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Where Have All the
Donors Gone?
The Continued Decline
of the Small Donor and the
Growth of Megadonors

by Patrick M. Rooney

N 2016, 53.9 PERCENT OF AMERICAN HOUSEHOLDS
donated something to a legally recognized
charity. This is down 1.5 percentage points
from the prior wave of data in 2014, 11.5 per-
centage points since the Great Recession, and
almost 14 percentage points from the peak level,
1 2002. In other words, one in five former donors
in the early waves of the study are now not giving
anything to legal charities in any given year.

Patrick M. RooNEY is the executive associate dean
for academic programs and professor of economics
and philanthropic studies at the Indiana University Lilly
Family School of Philanthropy.
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There is no doubt that
the change in the tax
laws will affect this
picture moving
forward. .. but the
trend of the very
highestincome
earners accounting
for dramatically larger
shares of total giving
does not seem likely

to change.
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Table 1 shows that the share of Americans
giving at all to 501(c)(3)s continues to erode.
(Note that the dataset used by this table repre-
sents the bottom 92 percent of U.S. households
for income and bottom 97-98 percent of house-
holds for wealth. The panel does not include
enough observations in the top 2-3 percent of
income earners to be representative.)!

Meanwhile, big donors are playing an even
bigger role than in earlier years. First, itemized
giving by those with an adjusted gross income
(AGI) of $1 million or more in any given year
has grown dramatically over the last couple of
decades (see Table 2)—in fact, it has more than
tripled, from 10.3 percent in 1993 to 31.7 percent
in 2016 (the most recent year available from the
IRS of highest income earners). It is also up
two percentage points from 2015, when it was
29.8 percent.

There is no doubt that the change in the tax
laws will affect this picture moving forward (as
the number of itemizers plummets, given the tax
bill changes);? but the trend of the very highest
income earners accounting for dramatically

larger shares of total giving does not seem likely
to change.

In an article published by the Nonprofit
Quarterly in fall 2018—“The Growth in Total
Household Giving Is Camouflaging a Decline in
Giving by Small and Medium Donors: What Can
We Do about It?”—I demonstrated that small
donors were disappearing and larger donors
were increasing their share of giving.? Now I
provide evidence that these trends are continu-
ing—ifnot accelerating—and I briefly articulate
some ideas on what might be done to ameliorate
these challenges.

Where Have All the (Small) Donors Gone?

Let’s review some updated data on these trends
to the extent feasible. This decline in donorship
holds true for giving overall, gifts to congrega-
tions (labeled “religious giving”), and gifts to
other (non-congregational) charities (labeled
“all secular giving”)—setting aside for now the
fact that many gifts categorized as secular gifts
are actually donated based on religious values
and/or to religiously affiliated charities, but ones

Table 1: Share of U.S. Households Giving to Charities

2000 2002 2004 2006 2008 2010 2012 2014 2016
Overall giving 66.22% | 67.63% | 66.87% | 65.26% | 65.41% | 61.11% | 58.80% | 55.51% | 53.94%
All secular giving | 55.23% | 56.49% | 56.34% | 55.75% | 56.46% | 51.63% | 49.69% | 47.10% | 44.23%
Religious giving | 46.49% | 46.27% | 46.01% | 42.75% | 41.86% | 38.09% | 36.42% | 33.96% | 32.04%

Source: Data from Philanthropy Panel Study, University of Michigan Panel Study of Income Dynamics, 2017 (philanthropy.iupui.edu/research/current-research/phil
anthropy-panel-study.html and psidonline.isr.umich.edu/); calculations by Xiao“Jimmy”Han, statistician, Indiana University Lilly Family School of Philanthropyat IUPUI.

Table 2: Total Itemized Giving and Share Donated by Households

with AGI of $1 million or More per Year: Selected Years

% of AGI $1M+ of
Total Itemized Itemized Charitable Deduction Overall Itemized
Year Charitable Deduction for HHs at AGI $1M+ Charitable Contribution
1993 $68,354,296 $7,050,906 10.3%
2000 $140,681,632 $32,633,044 23.2%
2010 $170,235,681 $36,569,960 21.5%
2016 $233,867,324 $74,135,863 31.7%

Source: IRS data; calculations prepared by Jon Bergdoll, statistician, Indiana University Lilly Family School of Philanthropy at IUPUI.
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whose primary mission is not faith fulfillment,
so they are labeled perhaps too generically as
secular.

Giving to other charities (labeled “secular
giving”) is down almost three percentage
points from the prior wave (2014) to the most
current wave (2016). Secular giving is down over
twelve percentage points from its peak before the
Great Recession. As arate of change, this means
that 22 percent fewer households are donating at
all to these non-congregational charities. (See
Table 1.)

Giving to congregations has trended down
with each additional wave of the panel study. In
2016 (the most recent year for which these data
are available), the share of households giving
to congregations is down to 32 percent, which
is almost two percentage points lower than the
prior wave in 2014, and almost ten percentage
points lower than before the Great Recession.
It is 14.5 percentage points lower than when the
panel started, in 2000. An alternative way of
expressing this is that almost one-third fewer
American households are donating to congrega-
tions in the most recent panel wave in 2016 than
they did in the first wave in 2000.

On the other hand, when we look at only those
households who donated in any given year, we
see that they are actually increasing how much
they give each year both to congregations and to
other charities, hence to overall giving as well
(see Table 3). This trend has been characterized
elsewhere as “donors down, dollars per donor
up.”® Given the uniformity of this trend, I will let
Table 3 speak for itself.

The Big Donors Are Getting Bigger

As I described earlier, the share of itemized
donations by very high-income households
tripled between 1993 and 2016. That paints a
vivid picture, but there are several other fac-
toids that triangulate to this truth of the growing
share of big donors in total household giving.
First, I review the Chronicle of Philanthropy’s
list of the top fifty donors and its subset of the
top ten donors from 2000 to 2018. Second, I
examine the explosive role of DAFs, both in
the dollar volumes and as a share of household
giving. Finally, I look at comparative evidence
from available research around the world to
ascertain whether these trends in the United
States parallel similar phenomena globally.

Not only are the bigger donors getting
bigger—the biggest donors are also getting to
be even “more biggest” (bad grammar intended
for dramatic effect; apologies to all of my prior
English faculty). Table 4 (next page) shows total
giving by the top fifty largest and top ten largest
donors as reported annually by the Chronicle of
Philanthropy,® as well as total giving and total
household giving (both from Giving USA).”

My research team and [ have combined these
two distinct data series to calculate the giving
by the top fifty and top ten donors each year as a
share of total household giving. We have created
a subset of the Chronicle’s top fifty donors
to examine how similar or different the top
10 percent of donors are compared to the rest
of the top fifty (i.e., the “bottom forty” donors
in the top fifty). (See Table 4.) It’s important to
note that the top fifty data only go back to the

Table 3: Average Dollar Amounts Donated by
Current Donor Households Only

Eg::;holds 2000 | 2002 | 2004 | 2006 | 2008 | 2010 | 2012 | 2014 | 2016
Overall giving $2,584 | $2,420 | $2,668 | $2,642 | $2,587 | $2,610 | $2,553 | $2,549 | $2,766
All secular giving $1,183 $1,094 | $1,235 $1,21 $1,273 $1,340 | $1,234 | $1,301 $1,406
Religious giving $2,275 | $2,201 $2,366 | $2,455 | $2326 | %2373 | $2439 | $2362 | $2,638

Source: Data from Philanthropy Panel Study, University of Michigan Panel Study of Income Dynamics, 2017 (philanthropy.iupui.edu/research/current-research/phil
anthropy-panel-study.html and psidonline.isr.umich.edu/); calculations by Xiao“Jimmy”Han, statistician, Indiana University Lilly Family School of Philanthropy at IUPUI.
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Not only are the bigger
donors getting bigger—
the biggest donors are
also getting to be even

“more biggest.”
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Table 4: Total Household Giving Versus Giving by the Top 10 and Top 50 Donors

Bottom 40

Top50as | Top10as | of Top 50

Shareof | Shareof | asShare

Giving USA | Giving USA | of Giving
Giving USA Total Total USA Total Top 10
Giving USA Household Chronicle Chronicle Household | Household | Household |  Minus

Year Total Giving Giving Top 50 Top 10 Giving Giving Giving | Bottom 40

2000 229,660,000,000 174,090,000,000 7,570,600,000 6,171,400,000 4.35% 3.54% 0.80% 2.74%
2001 232,090,000,000 173,060,000,000 12,591,354,665 | 11,205,791,363 7.28% 6.48% 0.80% 5.67%
2002 232,720,000,000 173,790,000,000 4,617,643,996 3,248,395,146 2.66% 1.87% 0.79% 1.08%
2003 237,450,000,000 181,470,000,000 5,750,148,500 | 4,199,400,000 3.17% 2.31% 0.85% 1.46%
2004 260,260,000,000 201,960,000,000 9,837,446,198 7,890,206,917 4.87% 3.91% 0.96% 2.94%
2005 292,430,000,000 220,820,000,000 4,017,922,673 2,271,120,793 1.82% 1.03% 0.79% 0.24%
2006 296,090,000,000 224,760,000,000 50,726,107,425 | 47,666,100,589 22.57% 21.21% 1.36% 19.85%
2007 311,060,000,000 233,050,000,000 7,393,049,567 4,437,534,978 3.17% 1.90% 1.27% 0.64%
2008 299,610,000,000 213,760,000,000 | 15,538,489,255 | 12,691,700,000 7.27% 5.94% 1.33% 4.61%
2009 274,780,000,000 200,780,000,000 4,124,039,702 2,616,204,746 2.05% 1.30% 0.75% 0.55%
2010 288,160,000,000 207,990,000,000 3,178,472,656 1,540,221,206 1.53% 0.74% 0.79% -0.05%
20M 298,500,000,000 213,910,000,000 10,435,423,966 8,347,676,000 4.88% 3.90% 0.98% 2.93%
2012 332,607,087,751 244,381,936,007 7,348,511,293 5,363,042,183 3.01% 2.19% 0.81% 1.38%
2013 332,524,670,725 242,433,456,603 7,678,542,954 4,117,438,252 3.17% 1.70% 1.47% 0.23%
2014 357,600,383,950 252,245,707,465 | 10,208,489,408 6,732,454,218 4.05% 2.67% 1.38% 1.29%
2015 375,896,010,083 264,692,821,780 6,952,984,408 3,689,641,026 2.63% 1.39% 1.23% 0.16%
2016 396,518,730,026 279,379,413,192 5,619,867,201 3,372,925,000 2.01% 1.21% 0.80% 0.40%
2017 424,736,492,013 295,300,577,553 14,747,851,855 | 11,113,444,200 4.99% 3.76% 1.23% 2.53%
2018 427,707,530,666 292,086,832,770 7,841,071,547 4,883,330,715 2.68% 1.67% 1.01% 0.66%

Sources: Giving USA and Chronicle of Philanthropy; all dollars are nominal dollars; calculations performed by the author and Krisztina Tury, doctoral candidate, Indiana University Lilly Family

School of Philanthropy at IUPUI.
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year 2000, so definitive estimates of longer-term
trends are not possible; but some interesting fac-
toids emerge from these data.

First, the top ten donors of the top fifty
account for an average of 78 percent (mean
versus 69 percent for the median) of the total
giving by the top fifty donors. Second, in all but
one year, the top ten donors gave more than the
next forty combined. Third, in that year (2010),
the top ten still accounted for 48.5 percent of the
total giving by the top fifty. Fourth, and perhaps
not surprisingly, there is a great deal of volatility
in the year-to-year amounts given by the top fifty.

While some of these donors are repeat donors,
others are givers of bequest gifts, which by defini-
tion are one-time gifts. Fifth, the top fifty donors
play an important role in household giving,
ranging from 1.5 percent to 22.6 percent of total
household giving in any given year. The top ten
donors ranged from 0.7 percent to 21.2 percent
of total household giving. While Table 4 shows
some dramatic swings (e.g., Warren Buffett’s big
gifts), it also shows that even among the top fifty
donors, the biggest donors (top ten) account for
a disproportionate share of the dollars donated
by the top fifty.
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Evidence from Donor-Advised Funds

While some donor-advised funds (DAF) hosts are
trying to create a more democratized version of
DAFs with lower entry requirements, it is clear
that DAFs are growing and that they remain
largely the realm of large donors. According to
the most recent report from the National Phil-
anthropic Trust on DAFs in 2019, between 2014
and 2018 the number of DAF accounts more than
tripled (202 percent)!® (See Table 5.) This growth
has been going on for years, but has accelerated
since the tax code was being discussed and then
enacted: The number of accounts grew 62 percent
from 2016 to 2017, and then another 55 percent
from 2017 to 2018—or 152 percent growth from
2016 to 2018 combined!

The dollar amounts contributed to new and
existing DAF accounts have also grown rapidly
over the last five years (86 percent), but not nearly
as rapidly in the past two years as the number
of accounts: 48 percent growth in total amounts
contributed to DAF's versus 152 percent growth
in the number of DAF accounts from 2016 to 2018.
The changes in the tax code combine to make it
unlikely that most giving households will be able
to deduct their charitable gifts, including most of
the tax filers who were itemizers in prior years.

The key factors driving most former item-
izers into becoming non-itemizers moving
forward are the near doubling of the standard
deduction and the effects of the state and local
taxes (SALT) limits. Clearly, many middle-,
upper-middle-, and lower-upper-income house-
holds have reacted to the expected loss of their
tax itemization status by creating a DAF account
(or expanding one already in place). This may
be a strategy to “bundle” multiple years’ worth
of gifts into one year, thereby creating a large
enough deduction in some years to move back
to tax itemization status. This would permit the
deductibility of the same donations—even if not
on an annual basis.

The total amounts in DAFs have also grown
dramatically over the last five years (73 percent),
as have the total amounts paid out in grants
(90 percent). (See Table 5.) There are two indica-
tors that have declined over the last five years—
dips that seem to be related to the tax-bill effects
of tremendous growth, as well. For example, the
average amount in each DAF account dropped
43 percent from 2014 to 2018, but all of the decline
occurred over the last two years (a 44 percent
drop from 2016 to 2018). This effect may be
attributable to the following possibilities: The

The changes in the

tax code combine to
make it unlikely that
most giving households
will be able to deduct
their charitable gifts,
including most of the
tax filers who were

itemizersin prior years.

Table 5: Trends in DAF Data, 2014 to 2018

%
change
2014-
2014 2015 2016 2017 2018 2018
Number of DAF accounts (p. 13) 241,507 272,845 289,614 469,331 728,563
Total amounts in DAFs (p. 13) §70,050,000,000 | $77.180,000,000 | $86,350,000,000 | $112,100,000,000 | $121,420,000,000 = 73%
I;tilz?m"”"“ Gouihuid tbE $19,910,000,000 | $21,420,000,000  $25,060,000,000 | $30,900,000,000 | $37120,000,000  86%
B‘X:S' E’;“‘;;’)"ts paid outin grants by $12,350,000,000 | $14,220,000,000 | $15,860,000,000 = $19,700,000,000 = $23,420,000,000 = 90%
g’e{g)ge i i s DA e $290,054 $282,870 $298,169 $238,857 §166,653 | —43%
Contributions to DAFs expressed as a 0 0 0 0 0 0
o of totalindividualgiving (.5 7.9% 81% 9.0% 10.5% 127%  61%
Gran,t payout rate (this year’s grants/last 21.6% 20.3% 20.5% 22.8% 20.9% 3%
year's assets) (p. 14)

Source: The 2079 DAF Report (Jenkintown, PA: National Philanthropic Trust, 2019); rates of change are author’s own calculations using data from the report.
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Public policies, including
tax policies, are meant
to reflect the will of the
publicand to create
incentives for desirable
behaviors; create
disincentives for
undesirable behaviors;
and provide for

publicgoods.
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fact that many DAF host organizations have
lowered the cost of entry in order to attract new
clients; the very high payout rates that many DAF
accounts persist in giving; and/or the dilution
effects of so many net new DAF accounts formed
so rapidly. The second negative signal from the
burst in growth in DAF accounts is the modest
decline in the grant payout rate over the last five
years, from 21.6 percent in 2014 to 20.9 percent
in 2018. While there are many potential defini-
tions for payout rates, National Philanthropic
Trust employs the commonly used definition for
foundation payout rates in these calculations
(this year’s grants divided by last year’s total
assets, or [grants(year t)/total assets (year t-1)]).
While the payout rate bumped up a bit in 2017
(to 22.8 percent), the five-year average has been
21.2 percent, and most years have been within
one percentage point of that five-year average.

The facts are that there are over $121 billion
dollars in DAF accounts and over $23 billion
in new contributions from DAF accounts were
given in 2018 (see Table 5). Grants made to chari-
ties from DAF accounts totaled the equivalent
amount of 12.7 percent of total household giving
in 2018, which is up dramatically from 7.9 percent
in 2014—and almost three times its share in 2010
(4.4 percent). The increase in the number of DAF
accounts, their total assets and grants, and,
especially, the overall “market share” of DAFs
as apercentage of household or individual giving
demonstrate the growth of “bigger” or “big”
donors. This, combined with the reality that we
simultaneously saw a decline in the participation
rates in giving by the small donors, reinforces the
notion of the growth of the big donors and the
disappearance of the small donors.

Fidelity Charitable’s latest giving report indi-
cates not only tremendous growth in charitable
contributions over time—from $1.1 billion in
2009 to $5.2 billion in 2018 (41 percent per year
average annual growth in the dollar amounts in
DAF grants from 2009 to 2018) just from Fidelity
Charitable’s DAF accounts—but also the scale
of these gifts: grants of $1 million or more grew
to 582 last year (15 percent over the prior year).’
Also of interest: According to Fidelity’s data,
only 3 percent of these DAF gifts last year were

completely anonymous.” Furthermore, while just
over one-third (37 percent) of the DAF gifts were
granted within a year, 74 percent were granted
within five years and 88 percent within a decade.!
While it is quite reasonable to be concerned about
the theoretical aspects of a “parking lot” phenom-
enon, in reality, these micro, account-level data
from Fidelity and the aggregated payout rates
reported by the National Philanthropic Trust
suggest that this criticism of DAF's is an exag-
geration wrapped up in a hyperbole (or vice versa,
as one prefers).

Impact of Policy Changes on Philanthropy
Public policies, including tax policies, are meant
to reflect the will of the public and to create
incentives for desirable behaviors; create disin-
centives for undesirable behaviors; and provide
for public goods (e.g., national defense, clean air
and water, etc.) and infrastructure (e.g., schools,
roads, bridges, airports, harbors, etc.), as well
as the means of funding these endeavors (e.g.,
income taxes, property taxes, capital gains
taxes, tolls, and other user fees).

The historical ability of Americans to deduct
their charitable donations reflects our social
values to decentralize decision making about the
level of funding for some types of public goods,
encourage prosocial behaviors (i.e., good deeds),
and provide an incentive to fund public goods
voluntarily. As has been discussed elsewhere
(The Conversation, Nonprofit Quarterly, etc.),
the most recent tax bill contains several elements
that are likely to affect private philanthropy, but
nearly all are likely to have a deleterious effect
on philanthropy—at least in the short run. Key
components of this include the following:

1. Lowering the top marginal tax bracket for
households, which lowers the after-tax
value of a household donation. Since this
rate change was small, its likely effect is
also small.

2. Near-doubling of the standard deduction
means that most households who had been
itemizers in the past will be non-itemizers
in the future. Given that this represents a
66.7 percent price increase for donations by
those who had been itemizers in the top tax
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bracket before and are now non-itemizers
(see math examples below, near end of this
section), it is expected that this will have a
meaningful and persistent negative effect
on household giving—holding everything
else constant (e.g., growth in incomes, GDP,
etc.).

3. The SALT caps make it even more likely
that former itemizers will become
non-itemizers. Again, this would create
an increase of 66.7 percent in the price of
making a donation—or the after-tax cost
of giving.

4. The doubling of the exemption levels
for the estate tax means that even fewer
households will be subject to the estate tax,
which makes it less likely that some house-
holds will make charitable bequest gifts.

5. The large drop in the top corporate tax rate
raises the after-tax cost of corporate giving.

Theoretically, these tax effects are mixed:
Tax rate cuts put more money in the pockets of
taxpayers, which could be donated immediately,
thereby potentially increasing charitable giving
(“income effects,” in economics-speak); on the
other hand, tax rate cuts raise the after-tax price
of giving (price effects), which may diminish
giving. Given these opposing potential effects,
the actual effects must be measured empiri-
cally. There are several pieces of evidence that
suggest that the tax bill will have a net negative
effect on giving. First, research commissioned
by Independent Sector and conducted by the
Lilly Family School of Philanthropy estimated
that the tax bill would be likely to reduce house-
hold giving by 4.6 percent.'? Similar results were
found by other scholars and policy analysts
(e.g., Urban Institute, American Enterprise
Institute, and the Tax Policy Center)."?

This year’s results outlined in Giving USA
2019 show the first evidence of the impact of
the tax bill on household giving.™ In spite of the
fact that disposable personal income (DPI),
which is after-tax income, and gross domestic
product (GDP) grew by at least 5 percent in 2018
over 2017, household giving fell by an estimated
3.4 percent.!” Given the fact that we would have
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anticipated arobust growth in household giving
paralleling if not equal to the growth in personal
income, and given that the other main factor
was the tax bill, the Giving USA 2019 findings
suggest that our earlier estimates of the likely
effects of the tax bill were pretty much “on the
money.” We had estimated a larger decline for
the net-net effects of the tax bill than what was
found in Giving USA 2019, but the estimate of
the tax bill effects was made holding growth in
income and GDP constant—essentially asking
what would happen purely as a result of the
change in tax regime. Clearly, the robust growth
in GDP and DPI and other tax-cut-related income
effects were dominated by the negative effects
on the price of giving resulting mostly from the
doubling of the standard deduction and the
SALT caps.

Asreported elsewhere (e.g., Nonprofit Quar-
terly, The Conversation, Independent Sector-
Indiana University research reports), the tax bill
had several aspects that were nearly all likely
to have a deleterious effect on philanthropy—
holding everything else constant.”” (The one
exception to this is the increase in the share of
income that households can deduct in any given
year, from 50 percent to 60 percent. Obviously,
this does not affect many—if any—households
in any given year.) First, the small decrease
in the top marginal tax rate (MTR) was likely
to have a small, negative effect on household
giving. Second, the near doubling of the stan-
dard deduction meant that most tax itemizers
in earlier years would become non-itemizers,
which meant that their after-tax price of giving
would increase dramatically.

For example, in 2017, it cost approximately
$60 for an itemizer in the top tax bracket to
donate $100—i.e., ($100 x (1 - MTR)) = ($100 x
(1-.396)) = $60. If now a non-itemizer, it costs
$100 to donate $100, which is a 66.7 percent price
increase—((($100 — $60) / $60) x 100) = 66.7
percent. While people donate for many reasons,
and taxes may be near the bottom of the list,
anyone facing a price increase of 66 percent
might reevaluate whether to buy that “good” at
all, and, if so, how much of it. Arguably, chari-
table donations could be considered “luxury

Given the fact that we
would have anticipated
arobustgrowthin
household giving
paralleling if not equal
to thegrowthin
personal income, and
given that the other
main factor was the tax
bill, the Giving USA 2019
findings suggest that our
earlier estimates of the
likely effects of the tax
bill were pretty much

“on the money.”
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What's the effect of
declining participation
rates in giving on our
democracy and civil
society when fewer
people give than those
who do not? Are we
concerned about

democracy in America?
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goods” (i.e., they are not needed to live, and
generally increase with income and wealth),
rather than “necessities” (i.e., needed to live).
One would expect that the “price sensitivity” (or
elasticity of demand, in economics) would be
greater for luxury goods than necessities.

In addition, the elimination of personal
exemptions will be a downdraft for families
with more than two or three children. Finally,
the SALT limits make it even more likely that
more households would be non-itemizers, which
makes it more costly for more households to
donate. In fact, the early signals from the IRS are
that the number of itemizers dropped to approxi-
mately 10 percent.'

The doubling of the exemption of the estate
tax was unlikely to have an effect on giving
this past year. In order to have had an effect,
an estate would have to fall in between the old
exemption level and the new one, the will would
have to have been changed to drop the bequest
gifts, and the person would have to have died
last year (2018). I am sure there are a few folks
who fit into that list, but not many. The net effect
long termis less certain, as people make bequest
gifts for many reasons—but it is clear that the
estate tax will only apply to the very wealthiest
of households. If making bequest gifts to avoid
the estate tax was all or part of many households’
motivation for making an estate gift, then we can
expect that the doubling of the estate tax exemp-
tion levels will have a negative effect on bequest
giving over time.

International Evidence

There is evidence that some of the trends we
are observing in the United States are occur-
ring globally, with documented evidence in the
United Kingdom, Australia, the Netherlands,
and Canada. In the United Kingdom, there is
a parallel pattern of donors down, dollars per
donor up. According to the latest study by the
Charities Aid Foundation (CAF UK Giving 2019
report), the proportion of people giving to charity
has decreased for three years in a row (from
69 percent in 2016 to 65 percent in 2018).1 But
since those who gave donated higher amounts,
the total amount in 2018 remained largely the

same as in the previous year. (Charities Aid Foun-
dation conducts an online survey every month
with one thousand respondents.)

According to Marie Crittall, Myles McGregor-
Lowndes, and Denise Conroy, the percentage of
people donating in Australia has been decreasing
since 2010-2011.2° These data are based on tax
returns. The latest Dutch data on giving came out
in 2015,% then the research stopped for a couple
of years due to funding problems. The next report
will be available in spring 2020.22 What we know
is that giving as a proportion of income declined
by one-fifth between 1999 and 2015, based on the
Giving in the Netherlands Panel Survey.? In 2013,
88 percent of Dutch households donated to chari-
ties, and 85 percent did so in 2011.2* In Canada,
according to a Fraser Institute report, the per-
centage of tax filers donating to charity dropped
between 2006 and 2016, from 24.6 percent to
20.4 percent.”

Whether these initial pieces of data from
these five very different countries (five is count-
ing the United States) are a coincidence, a short-
term aberration, an early indicator of future
trends, or correlated in ways not yet understood
is unknown/unknowable. However, collectively,
they stimulate concerns that we may be on the
leading edge of a disconcerting trend that might
be global as well as national.

Conclusions and Recommendations
Big donors have grown, and small and medium-
sized donors have gone away. Empirically, this
does not seem to have hurt total giving much in
the recent past. However, what happens in the
long run? Will bigger and bigger donors continue
to bail out philanthropy? Will the elimination of
the tax deduction for most former tax itemizers
continue to erode household giving? What'’s the
effect of declining participation rates in giving
on our democracy and civil society when fewer
people give than those who do not? Are we
concerned about democracy in America? What
happens if we shift from most Americans giving
to most not giving? Here are my top conclusions
and recommendations:
1. Our prior research for Independent Sector
showed that the universal charitable
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deduction (UCD) would increase household

giving more than the loss in giving from the

tax bill.

e Variations of this proposal have been sup-
ported in both the House and the Senate,
and have been sponsored by members
of both of the main political parties.
However, they have not yet gained much
traction.

2. Similarly, we have estimated that a
25 percent tax credit would more than
offset the philanthropic decreases associ-
ated with the tax bill.

e Atax credit would also address the equity
concerns that some have raised about the
itemized charitable deductions: A tax
credit would create the same dollar-value
reduction in federal income taxes owed
for anyone—regardless of their income or
MTR—whereas the value of a tax deduc-
tion for a charitable gift grows with incre-
mental income as the MTR increases with
higher levels of taxable income.

For example, with a tax credit, a gift of
$1,000 would create a $250 tax credit
whether one was in the lowest or the
highest MTR; however, a tax deduction
from the same $1,000 gift might produce
as little as a $100 deduction (for those in

the 10 percent tax bracket) oras much as a

$370 deduction (for those in the current top

tax bracket of 37 percent). Clearly, these
are producing some unequal outcomes.

3. Another meaningful policy change that
would encourage philanthropy would be
to tax capital gains income as ordinary
income after adjusting for inflation.

e This would create new incentives for
people to donate appreciated assets, and
would improve both horizontal equity
(treating likes alike) and vertical equity
(treating people of different incomes
fairly). The rate increase would also
encourage philanthropic gifts in the year
of liquidation (if the person elected not to
donate the appreciated asset itself), as the
donor could benefit from the deduction at
the higher MTR.
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e [t would improve horizontal equity: Income
is income, regardless of source, so taxing
it the same would be fair in this regard.

It would also enhance vertical equity.
Recall Warren Buffett’'s comments about
how unfair it was that his tax rate was
lower than that of his executive assistant.
His was lower because of a legal loophole
that taxed most of his income as capital
gains, but his assistant’s income was taxed

at the rates for ordinary income.?

Capital gains tax rates for assets held over
ayear are either 0 percent, 15 percent, or
20 percent (depending on your taxable
income and filing status). Capital gains
are taxed at lower rates than ordinary
income at every level, but that gap gets
larger as one’s share of income from
capital gains grows.

4. Another simple policy change would be to
implement economist C. Eugene Steuerle’s
suggestion of being able to deduct charitable
gifts in spring of the following year while
doing one’s taxes—Ilike a Roth or an IRA.
¢ This would be useful because if someone

had more taxable income than expected
for any reason, they could maximize the
tax deduction by claiming it for a year
when they had a higher MTR.
¢ This would be even more important if a
universal charitable deduction or a uni-
versal charitable tax credit were imple-
mented, as all Americans would be able
to utilize that strategy.

I think it is important to point out the
trends vis-a-vis our growing reliance on big
donors and megadonors in our philanthropic
landscape, and to acknowledge the concerns
about the disappearance of the small and medium
donors. I, for one, am grateful that the wealthy
and the very wealthy are voluntarily sharing
some of their wealth with the rest of society.
Some have argued that those dollars should be
taxed, but the fact is the charitable deduction
has been part of the tax code for one hundred
years—nearly as long as there have been federal

| thinkitis important
to point out the trends
vis-a-vis our growing
reliance on big donors
and megadonors in our

philanthropic landscape.
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While some households
face tough choices at
times and elect not to
donate in any given year,
some of our forthcoming
research has shown that
overa longer period of
time, at least 87 percent
of American households
donated something at
least once over the prior
decade, and many

donate in most years.

30 THE NONPROFIT QUARTERLY

income taxes. In addition, the public policy
trend over the last sixty years or so has been
predominantly to lower top marginal tax rates.
Perhaps we might be better served to close some
of the tax loopholes that allow hedge-fund bil-
lionaires to pay a lower effective tax rate than
those earning just above the minimum wage,
rather than discouraging wealthy households
from donating.

While the top fifty donors—and especially
the top ten donors—make gifts that seem stag-
gering to most of us, in the median year the top
fifty donors accounted for only 3.2 percent of
total household giving that year. These gifts are
immense, and perhaps newsworthy, but they do
not dominate the philanthropic flows in the same
manner as the headlines might suggest. While
some households face tough choices at times
and elect not to donate in any given year, some
of our forthcoming research has shown that
over a longer period of time, at least 87 percent
of American households donated something
at least once over the prior decade, and many
donate in most years.

It is also important to recognize that phi-
lanthropy includes a wide range of voluntary
actions for the public good beyond gifts of
money to legal charities. These might include
gifts of cash to help friends, neighbors, relatives,
and/or others in need, or volunteering time to
help at a charity or help a friend or neighbor. Our
civil society contributions might also embrace
such actions as voting, protesting, and forming
movements to “get out the vote.” In these ways,
households of all income levels can and do par-
ticipate in our civil society.

The author would like to acknowledge the fol-
lowing individuals for help in gathering and
tabulating data presented in this essay: Jon
Bergdoll, statistician, Xiao ‘Jimmy” Han,
statistician; and Krisztina Tury, doctoral
candidate—all from the Indiana University
Lilly Family School of Philanthropy, IUPUI
The views in this essay are strictly the author’s
own. They do not necessarily reflect the views
of the Lilly Family School of Philanthropy,
1UPUI, or Indiana University more generally.
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