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Have Donor-Advised Funds and Other 
Philanthropic Innovations Changed the  

Flow of Giving in the United States?
by Patrick M. Rooney

Several concerns have 
been raised about the 
growing prevalence of 
donor-advised funds 

(DAFs). Here, the 
author lays some of 
the concerns to rest, 
explaining that when 
all is said and done, 

DAFs are no better or 
worse than private 
foundations, and 

“society is enhanced 
by the range of options 
that allow prospective 

donors to use these 
tools both for their 

personal benefits with 
respect to timing and 

platforms and for 
society’s benefits from 

these permanent 
commitments to 

philanthropy.”

G iving intermediaries are nothing new, and 

include a range of vehicles such as 

workplace campaigns (like the United 

Way and the Combined Federal Cam-

paign) and community foundation general funds. 

Of late, such giving intermediaries have found 

their donors less willing to give into a general 

fund—where others make decisions about the 

final destinations of their gift—and more in favor 

of maintaining decision-making control in a 

donor-directed grant or donor-advised fund (DAF) 

within these intermediaries, and in the commer-

cial charitable funds at financial institutions. 

This article addresses several concerns that have 

been raised about DAFs and other philanthropic 

intermediaries, and explores in particular how 

the growth of DAFs affects the flow of money to 

nonprofits. Accompanying sidebars explore in 

short form other influences on the flow and the 

accuracy of how charitable money is counted. 

DAFs: For Better or for Worse?
Donor-advised funds are becoming more 

common and an important philanthropic tool by 

every measure. For example, as the table below 

shows, between 2014 and 2015 both the number 

of DAFs and the dollar value of DAFs grew faster 

than that of private foundations.1 Moreover, the 

DAF asset values more than doubled between 

2010 ($33.6 billion) and 2015 ($78.6 billion).2 

DAFs enable donors to adjust their giving 

annually to match what they perceive to be the 

greatest philanthropic needs and those that best 

match their philanthropic interests. Some fund-

raisers oppose DAFs because they would prefer 

that the gifts going to DAFs be given instead 

directly to the charities for which they raise the 

funds or consult. Fundraisers have also expressed 

concern that DAFs allow individuals to be private 

about their gifts and remain anonymous if they 

so choose. This anonymity, fundraisers protest, 

makes it more difficult or even impossible in 

Changes in the Number of Funds and the Asset Value 
of DAFs and Private Foundations from 2014 to 2015

Type of 
Giving 
Vehicle

Total Number  
of Funds (thousands)

Dollar Value  
of Assets (billions)

2014 2015 Percent 
Change 2014 2015 Percent 

Change

DAFs 242.4 269.2 11.1% $70.3 $78.6 11.9%

Private 
Foundations 79.7 81.8 2.6% $712.45 $781.6 9.7%

Source: National Philanthropic Trust (2016)3
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demic programs and professor of economics and phil-
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Among the questions 

swirling around DAFs  

are those pertaining  

to whether or not DAFs 

represent net new 

money coming into 

philanthropy or  

whether they are 

 simply a reallocation  

of giving that would 

have occurred  

anyway.

Giving as a share of GDP has increased slowly 

over the last forty years. It was very steady from 

1976 to 1996, ranging between 1.6 and 1.8 percent.5 

During the last twenty years, it has bumped up 

by approximately 0.3 percentage points and has 

been steadily in the 1.9 to 2.1 percent range.6 This 

does not demonstrate that the rise of DAFs has 

increased giving as a share of GDP, but it suggests 

that DAFs have not caused total giving to decline 

in absolute or relative terms. 

Given that DAFs are strictly a part of house-

hold giving, perhaps a more relevant benchmark 

is total household giving as a share of dispos-

able personal income (DPI). This picture is 

more ambivalent. Personal giving as a share of 

DPI over the last forty years has been between 

1.9 and 2.1 percent nearly every year, with the 

exception of the decade preceding the Great 

Recession, when this ratio was in the neighbor-

hood of 2.2 to 2.4 percent most years.7 Given that 

these two ratios (total giving as a share of total 

GDP and total household giving as a share of DPI) 

have been either steady or increasing over the last 

forty years, and given that DPI and GDP have both 

grown dramatically even in inflation-adjusted 

dollars over that same time period, we cannot 

prove (but it seems apparent) that DAFs did not 

cause a decrease in either total or household 

giving in either absolute dollar terms or as a share 

of the economy overall or of personal income. 

That said, DAFs could have led to a realloca-

tion of giving that might have transpired regard-

less. For example, the “uses” categories from 

Giving USA’s annual report on philanthropy (as 

seen in the table below) shows that on an average 

annual growth rate basis, giving to public society 

benefit (PSB) at 4.0 percent per year (on average) 

has grown faster than most other subsectors over 

the last forty years (religion, 1.8 percent; educa-

tion, 3.5 percent; human services, 2.6 percent; 

some cases for fundraisers to steward gifts and 

to solicit new gifts from donors, unless the fun-

draisers have a prior relationship with them. On 

the other hand, this same flexibility may be one of 

the reasons that DAFs have boomed. Sometimes 

donors don’t want to be cultivated by recipient 

organizations and/or by other organizations that 

may see one gift from an individual via a DAF 

(or otherwise) and determine that the same indi-

vidual might also be a prospective donor to their 

organization. Finally, for various reasons, donors 

may not want their children, other relatives, or 

friends to know about their philanthropy. 

Some fundraisers find the technological 

changes to the medium of fundraising frustrat-

ing. Most fundraisers would agree that donors 

connect with the message via the delivery 

medium—and, theoretically, technological 

change has made it possible for more donors 

to connect to a message than ever before—but 

changes to the medium of fundraising have 

brought about concerns reflecting a Schumpe-

terian orientation toward technological change, 

innovation, and revolutions. (Joseph Shumpeter 

wrote about the “creative destruction” of tech-

nological change in capitalistic economies, for 

example.)4 As technology evolves and enables 

some philanthropic transactions to transpire dif-

ferently from how they have in the past, this will 

cause some fragmentation of traditional fundrais-

ing roles and the role of those relationships in 

philanthropic flows. 

Are DAFs Net New Money, or a Reallocation, 
or Something Else? 
Among the questions swirling around DAFs are 

those pertaining to whether or not DAFs repre-

sent net new money coming into philanthropy or 

whether they are simply a reallocation of giving 

that would have occurred anyway.

Annualized Growth Rates of Giving by Subsector (forty years when possible)  
(34 years, 34 years, and 38 years, respectively, for international affairs, environment/animals, and foundations)

Religion Education
Human 
Services Health PSB Arts/Culture

International 
Affairs

Environment/
Animals

To 
Foundations

40-Year Annualized 1.8% 3.5% 2.6% 1.9% 4.0% 2.6% 6.9% 5.3% 5.2%

Source: Author’s calculations using Giving USA 2017
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One argument offered  

in opposition to DAFs is 

that they allow donors to 

just “park their money.” 

However, there appears 

to be little substantive 

evidence to support  

this claim.

assuming that they know to which charities 

they wish to donate at that time. DAFs make 

it easy to make a philanthropic commitment 

now, take advantage of the tax deductions 

now, and then determine the “who, what, 

where, when, and why” of giving to specific 

charities later, as time permits. 

3.	Anonymity. DAFs permit donors to be as 

public or as anonymous as they wish and to 

vary that approach from gift to gift. Donors 

have told me that there are times when they 

don’t want their children, or neighbors, or col-

leagues, or fundraisers to know that they are 

giving to a particular cause, or that they have 

“that much money to give away” to any cause. 

One can imagine that these factors coalesce 

for anonymous giving in many cases, yet DAFs 

also enable donors to be identified when they 

wish or when the charity convinces the donor 

that it is imperative that they be named in 

order to help raise more money from other 

prospective donors. 

Are DAFs Enabling Donors to “Park Their 
Money”? Do We Need a Minimum Payout  
Rate for DAFs?
One argument offered in opposition to DAFs is 

that they allow donors to just “park their money.”11 

However, there appears to be little substantive 

evidence to support this claim. While the assets 

of DAFs have more than doubled over the last 

five years for which data is readily available, the 

dollar value of grants made from DAFs has also 

more than doubled, from $7.2 billion in 2010 to 

$14.5 billion in 2015.12 

For better or worse, DAFs have received lots 

of interest from donors, charities, fundraisers, 

commentators, and some politicians. Former 

Congressman David Camp (R-MI) introduced 

legislation that would have required DAFs to 

distribute every dollar donated to them within 

five years of receipt. Failure to do so would have 

resulted in an excise tax of 20 percent of the 

undistributed amount. This legislation would 

have imposed these requirements at the individ-

ual gift level—not for all DAFs in aggregate at 

any one commercial or nonprofit entity overall. 

Requiring this at the individual gift level would 

health, 1.9 percent; arts/culture, 2.6 percent).8 

However, PSB has grown more slowly (on an 

annualized basis for the years available) than 

gifts to foundations (5.2 percent), international 

affairs (6.9 percent), and environment/animals 

(5.3 percent).9 It is important to note that PSB 

is a combination of giving to all sorts of feder-

ated funds, including commercial DAFs, Jewish 

federations, United Ways, and the Combined 

Federal Campaign (the U.S. government’s cam-

paign, which is similar in many ways to a United 

Way campaign). And, keep in mind that gifts to 

DAFs at a community foundation are counted by 

Giving USA as gifts to foundations, and gifts to 

DAFs at individual nonprofits are counted in the 

applicable category of nonprofits. For example, 

a gift to a DAF at the Indiana University Founda-

tion is counted in the gifts to education category.10 

Why Are DAFs So Popular?
One of the questions that is untestable is why 

DAFs are so popular now. There are at least three 

functional reasons that make DAFs increasingly 

popular in our current economic and philan-

thropic markets. 

1.	 Liquidity moments and timing. Oftentimes, a 

liquidity event (whether triggered, for example, 

by an inheritance or the sale of a business) 

happens quickly, with many concomitant plan-

ning aspects or details to be addressed. There-

fore, making a decision to make a permanent 

commitment to philanthropy (whether a per-

centage share of an asset, proceeds, inheritance, 

etc., or a fixed dollar amount) is more likely and 

easier to make than to determine exactly how 

much to give to exactly which charities all at 

once and all quickly. This seems to be even more 

the case in an environment that is rapidly and/

or unexpectedly changing for the donor. 

2.	 After-tax effects and ease of donating now. 

With DAFs, donors can donate appreciated 

stocks or other assets and not pay capital 

gains taxes. While donors can do the same 

thing with many charities, not all charities 

are equipped to accept such gifts, and donors 

may not be able to easily parcel out partial 

elements of the appreciated assets to all of the 

charities to which they want to donate—even 
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A requirement of a 

minimum payout rate for 

DAFs likely would ossify 

the minimum into a new 

maximum as well—

essentially causing, in 

other words, a new 

standard of minimal 

compliance.

based on ten thousand microsimulations for 

each tested payout rate over the next fifty and/

or one hundred years, foundations most likely 

would experience a significant decline in the size 

of their initial corpus if the payout rates were 

increased.18 With respect to DAFs and the estab-

lishment of a minimum payout rate, all I can say 

is to be careful what you wish for! We have a 

parallel and clear case with private foundations 

that the establishment of a minimum payout rate 

also created a de facto maximum payout rate—at 

the minimum rate.

make administration and compliance much more 

difficult for all parties. 

The payout rates of DAFs have been defined 

in a range of manners (see Giving USA 2017, 

“Special Section on DAFs” delineating four 

options that have been suggested by others), 

but research shows that they all substantially 

exceed those of private foundations.13 To make 

the closest thing to an “apples-to-apples” com-

parison, using the same protocol that founda-

tions use in calculating their payout rates (grant 

dollars divided by charitable assets at the end of 

the prior year multiplied by 100 to get a percent-

age), the National Philanthropic Trust estimates 

that the payout rate for DAFs was 20.7 percent in 

2015 and has been above 20 percent for several 

years. Moreover, the payout rates for DAFs don’t 

include their operating costs in their payout rates, 

which private foundations are allowed to include 

in their 5 percent minimum payout rate.14 This is 

often between 0.5 percent and 1.0 percent of the 

asset value, constituting a nontrivial portion of 

the foundation payout rate. 

This is not to say that DAFs are better (or 

worse) than private foundations, and they can 

be similar and different in important ways—

but the endless clamor for minimum payout 

requirements for DAFs is comparable to the 

political posturing that colleges ought to be 

bigger (more access), better (more quality), and 

cheaper (lower price). These are contradictory 

goals. Foundations are required to pay out a 

minimum of 5 percent of their prior year’s asset 

base (simplifying here, though essentially accu-

rate, but foundations can use a rolling multiyear 

average); however, they are allowed to pay out 

much more than that. With a few notable excep-

tions of spend-down foundations (see sidebar, 

right), the vast majority of foundations’ assets 

are paid out at the 5 percent minimum rate (plus 

or minus a point). A requirement of a minimum 

payout rate for DAFs likely would ossify the 

minimum into a new maximum as well—essen-

tially causing, in other words, a new standard of 

minimal compliance.

Payout rates for foundations could be higher 

than they are currently with little likelihood 

of the foundations closing entirely. However, 

From the perspective of getting cash directly in the hands 
of charities doing frontline work, it is by definition the 
case that spend-downs would be better than permanent 
endowments. However, that is not the only criterion to be 
evaluated in this decision-making process. In the debate 
around payout rates of foundations (and spend-downs 
are simply paying out at a much higher rate than per-
manent foundations), Akash Deep, Peter Frumkin, Renee 
Irvin, Stefan Toepler, and many others have argued that 
it comes down to intergenerational equity issues: Do we 
expect greater needs or greater resources now or in the 
future? Which strategy would “solve” societal problems 
faster: more money now or a more continuous stream 
of resources over time and across generations?15 While 
admittedly a self-selected sample, a December 2016 
report from the Center for Effective Philanthropy indi-
cates that only 16 percent of the foundation CEOs sur-
veyed believe that spending down assets was a promising 
strategy.16 

While most foundations intend to operate in perpetu-
ity, research by the Bridgespan Group (2010) indicated at 
that time that spend-down foundations were on the rise.17  
There are certainly a number of high-profile large insti-
tutions that are spend-downs (or plan to become one): 

•	 Bill & Melinda Gates Foundation will exhaust all its 
assets within two decades of the death of the last 
of the three founders.

•	 Atlantic Philanthropies ended their active grant-
making in 2016 and plan to spend down completely 
within the next few years.

Which Is Better? Spend-Down
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Some have raised 

concerns about whether 

DAF gifts are double 

counted. This stems from 

the fact that a donation 

that originally was  

made to a DAF could be 

counted once the gift 

was made to the DAF  

and again when the 

disbursement from  

the DAF was made  

to a charity. 

or perceived differences in service levels.19 These 

dollars are technically a grant from one DAF to 

another. Cantor speculates that these behaviors 

exaggerate the payout rates by DAFs. 

In the Giving USA report estimates that the 

Lilly Family School of Philanthropy prepares, 

we take special steps to ensure that we do not 

double count gifts. Donor-advised funds are only 

counted as sources of giving if they are housed in 

community foundations—otherwise, we do not 

count grantmaking  from donor-advised funds 

in our sources calculations. On the sources side, 

giving a donor-advised fund is counted the same 

way that other individual giving is counted: it is 

in our giving by individuals estimate. 

Giving to donor-advised funds is counted in 

the Giving USA reports’ “uses” of giving subsec-

tors, but in different ways, depending on where 

the DAF is housed. It’s important to keep in mind 

that there are different types of donor-advised 

fund sponsors, and this impacts where they are 

counted in the “uses” subsectors. The different 

sponsor types are counted in the following ways: 

•	Giving to national donor-advised funds is 

counted in public society benefit (PSB).

•	Giving to donor-advised funds in community 

foundations is counted in giving to foundations.

•	Giving to a donor-advised fund housed in 

an individual single-issue charity is counted 

wherever that charity is located in terms of 

nonprofit subsector (education, religion, etc.). 

•	Giving to a DAF housed in a federated cam-

paign (such as a Jewish trust or federation) 

is counted in PSB because federated giving is 

counted in PSB.

To avoid the double-counting issue, we take 

the net of incoming contributions and outgoing 

grants when tabulating giving to organizations 

that house donor-advised funds. This netting out 

of gifts and grants would also negate any double 

counting if an individual shifts a DAF from one 

sponsoring organization to another. If DAF grants 

were to cross years, from an accounting perspec-

tive there might be a “double counting” of the gift 

in one year, but that over-/understatement of the 

gift would be exactly offset in another year. In a 

dynamic steady-state environment, these fluctua-

tions are likely to net out even within any given 

DAFs and Double Counting
Some have raised concerns about whether DAF 

gifts are double counted. This stems from the fact 

that a donation that originally was made to a DAF 

could be counted once the gift was made to the 

DAF and again when the disbursement from the 

DAF was made to a charity. A recent article by 

Alan Cantor in the Chronicle of Philanthropy has 

also discussed the possibility of double counting 

when an individual moves a DAF fund from one 

commercial entity to another to take advantage 

of lower service fees, higher annual yields, or real 

•	 The Quixote Foundation made its last grant in 2017.
•	 The Edna McConnell Clark Foundation, the Raikes 

Foundation, and the S. D. Bechtel, Jr. Foundation 
and the Stephen Bechtel Fund have all opted to 
spend down their endowments. 

Unfortunately, we will only know with a large lag 
whether it is better for the spend-downs to make a few 
big bets now or if they would have had more impact by 
spending more money (cumulatively) over more years. 
Even then, the historians will only be able to speculate 
about the potential differences in outcomes in these hypo-
thetical but parallel universes. That said, there is a strong 
argument to be made that diversity in giving opportuni-
ties and giving structures is a good thing for the entire 
sector; there are benefits to both approaches, and more 
options allow people to donate more reflectively in line 
with their interests and values. 

Spend-Down Foundation Resources 

•	 Veronica Dagher, “The Rise of Spend-Down Phi-
lanthropy: More Philanthropists Give Away Their 
Foundation’s Assets in Their Lifetimes,” Wall Street 
Journal, April 13, 2014, www.wsj.com/articles/the 
-rise-of-spend-down-philanthropy-1397242743.

•	 “Literature Review on Time-Limited Philanthropy,” 
Duke Sanford Center for Strategic Philanthropy & 
Civil Society, July 13, 2015, cspcs.sanford 
.duke.edu/learning-resources/publications 
/literature-review-time-limited-philanthropy.

vs. Permanent Endowments
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estimates for the Giving USA reports, we apply 

the same principles that we use for DAFs to other 

pass-through organizations to avoid double count-

ing of gifts. Individual giving to organizations such 

as United Way chapters or Jewish appeals/federa-

tions is counted in estimates of giving by individu-

als. Giving or grantmaking from these entities is 

not counted, in order to avoid double counting. 

Conclusions and Observations
In sum: There have been questions raised about 

whether gifts and grants by DAFs and other phil-

anthropic intermediaries such as United Ways and 

Jewish federations are double counted. While this 

double counting may occur transactionally on 

an organization-to-organization basis (as when 

they are recorded as gifts or grants from one 

charity to another), the Lilly Family School of 

Philanthropy’s research scrubs the data in ways 

that eliminates this double counting. 

There have also been questions about whether 

foundations (and—especially—DAFs) serve as 

instruments for donors to “park their money” 

indefinitely while still realizing a tax-deductible 

gift today. While one might haggle over whether 

or not the payout rates could or should be higher 

for foundations—or be created for DAFs—we 

need to remain cognizant that these gifts all rep-

resent permanent commitments to philanthropy. 

While some of the gifts might have gone directly 

to charities without these financial intermediaries 

for philanthropic giving, some would never have 

been made as philanthropic gifts absent such 

giving vehicles. The factors may vary—from the 

timing of liquidity events to the desire to provide 

opportunities for subsequent generations to learn 

to become philanthropists or even the desire to 

not leave too much money for one’s heirs. Despite 

the differences in motivation, society is enhanced 

by the range of options that allow prospective 

donors to use these tools both for their personal 

benefits with respect to timing and platforms and 

for society’s benefits from these permanent com-

mitments to philanthropy. 

The debate on the spend-down versus perpe-

tuity on the expected tenure of foundations (and 

endowed DAFs) has garnered lots of attention 

and debates in the popular as well as academic 

year. The flowchart below shows how we count 

things to ensure that individual gifts are only 

counted once. The chart shows specifically how a 

gift from one DAF to another is not counted twice. 

Other Philanthropic Intermediaries
Besides DAFs at community foundations (as 

well as at many other charities) and at commer-

cial entities, there are several types of charities 

that are financial and philanthropic intermedi-

aries; donors make gifts to these charities, and 

then the charities make grants to their respec-

tive communities. These communities could be 

geographically determined (most United Ways 

and community foundations), philosophically 

or religiously coaffiliated (for example, Jewish 

federations, giving circles, and Catholic chari-

ties), or other federated workplace campaigns 

(for example, the federal government’s workplace 

and charitable fundraising campaigns).

While we can argue about whether or not these 

entities increase or decrease philanthropic giving 

by any one household and/or in the aggregate, it 

seems likely that they would fail to exist if they did 

not increase the net social welfare. As with DAFs, 

concerns have also been posed with respect to 

double counting these types of gifts. For our 

While we can argue 

about whether or not 

these entities increase or 

decrease philanthropic 

giving by any one 

household and/or in  

the aggregate, it seems 

likely that they would 

fail to exist if they did 

not increase the net 

social welfare.

Public Society Bene�t
(PSB)

DAF1

United Way

Jewish Federation

Federated Campaign

DAF2

Commercial Donor-Advised Fund
(DAF)

Charity

Personal Gifts

Note: Solid lines included in Giving USA estimates of giving;
dashed lines not included in Giving USA estimates of giving, 
to avoid double counting of gifts.

Foundations and
Community
Foundations
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Philanthropic giving 

decisions are private 

decisions about the  

best ways to address  

the challenges society  

faces now and in the 

future (including 

intergenerational equity 

concerns, which include 

environmental and 

social justice issues). 

There is not one right, 

cookie-cutter answer. 

Clearly, some of the issues in this article 

cannot be tested precisely, given the lack of data 

and/or the lack of comparability over time. Others 

cannot be tested given the lack of controls and 

“what ifs.” That said, measuring the payout rates 

of DAFs, the impact of spend-downs and perma-

nent foundations, the costs of fundraising, and 

so forth will be helpful to donors, fundraisers, 

and nonprofit leaders. It would also be ideal to 

compare philanthropic giving and political giving 

at the household level to measure whether or not 

presses. Philanthropic giving decisions are 

private decisions about the best ways to address 

the challenges society faces now and in the future 

(including intergenerational equity concerns, 

which include environmental and social justice 

issues). There is not one right, cookie-cutter 

answer. Rather, society and philanthropy both 

benefit by allowing donors to decide which giving 

vehicles best enable them to achieve their phil-

anthropic mission for the causes—and over the 

time periods—they elect to support. 

Other Questions about Double Counting: Daisy Chaining, Giving to Individuals  
(Pharma Gifts of In-Kind Products), and the Like  

Daisy Chaining. Questions about daisy chaining refer to 
the possibility of double counting grants or gifts from one 
charity to another. This term was coined with respect to 
aid organizations regifting in-kind gifts to one another. The 
concern was whether this was being captured as multiple 
gifts in the research totals and also in the financial tallies 
of individual nonprofits (this may be used by nonprofits to 
inflate their revenue bases, making themselves look bigger 
than they are and throwing off their program spending 
ratios). Giving USA avoids the first by not counting gifts 
from one charity to another. 
Giving to Individuals. A new “uses” of giving category, 
giving to individuals, was added to  Giving USA estimates 

in the last decade or so. The category was added to capture 
the amount of gifts of in-kind products made directly to 
individuals by pharmaceutical firms (frequently called 
“patient assistance programs”), which comprise the 
majority of this category. This money does not go through 
a pass-through entity but rather is a tabulation of the 
amount that institutions are giving directly to individual 
Americans. In some ways, this is an oddity for Giving USA, 
as these are not gifts to or from a charity. The recipients 
may be better off getting these gifts in-kind directly from 
the source—both from a health perspective and an after-
tax income perspective—rather than getting the same 
value in cash.

What’s Left for Charitable Programs after Fundraising Costs?

This is clearly a valid concern, but this topic is more of a thesis in and of 
itself and cannot be treated adequately as a brief sidebar. There is a wide 
range in the return on investment (ROI) from various fundraising tactics and 
strategies. The introductory methods (special events, telemarketing, direct 
mail, etc.) are available to all charities and may be the only real options for 
newer and smaller nonprofits, but they tend to have the lowest ROI.20 Major 
gift fundraising and planned gift efforts may only succeed once the charity 
has demonstrated that it is credible and likely to succeed. 

Within each tactic, there are many additional permutations and combina-
tions for charities to decide on: 
•	 hire own staff (but costs are up-front and certain and benefits are delayed 

and uncertain); 
•	 hire outside fundraising advisors (still incur the staff costs with certainty as 

well as the consulting costs, and the benefits are still delayed and uncer-
tain, but presumably better with greater expertise being applied than from 

in-house staff only); or
•	 outsource fundraising completely (but then very few of the dollars actually 

go to the charity—and often the third-party telemarketers keep the lists 
of donors, so it becomes difficult for the charity to break this chain of 
dependence).

We also know that when charities and their staffs feel significant pressure 
to report low fundraising costs to donors, funders, regulators, and the media, 
some charities will simply reallocate their fundraising and/or management and 
general costs to program costs.21 This drives down their reported fundraising 
cost ratios but creates even greater pressure on other charities to report low 
fundraising costs. While most nonprofits make great efforts to accurately track 
and report their true fundraising and overhead costs, those that understate 
them create a death spiral toward zero (only because these costs cannot be 
negative). Such moves create false expectations for donors and funders, and 
mislead the public. 
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