter-donor gap” has 2008 58.23% 65.41%
been getting smaller over 2012 54.87% 58.80%

the past four presidential
election cycles (for which
we have data), it still dem-
onstrates that for many people, philanthropy is
an important part of their “voice” in their efforts
to help build a civil society. In fact, for our society
overall, it consistently looks like giving is more
important than voting for president.

Sources: Giving statistics: Philanthropy Panel Study (2001-2013);
voting statistics: The American Presidency Project (1999-2012)°
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If itis animportant

part of our American
democracy that people
are expressing their
“voice” through
philanthropy, then,

on a philosophical level,
should we not honor
and respect that voice by
allowing all households
atallincome and wealth
levels to deduct their

charitable gifts?
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If it is an important part of our American
democracy that people are expressing their
“voice” through philanthropy, then, on a philo-
sophical level, should we not honor and respect
that voice by allowing all households at all income
and wealth levels to deduct their charitable gifts?
We might question whether that voice is effective.
We might ask, do the “small” gifts even matter? But
observationally, we see that many charities rely
on a large number of “small” gifts, and virtually
all charities try to raise funds across the entire
spectrum of donors and gift sizes.

Empirically, the deductibility of all gifts became
even more important than ever with the near
doubling of the standard deduction as a part of
last year’s final tax bill. It is unknown how many
households will be itemizers under the new law,
but in recent years, it has been approximately
30 percent of all tax-filing households, and it is
now estimated that only 5 to 10 percent of tax filers
will itemize in the future. The research that my col-
leagues at the Lilly Family School of Philanthropy
and I did for Independent Sector found that when
compared to the current tax law in place in 2017,
implementing a universal deduction for charitable
giving would have increased household giving by
4.5 percent; and that even with the large increase
in the standard deduction and the reduction in
the top marginal tax rates—both of which would
have deleterious effects on giving if the universal
deduction were added—household giving would
increase by 1.7 percent.’

Research done independently by the American
Enterprise Institute (AEI) modeling the effects of
the final tax bill on giving in 2018 estimated that
a universal deduction (without a floor or ceiling)
would increase household giving by $21.5 billion
in 2018.1° It also estimated that the final tax
bill (without the universal charitable deduc-
tion) would decrease giving by $17.2 billion (or
4.0 percent), with most of the effect (82.5 percent)
coming from the near doubling of the standard
deduction. Their methods and some assumptions
are slightly different from ours, but their results
parallel ours and are of similar magnitudes. Both
studies show that the empirical impact of the uni-
versal deduction is not trivial.

Over the past fourteen years (for which we have
data), we have seen a decline in the share of
Americans who are donating at all, and a decline
in the amounts donated by the typical American
household. Conversely, we have seen the growth
of aggregate household giving and total giving
overall. Evidence presented here suggests that
this growth at the aggregate levels is being fueled
by gifts from donors who are at the higher ends of
the income (and presumably wealth) distribution.

Implementation of a universal deduction for
charitable contributions is important both empiri-
cally and symbolically, now more than ever. The
empirical effects are now more important, given
that very few households are expected to be item-
izers under the new tax law. Instead, according to
recent estimates from AEI “among the 8.6 million
taxpayers with an AGI greater than $202,000, the
number who claim the standard deduction is
expected to increase from approximately 550,000
to 3.3 million.”"! These households likely were
in the 39.6 percent top marginal tax bracket. If
they become non-itemizers, their after-tax cost of
donating $100 will increase from $60.40 (under
the old tax law) to the full $100 (under the new tax
law). This represents a 65.6 percent price increase
in the cost of making a donation.

It’s important to stress that people give for
many different reasons, and it is not rational in
an economic sense to give solely or primarily
because of the tax effects (i.e., it’s not rational in
the sense that one would never give at all if one
only cared about the after-tax consequences for
one’s income). However, empirically, we know that
some people will change their behaviors some-
what when faced with a 66 percent price increase:
some may elect not to give at all, and others may
reduce their giving. It’s also likely that many
donors will be unaffected—but historically, the
“price” of giving has an impact on enough house-
holds that changes in the tax code do affect the
total amounts donated.

While the universal deduction is a part of our
“recent” history (1982-1986), it was not part of
the final tax bill passed last year. There are two
proposals in play now to reinstate the univer-
sal deduction. First, a proposal from Rep. Mark
Walker (R-NC) and Sen. James Lankford (R-OK)
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would allow non-itemizers to deduct their chari-
table deductions, but with a limit of one-third of the
value of the standard deduction. This would likely
increase the amounts donated by non-itemizers
and would reduce the fiscal burden on federal tax
revenues—but it would also reduce the amounts
donated when compared to an unlimited univer-
sal deduction. AEI's results (June 2018) modeled
something close to this (but not exactly this) pro-
posal, and estimated that the effects on the deficit
would be greater than the effects on giving, so such
alimit may appeal to budget hawks. Second, a pro-
posal from Rep. Chris Smith (R-NJ) would create
a universal charitable deduction without a limit,
which would be better for philanthropy overall.

This leaves us at an important inflection point
in the balance for charities, philanthropy, and
society. Establishing a universal deduction for
charitable giving is a step in the right direction for
both empirical and philosophical reasons. It would
increase charitable giving by households by a sig-
nificant amount; and, in a meaningful manner, it
would more closely reflect our nation’s democratic
principles. While more people give to charity than
vote for president, it is important that our tax code
reinforce this philanthropic and fiscal linchpin of
our democracy by democratizing philanthropy
with the implementation of a universal deduction
for charitable contributions.

Author’s note: I thank Xiaoyun Wang, Jon
Bergdoll, and Xiao (Jimmy) Han (all at the
Lilly Family School of Philanthropy) for
their excellent research assistance. The views
expressed are mine and may not represent
those of the others helping me gather the data:
the Lilly Family School of Philanthropy, IUPUI,
and Indiana University.
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