





























‘ Nonprofit Task Force Meeting

November 27, 2000
suggested talking points

1. Welcome — Bruce Reed

e Introduce co-chairs Melanne Verveer and Gene Sperling
e Ask participants to introduce themselves

e Thanks for the rapid response that agencies provided reviewing and commenting on the
report when we learned that the President would be covering philanthropy and nonprofit
partnerships in his weekly radio address. Because we wanted to make sure that we had an
opportunity to include everyone’s comments and discuss the themes and conclusions before
putting out the final version, the President announced that the report would be released later
this week.

e The radio address covered several of the key themes from the White House Conference on
Philanthropy that was held in October 1999. This conference focused on individual giving,
particularly relating to new givers. In a moment, we will have updates on two initiatives

. that grew out of the Philanthropy Conference in addition to this task force:
e The e-philanthropy conference in San Jose; and
e A Council of Economic Advisers report on charitable giving, which was released
this weekend.

e As most of you know, the executive memorandum creating this task force on nonprofits and
the government was also announced at that conference. This Task Force builds on the
Administration’s strong record of reaching out to nonprofits and working in creative and
collaborative ways, through White House leadership, the work of NPR and special efforts
throughout the agencies.

e We have been charged with:
e examining current partnerships between the Federal Government and the
nonprofit sector;
e developing a public inventory of “best practices” in existing collaborations
between Federal government agencies; and
e evaluating ways that these partnerships can be improved to help both
government and nonprofits better fulfill their missions.

e During our last meeting in August we heard from many of the agencies around the table
about exciting models of collaboration that are now being captured in a Task Force Report
. that is nearing completion.



e Based on this information, today we will focus on the barriers to collaboration and
highlight ways the government could be even more responsive to nonprofits. But first
we’ll get an update on the E-Philanthropy conference from Shirley Sagawa of the First
Lady’s Office, followed by a review of the CEA philanthropy report by Gene Sperling.

E-Philanthropyv — Shirley Sagawa

I11.

The “E-Philanthropy, Expanding Philanthropy Through the Internet Conference” was held
September 25 and 26™ in San Jose, California. An official project of the White House
Millennium Council in partnership with Independent Sector and many other national non-
profits and foundations, this conference was a follow-up to the first e-philanthropy forum
held in October 1999 as part of the White House Conference on Philanthropy.

(Cosponsors: AOL Foundation, Charitableway, Fidelity Charitable Gift Fund, Forum of
Regional Associations of Grantmakers, Independent Sector, National Charities Information
Bureau and the United Way of America. Associate Conference Partners were:
CharityWave.com, MissionFish.com and the National Endowment for the Humanities.)

The goal of the conference was to work toward resolving difficult issues (barriers) in ways
that are inclusive of all practitioners in philanthropy so the conversations result in
increased philanthropy using the internet, to support America's nonprofit organizations.

"Expanding Philanthropy" considered several key issues:

¢ What makes for successful partnerships between nonprofits and dot.coms?

e How can donors be persuaded to increase their giving through the internet?

e What issues inhibit giving? Security? Privacy? Lack of information about the nonprofit?
e How will online giving alter donor-grantee relationships?

The audience was comprised of participants from foundations, nonprofit organizations, donor
advisors, as well as dot.com and corporate executives responsible for philanthropy.

In conclusion, the conference heard that:

e There is no one single best way of doing philanthropy over the internet and many
different models exist;

e There is still a cultural divide between the nonprofit and for-profit sectors, but it can be
overcome by partnerships built on trust and mutual understanding;

e The potential for the medium is only just beginning to be understood;

e The individual donor/end user has to be kept in mind by all parties concerned.

CEA Report on Philanthropv — Gene Sperling

As a follow up to the 1999 White House Conference on Philanthropy, the Council of

Economic Advisers has prepared a report — released this weekend by the President as part of his

weekly radio address — that provides an economic analysis of philanthropic and the economy in



‘ the United States and discusses possible future directions for philanthropy, including ways to
encourage greater giving. This report shows that:

e Charitable giving reached a record high in 1999. In 1999 Americans donated over
$190 billion, up 41 percent since 1995. Giving has also increased sharply as a fraction of
the Gross Domestic Product, rising from 1.7 percent of GDP in 1995 to a forecasted 2.1
percent in 1999, the highest share of GDP in three decades.

e Growth in the wealth of the population explains much of this trend. Average net
worth for American families grew by more than a quarter between 1992 and 1998, and
average income increased 15 percent over the same period. Both income and wealth are,
not surprisingly, both strongly and positively related to the probability and amount of

giving.
The report also finds that:

¢ Individual giving accounts for the largest fraction of all charitable giving. In 1998,
70 percent of American households made a charitable contribution and individual giving
accounted for 85 percent of all philanthropy. The report also focuses attention on under-
recognized giving by minorities and women, as well as the need develop youth
philanthropy.

‘ e The new economy has also introduced changes in the methods of giving. Internet
sites now provide information about charitable organizations, help match donors with

causes, and provide a convenient way to make contributions. This new e-philanthropy
was emphasized at the White House Conference on Philanthropy as well as the follow up
conference that Shirley Sagawa discussed. Lessons leamed from the venture capital
sector are also being applied to philanthropy. Although still in their infancy, venture
philanthropy has the potential to increase the amount of giving and to improve the
efficiency with which grants are used by the recipients.

In terms of the future of philanthropy:

e The aging of the baby boom provides good news for philanthropy. Because both older
Americans and those with greater wealth give more, the aging of the baby boom and the
wealth of that cohort point to the likelihood of dramatic growth in giving. Speculation is that
charitable giving will increase by several hundred percent over the next couple of decades,
assuming that Baby Boomers follow the same generous tradition of giving in their older
years as their parents and grandparents.

¢ Nonprofit organizations are expanding outreach for charitable donations to previously
underutilized groups. The report shows that minorities are more likely to give when asked,
but are asked for donations much less frequently than whites. Further, innovative efforts to
involve youth in philanthropy, promise not only to increase giving immediately, but also to
. instill philanthropic values in young people that will increase giving for a lifetime.



IV.

e The Administration’s tax policies would likely also lead to increases in giving. Both

economic theory and empirical studies indicate that Americans respond to financial
incentives to give, and the tax deductibility charitable contributions encourages greater
giving. Although it looks unlikely that the Administration’s tax proposals to extend the
deductibility of donations to those who do not itemize on their income tax retums, and to
simplify other aspects of the tax code, will get passed this session, such policies would likely
result in further increases in giving.

Discussion of Nonprofit Report

Overview of the Report — Melanne Verveer

As many of you know, in preparation for the first meeting of the Task Force, staff from the
First Lady’s Office, White House Millennium Council, Domestic Policy Council, and
agencies represented on the Task Force met to develop a framework for analyzing model
partnerships, practices, and approaches for working with the nonprofit sector, and to identify
examples. In addition, staff held several meetings with individuals from the nonprofit sector
to hear their views about partnerships that have been effective from their point of view, as
well as ideas for recommendations that the task force might consider.

Based on the examples that agencies shared, both prior to the last meeting and during our
August discussion, five issues seemed to deserve further exploration: working with
nonprofits to mobilize around a shared goal, reaching out to the full spectrum of nonprofits,
leveraging resources, sharing information and working to build the capacity of our nonprofit
partners. Our writer, Carol Beach, has been tackling this enormous task of synthesizing the
array of examples we received and putting them into a larger framework that will help others
learn from our efforts and reflections. [ want to thank you for taking the time to review this
report and provide comments during the past week, and we look forward to getting any
further reflections here today for a final release later this week.

I’d like to quickly walk through the report. Since we talked about the specific examples at the
last meeting, we’d like to focus this time on the themes around which these examples are
clustered. We will also want to leave plenty of time to talk about barriers, recommendations
and next steps.

Discussion of Themes — Melanne Verveer to introduce; discussion jointly moderated

After some words by the President and First Lady and the introduction, the report provides
examples of a number of different themes:

Working toward shared goals — we found many examples of partnerships that entailed
federal leadership and local mobilization to achieve an outcome important to both the agency
and the group.



e Reaching out to a broader spectrum of nonprofits — we were pleased to see that agencies
have been finding new ways to work with faith-based organizations or small, grassroots
groups. In addition to providing access to govemment resources to new partners, these
efforts help federal agencies reach target populations that may have been underserved in the
past and bring new perspectives to the policy discussions in Washington.

e Leveraging resources — like most of these categories, this one cuts both ways — through
partnerships, federal agencies can provide credibility or seed money to help nonprofits
leverage outside foundation or corporate funding. On the other hand, nonprofits can also
help the govemment by serving in complementary roles to government functions, like the
Coast Guard Auxiliary, or bringing outside resources to a joint initiative. In some cases, the
President has recognized that a particular challenge is best met by complementary efforts
within and outside of government, like the Welfare to Work Partnership or the National
Campaign to Prevent Teen Pregnancy.

e Sharing information — another group of examples seemed to focus on information
collection and dissemination, including use of both the Interet and grassroots networks to
get information out to the public.

o Improving the effectiveness of nonprofit organizations — through the Vice President’s
Reinventing Government efforts, many agencies have made great strides at simplifying
application and reporting requirements and making it easier for nonprofits to connect with
the government as grantees, partners or advisors and promoting collaboration among
nonprofits. Agencies also have strong networks to provide training and technical assistance
to nonprofits, and can use government contracting to help build an organization’s capacity.
In addition, the federal government can provide financial and human resources to groups.

Although we were not able to include every example of the many, many submissions we
received, do these topics seem to cover the bases?

Are there other types of collaborations that you think should be captured, either as a major
category or a subcategory?

Discussion of Barriers/Conclusions — Gene Sperling to introduce; discussion jointly
moderated

e Through our consultation with representatives of the federal agencies and a variety of
nonprofits, we identified several successful practices as well as barriers to effective
partnerships between government and the nonprofit sector. We’d like your feedback to let us
know how we can further develop these sections of the report.






e Opportunities for early involvement in policy development.

e Paperwork and requirements can be overwhelming; need to continue reinventing
government effort.

How have you already started to tackle these problems? Could other agencies use your
approach?

How can we institutionalize better communication and access to information for
nonprofits dealing with federal agencies?

[GENERAL DISCUSSION]

Future Policy Directions

Some conclusions that we’ve heard so far in conversations about future policy directions
include:

e Qreater attention is needed to the overall health of the nonprofit sector.

e The federal govermment should explore whether any programs currently assisting small
business should be open to nonprofit organizations.

e A study should be undertaken of possible additional assistance to nonprofit organizations
that could be facilitated by the federal govermment.

e Different structures for housing this function should be explored, such as tasking an
existing agency with the responsibility.

e In particular, attention should be paid to the sector’s technology needs, including training,
before the “digital divide” leaves behind many nonprofit organizations.

Which of these topics resonate with you? What else would you add to this list? How
would you suggest accomplishing these?

[GENERAL DISCUSSION]

Next Steps — Bruce Reed

For those of you who may be moving on during this time of transition, [ would strongly
encourage you to pass along your enthusiasm and knowledge in this area, and where it is
possible, to build these partnerships with nonprofits into your Department’s routine
operations. We have made great strides in the Clinton-Gore Administration, and it is
important that those efforts continue and grow.
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Philanthropy in the American Economy
A report by the Council of Economic Advisers

Executive Summary

As a follow-up to the 1999 White House Conference on Philanthropy, this report provides an
economic analysis of philanthropic behavior in the United States. It discusses trends in giving
over the past several decades and highlights the economic explanations behind the observed
increase in donations. The report also discusses possible future directions for philanthropy and
how even greater giving might be encouraged. Among its main findings are:

e Charitable giving reached a record high in 1999. In 1999 Americans donated over $190
billion. This represents an increase of 41 percent since 1995. Furthermore, giving has increased
sharply as a fraction of the Gross Domestic Product, rising from 1.7 percent of GDP in 1995 to
2.1 percent in 1999.

e Growth in the income and wealth of the population explains much of this trend. Average net
worth for the sample of families we analyze grew by an estimated 28 percent between 1992 and
1998 and average income increased by 15 percent over the same period. Both income and
wealth are strongly positively related to the probability and amount of giving.

e Individual giving accounts for the largest fraction of all charitable giving. In 1998, 70 percent
of American households made a charitable contribution and individual giving accounted for 85
percent of all donations. Although the largest fraction of giving is attributable to individuals, the
fastest growing component of philanthropic activity was giving by foundations, which rose by 72
percent from 1995 to 1999.

o The elderly are more generous donors than any other age group. Controlling for differences in
income and wealth, those aged 65 and over are approximately 25 percent more likely to make a
charitable contribution than younger individuals, and when they do give, they give $500-$600
more per year on average. Furthermore, because these calculations do not include charitable
bequests, the true difference in the total amounts given by the elderly and the non-elderly is
likely to be even larger.

e Single women are more likely to give than single men. When differences in economic
resources are accounted for, single women are significantly more likely to make charitable
contributions than are single men. Within the population of unmarried women, women who have
never been married are more likely to give than widowed or divorced women.

e African Americans are more likely to give than whites. After accounting for differences in
income, wealth, and education, African Americans are more likely to make charitable
contributions than whites, and on average give approximately the same amount as white
Americans. Other evidence suggests that minorities are under-used resources with respect to
philanthropic giving.



e The New Economy has brought changes in the methods of giving. The Intemet has affected
philanthropy as it has so many aspects of American life. Intemet sites now provide information
about charitable organizations, help match donors with causes, and provide a convenient way to
make contributions. Lessons leamed from the venture capital sector are also being applied to
philanthropy. Although still in their infancy, these developments have the potential to increase
the amount of giving and to improve the efficiency with which grants are used by the recipients.

e The aging of the baby boomers is good news for philanthropy. Because both older Americans
and those with greater wealth give more, the aging of the baby boomers and the wealth of that
cohort point to the likelihood of a dramatic growth in giving, perhaps increasing by several
hundred percent over the next couple of decades.

e The Administration’s tax policies will likely also lead to increases in giving. Both economic
theory and empirical studies indicate that Americans respond to financial incentives to give.
Through the tax deductibility of charitable contributions, both inter vivos gifts and bequests are
increased in number and size. Recent proposals to extend the deductibility of donations to those
who do not itemize on their income tax returns, and to simplify other aspects of the tax code, will
likely result in further increases in giving. Evidence suggests that eliminating the estate tax will
decrease charitable bequests.




INTRODUCTION

The tradition of philanthropy in the United States is as strong as ever. Americans
donated a record $190.2 billion in 1999. Adjusted for inflation, this represents a 41 percent
increase just since 1995, and a more than doubling since 1980. Americans also gave generously
of their time, although volunteerism is not the focus of this study. In 1998, citizens gave an
estimated 20 billion hours volunteering for charitable organizations. In fact, over half (56
percent) of adults volunteered that year, the highest percentage in at least a decade. These gifts
of both time and money help support an estimated 1.6 million nonprofit organizations and
religious congregations in the United States.

Philanthropy is at an important crossroads in its development. As our nation becomes
more diverse, women and minorities will likely play a more prominent role in charitable giving.
Technology is also changing philanthropy, with the Internet providing new ways to give.
Moreover, new strategies are being used to increase the efficacy of charitable work, such as path-
breaking partnerships between nonprofits, government, and business, as well as new concepts in
giving such as those embraced in "venture philanthropy."

In October 1999 the President and the First Lady hosted the White House’s first
Conference on Philanthropy to highlight these trends in giving, and to emphasize the importance
of our philanthropic tradition and the responsibility of all Americans to teach and sustain that
tradition. At the conference the President asked the Council of Economic Advisers to prepare a
report on the role of philanthropy in the economy and on ways to encourage Americans to give
more.

This report provides that assessment. It begins with an overview of recent trends in
giving, pointing to the rise in giving relative to the size of the economy in recent years. At the
same time, however, the report provides a cautionary analysis of individual giving, suggesting
that Americans may not be inherently more generous than they have been in the past. In
particular, the amount that people give at any particular level of income and wealth appears to be
about the same as in the past, but the sheer amount of wealth has increased dramatically, leading
to an increase in charitable donations. The New Economy and the explosion of wealth have also
fostered new methods of giving that may result in even greater contributions in the future. To
ensure that the current high levels of giving continue even in times of slower economic growth, it
is important that we invest now in strategies that encourage future philanthropic behavior.



RECENT TRENDS IN GIVING

As background for further analysis, this section provides a concise overview of important
recent trends in charitable giving.

Overview

Philanthropic giving rose by over 40 percent between 1995 and 1999, to $190 billion.
This was faster than aggregate economic growth, and giving as a share of GDP has
increased to levels close to those last seen in the 1960s.

Total philanthropic giving has risen strongly in the past 5 years, increasing over 40
percent from $134.7 billion in 1995 to $190.2 billion in 1999, using inflation-adjusted 1999
dollars (see Chart 1).! This increase is equally impressive when compared to measures of
economic growth. Since 1995, growth in charitable giving has outpaced even our strong
economic growth with the aggregate level of giving rising relative to the Gross Domestic Product
or GDP (see Chart 2). This recent increase has reversed a decline in the early 1970s that left
charitable giving fluctuating in a range roughly around 1.75 percent of GDP for two decades. At
a ratio of 2.1 percent in 1999, giving as a share of GDP has nearly returned to the highest levels
of'the 1960s.

Chart 1. Total Giving, 1960-99 Chart 2. Giving as a Share of GDP, 1960-99
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Sources of Giving

Individual giving remains the primary source of American philanthropy, while gifts by
foundations have shown the fastest growth.

Including both inter vivos gifts and bequests, individuals accounted for nearly 85 percent
of all giving in 1999, with the rest coming from foundations and corporations (see Chart 3). Total
individual giving also accounted for the majority of the $55.5 billion increase in giving in

' The Independent Sector, Giving USA, 2000. For our calculations in this report, nominal figures were inflation-
adjusted using the CPI-U-RS series where available (1977 to 1999) and the CPI-U series for prior years. Giving
USA uses the CPI-U series only, so the inflation-adjusted figures presented in that report differ somewhat from those
presented here. When citing other research, we use the CPI-U in an attempt to be consistent with the assumptions of
these studies.




between 1995 and 1999, rising by $44 billion over this period, or approximately 40 percent.
However, the fastest-growing component of giving was giving by foundations, which increased
by 73 percent from $11.47 billion in 1995 to $19.8 billion in 1999. Since 1960, giving by
foundations has increased fivefold.

There has also been a large increase in giving by corporations, which increased by more
than 38 percent between 1995 and 1999 (see Chart 4).

Chart 3. Sources of Giving, 1999 Chart 4. Trends in Real Giving by Source
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Explanations for the Increase in Foundation Giving

Several economic factors have contributed to the growth in foundation giving. First,
stocks comprise a large share of foundations’ portfolios, particularly among foundations with the
greatest assets. As the value of stocks increased sharply during the 1990s, the assets of
foundations did as well. Because private foundations must donate 5 percent of the value of their
assets each year to maintain their tax-exempt status, as the value of their endowments grew, the
amount given by foundations also increased. Second, the continued low inflation rate helped
maintain the real value of multi-year grants denominated in nominal dollars. Third, a substantial
number of new foundations were established. Over half of all large foundations currently in
existence were founded after 1980, and 30 percent were created after 1990. These newly active
foundations were responsible for 20 percent of the growth in foundation giving between 1997
and 1998.

2 Of course, all philanthropy can be traced back to individuals. In addition to providing direct gifts to nonprofits and
charities individuals provide the seed money for foundations, and employees or other stakeholders provide the
resources for corporate giving. To the extent that foundations redistribute the funds received from individuals in the
same year in which they are received, there will be a double-counting of donations—both the donation to the
foundation and the foundation’s subsequent donation to a charitable cause will be included in total giving. An
approximation of the extent of this over-counting can be derived by assuming that foundations give away 5 percent
of any increase in endowment. Subtracting 5 percent of the value of individual gifts to foundations from the total
giving by foundations yields a reduction in giving by foundations in 1998 of approximately $1 billion.




Implications

Philanthropic activity as a percentage of GDP increased sharply in the second half of the
1990s with the majority of this growth coming through increases in individual giving. This rapid
increase has allowed the nation to match the generous rates of giving as a fraction of GDP last
observed in the 1960s. If we are to maintain these rates and avoid the declines experienced in the
1970s, it is critical that we leamn more about both individual giving and the increasing
prominence of foundations.

As subsequent sections of this report will show, the strong economy is a key determinant
of these trends. During the 1995-99 period, the economy grew at an annual rate of 4.1 percent,
the unemployment rate averaged 4.9 percent, and inflation remained low. Wealth also increased
dramatically. Adjusting for inflation, the average net worth of American families increased from
$224,800 in 1995 to $282,500 in 1998. These factors helped give Americans greater financial
resources to spend, invest, and donate to the causes they support. The rising stock market also
increased the assets of foundations, and because of legal requirements on distributions, the
amount foundations have given.

In addition to assessing the extent to which the growing economy has contributed to the
increase in philanthropy, we also examine the possibility that the increase in giving may reflect,
in part, a new, more generous attitude towards philanthropy. We find little evidence to support
this hypothesis. Because this enormous increase in giving was accomplished with little if any
change in individual generosity, initiatives designed to instill a greater desire to give remain a
potentially fruitful avenue to explore in an effort to increase.giving further.

THE CHARACTERISTICS OF INDIVIDUAL GIVERS
Economic Means and Household Giving

Personal giving is broadly based, with generosity displayed by families at all levels of
income and wealth. In terms of the total value of charitable giving, however, a
disproportionate share comes from those with high incomes or considerable wealth.

Charitable giving in the United States is a tradition practiced by a broad segment of the
population. In 1998 an estimated 70 percent of households reported making a charitable
contribution. Even among those with incomes under $10,000, almost half (48 percent) made a
donation and the proportion of givers reached nearly 90 percent for families with incomes greater
than $100,000.

The breadth of charitable activity and the variation in the resources of the donors suggests
that charitable giving can best be understood by examining behavior on an individual level. To
do so, we draw on the Federal Reserve Board’s Survey of Consumer Finances (SCF) using data







be in stocks. If these gains have not yet been realized, wealthy individuals may not yet have
increased their giving in response to their newfound wealth. This hypothesis suggests that the
giving of the wealthiest Americans may increase in time.

Chart 6. Income, Wealth, and Giving by Quintile ~ Despite the smaller share of net worth given to
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The Relationship between Income and Wealth, and Charitable Giving

Many factors affect the decision of how much to give. When we take into account a broad array
of personal characteristics, we find that changes in both income and wealth play a significant
role in defining recent trends in giving. Also, we find no evidence to support the view that
increases in giving have been driven by changes in tastes or preferences, leaving open the
possibility of future changes in this direction.

The previous section separately examined the relationships between charitable giving and
the income and wealth of families. To obtain a more accurate understanding of the factors that
influence philanthropic behavior, it is necessary to take into account simultaneously a broad
array of characteristics. Ignoring important determinants of giving will likely lead to incorrect
conclusions about the observed relationships. For example, giving as a percent of GDP has risen
(Chart 2). Based on this observation alone, one might argue that Americans have become more
generous, in that they are giving a greater fraction of their incomes to charities. However, this
simple conclusion ignores changes in factors other than income that may have contributed to this
rise. In particular, it ignores any effect of the recent increases in wealth.

Beyond income and wealth, giving may also be influenced by factors such as gender,
race, age, and education - we control for these factors in our analysis.6 Furthermore, because the
data cover a span of years, we can also examine differences in giving over time, exclusive of
changes in these other factors. If there are overall increases in the propensity to give and/or the
amount of gifts that are not explained by the observable characteristics, one could begin to

negative income who make contributions. To avoid the difficulties associated with these calculations, Chart 5 uses a
restricted sample. The numbers for the lowest quintile should therefore be viewed with caution.
5 As noted in above, a substantial fraction of total contributions (5-10 percent) are not captured in the SCF because
of the $500 minimum. Thus the fraction of income and wealth donated is underestimated. If these smaller
contributions come disproportionately from the lowest income (or wealth) quintiles, then giving as a share of income
gwealth) will be even higher fractions among these groups relative to the other quintiles.

The regression analysis uses nonlinear specifications for income, wealth, age, and education, and also includes
controls for marital status and number of children.




contemplate the possibility of an increase in generosity. However, any observed changes in
giving over time could also be due to changes in factors not included in our statistical model,
such as changes in government transfers, tax laws, or expectations about future economic
conditions.

One of our key findings is that wealth and income have independent effects on giving;
charitable donations increase in response to increases in either variable. Because both income
and wealth have increased throughout the period of analysis, some of the observed increase in
charitable giving highlighted in Chart 1 is attributable to a “income effect” and some to a “wealth
effect.”

At the same time, however, we do not find any evidence of an increased preference for
giving over time. Rather, we find subtle indications that preferences for giving may have actually
decreased slightly between 1989 and 1995, before rebounding in 1998. Thus there remains the
potential to build on recent increases in giving by improving attitudes about giving.

Beyond the roles of income and wealth, our findings shed light on the variation in giving
by age, education, race and ethnicity, and sex. We find that the relationships observed in our
multivariate analysis differ substantially from the conclusions drawn based on simple cross-
tabulations of the data. We now discuss these results.

Age

Older families (in which the family head is aged 65 or over) at every level of income are
generous givers. Holding constant differences in financial resources, they are more likely to
make a contribution than younger families, and when doing so, give a larger amount.

The aging of the American population has been highlighted in discussions about the
future of Social Security and the impending difficulty of supporting a large population of retired
individuals. For charitable organizations, however, this trend may provide substantial benefit.

Preliminary results from the forthcoming Giving and Volunteering 1999 demonstrate a
substantially lower propensity to give among those under age 35, but no clear age trend
thereafter; the probability of making a contribution peaks at 78 percent for the 65-74-year-old
age group, but is nearly identical to the 77 percent for those ages 45-54. Similar patterns are
found with respect to the amount. While the probability of giving and the levels given are
similar across ages, there is a monotonic increase with age in giving as a fraction of income. This
figure rises from 1.5 percent for those ages 25-34 to 2.5 percent for those 65-74. Those aged 75
and over contribute an astounding 4.6 percent of their income.

A stronger, relationship exists between age and the probability of a charitable
contribution in the SCF data. The percent of households making a donation peaks at 40 percent
for those ages 45-54 and falls slightly to 34 percent for those ages 75 and over. The difference
between the age patterns in the Giving and Volunteering data and the SCF data in part reflects
the $500 lower limit on giving in the SCF, but also may reflect changes over time. Data from



Chart 7. Amount Given by Head of Household Age ~ Giving and Volunteering 1996 show a similar
5000 pattern to that in the SCF data. Because our SCF

(3 data are compiled from the 1989, 1992, 1995, and
g 1998 surveys, the patterns in giving for 1996
§ 2000 reported in Giving and Volunteering may more
z closely match the SCF data. Among those who
g 2000 make a charitable donation in the SCF data, the
;.3, amount increases with age, from $2,536 for those
§ e ages 35-44 to $4,423 for donors ages 75 and over
0 (see Chart 7).
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One would not want to conclude solely from
these descriptive results that the elderly are more generous than the non-elderly; there are also
large differences in income and wealth by age that need to be controlled for. Few elderly are
employed, and they therefore have lower incomes than the working age population, while at the
same time they may have more wealth. Conversely, younger people in the early stages of their
careers may have relatively high incomes but little wealth. However, even controlling for these
and other variables, we find that the elderly do appear to be more generous; both the probability
and the amount of giving increases monotonically with age. Those age 65-74 are 24 percent
more likely to make a gift than those aged 45-54 and conditional on making a gift, contribute
$460 more on average. Those aged 75 or older are even more likely to give (28 percent more
likely than those aged 45-54) and give $620 more on average. Furthermore, because reported
gifts in the survey do not include bequests, the total amount of giving in the older age brackets
will be even higher than reported.

Individuals in the age group 25-34 are significantly less likely to make donations than
those ages 45-54, but those who do give similar amounts. On the one hand, one would imagine
that a 30-year-old with the same levels of income and wealth as a 50 year old should be better off
in lifetime terms, having many more years over which to experience growth in earnings and
wealth accumulation. On the other hand, this group is also facing many demands on their
financial resources, including those of supporting children. Their relative ability to make
donations is therefore unclear.

While the elderly do appear to be more generous than other age groups, it is impossible to
infer from these statistics whether the current young will be equally generous when they reach
their retirement years, or whether the current cohort of elderly has always been exceptionally
willing to give. However, the relatively low rate of giving among younger families does suggest
that recent initiatives to simulate giving among the young may be well directed.

Education
Giving is significantly higher among more educated households in terms of the percentage of

households making contributions, the dollar amount of those contributions, and the percentage
of household income donated.
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Based on preliminary figures from Giving and Volunteering 1999, 61 percent of
respondents with a high school degree or less reported making a donation in 1998, up from 59
percent in 1995. Among donors, the average household in this group gave $584 or 1.7 percent of
household income. A higher share (72 percent) of households with some college education, but
not a degree, reported making a donation, with an average level of giving among donors of $963,
or 1.9 percent of household income. However, the fraction of this group making a donation was
lower than in 1995. Giving was even higher for those with a college degree: 82 percent of
households gave an average of $1,748, or 2.5 percent of household income—nearly 50 percent
higher than for those with only a high school degree. An identical trend of higher giving among
those with more education is found in the SCF data.

Of course, more educated households also tend to be higher income, higher wealth
households. So much of the relationship between giving and education may be picking up the
effects of financial status rather than those of education. When holding income, wealth, and other
factors constant, we continue to find a strong positive relationship between education and giving.
If the head of the household has a college degree, then the family is both more likely to give and
tends to give greater amounts. This result indicates that there is a separate effect of education in
addition to the effects of income and wealth. Two hypotheses are consistent with this finding.
First, education itself may instill a greater “preference” for giving as one learns more about the
world. Altematively, college graduates may have lifetime eamings prospects that are not fully
represented by their current income and wealth. Holding income, wealth, and age constant, a
college graduate may expect greater future income than a high school graduate and may
therefore be more comfortable giving a larger amount. Unfortunately, our data do not allow for a
test of either explanation.

Gender

Patterns of giving for women differ substantially by marital status. Never-married women give
more often and greater amounts than single males, while widowed or divorced women give less.

Examining differences in giving by gender is complicated by the fact that surveys report
a single response for a household. This is true in both the survey used to collect data for the
Giving and Volunteering reports and in the SCF. In these cases it is impossible to distinguish
between the philanthropic behavior of husbands and wives. To identify the relationship between
gender and giving we therefore categorize respondents as married couples, single males, or
single females, and compare the actions of single males and single females. Our results show that
single females are equally likely to make a transfer as married couples, but single males are
significantly less likely to do so. With respect to the amount given, single females give less than
single males, but the difference is not significant.

Much attention has recently focused on women and philanthropy (see box). We therefore
look more closely at the pattemns of giving for women. We subdivide the category of single
women into two groups, those who are widowed or divorced, and those who have never been
married. The results show that never-married women are actually somewhat more likely to give
than couples although the estimated difference is not significantly different from zero, while
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widows are less likely to give. Similar pattems are evident for the amounts: single women give
slightly more than widows, but the difference is not significant. While these differences control
for the number of children, there may be other factors in family relationships that affect giving
for which we do not control. Depending on the underlying cause of the observed difference,
outreach programs designed to encourage giving by women might be most effective if targeted at
widowed women.

Women & Philanthropy

American women have the potential to become leaders in philanthropic giving. Currently
they control more than S1 percent of the personal wealth in the United States and own a third of
all privately held businesses. Furthermore, because women typically outlive their husbands, they
are projected to inherit many trillions of dollars in the coming decade. This untapped potential
represents an important opportunity for the philanthropic community.

Women'’s giving patterns have traditionally mirrored those of their husbands; however, a
shift in behavior has begun, with women becoming more involved in giving. Younger women in
particular are more likely to make their own choices with respect to charitable giving, and there
is reason to believe that as older women become more confident in financial management skills,
they too will begin to act independently.

Organizations are beginning to reach out to encourage philanthropy among women, with
many colleges and universities leading the way. Institutions are expanding efforts to not only
encourage women'’s giving, but also to study, understand, and support women’s philanthropy. In
1992 the University of California, Los Angeles (UCLA) established “Women & Philanthropy at
UCLA”. As part of its mission it encourages women to give, helps women tailor their giving to
areas that suit their own interests, and helps women develop the skills necessary to assume
leadership positions on campus. Members of the Women & Philanthropy program are provided
opportunities to meet with UCLA researchers and to attend special campus events. The program
has been a success, raising over $20 million in the 1999 fiscal year alone. Many other
institutions, including Oklahoma State University, the University of Missouri at Kansas City, and
Purdue University, have similar programs.

Anecdotal evidence suggests that women are motivated to give by different factors than
men, in particular, women appear to be less interested than men in giving publicly. A recent
survey by the Committee of 200, a group of successful business women, found that just 3 percent
of women donors indicated that they would be interested in having a building named in their
honor or even a plaque engraved with their name, while 40 percent preferred no recognition.
Instead of publicity, women often cite personal gratification or having an impact as the
motivation for giving. In accordance with these principals, women prefer to maintain contact
with the projects they fund and with the people involved. They also tend to direct their gifts
towards specific purposes such as athletic teams, women’s scholarships, and specific facilities (a
new concert hall or a women’s gymnasium, for example) rather than to endowment campaigns.
However, as women take on new roles in the business world and learn more about philanthropy,
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this distinction between men and women appears to be fading. In a 1999 follow-up to a 1992
survey, UCLA’s Women & Philanthropy group found that women are becoming less likely to
give solely because they are interested in the cause, and are beginning to treat philanthropy in a
more business-like manner.

Race and Ethnicity

Evidence suggests that contributions differ by race and ethnicity. When adequately accounting
Jfor differences in economic status, African Americans are more likely to give than whites, and
the amounts given are similar for the two groups. This conclusion contrasts sharply with results
obtained when differences in financial resources are ignored.

Despite significant increases over the past 8 years in the household incomes of minorities,
there remains a substantial gap between the economic resources of African Americans and
Hispanics and those of whites. This gap is likely to be reflected in the amount of donations that
families can afford to make. When ignoring these important differences in resources it does
appear that both African American and Hispanic families are less likely to give and give less
than white families. Preliminary results from Giving and Volunteering 1999 show that 75 percent
of whites reported making contributions in 1998 compared to 52 percent of African Americans
and 63 percent of Hispanics. Because African Americans and Hispanics on average have lower
income and wealth than whites and are therefore likely make smaller donations, one would
expect the $500 minimum on giving in the SCF to miss more minority giving.’ In fact, giving by
all groups is lower in the SCF than in Giving and Volunteering 1998, and the percentage change
is the largest for Hispanics. Thirty-five percent of whites in the SCF made a donation, compared
to 21 percent of African Americans and 12 percent of Hispanics. The dollar amounts given in
the SCF also differ by race/ethnicity. Whites gave an average of $3,356, African Americans gave
$2,459, and Hispanics $1,627.

When differences in income, wealth, schooling, and other observable characteristics are
taken into account, these conclusions change dramatically. With adequate controls for economic
status, our analysis shows that African Americans are actually significantly more likely to give
than whites. Hispanics remain significantly less likely than whites to have made a contribution.®
Among those who do give, African Americans give slightly larger amounts than whites, but the
difference is not statistically significant. This dramatic change in the pattern of giving by race
when a broad array of characteristics is controlled highlights the importance of multivariate
analysis. In particular, if we ignore the differences in wealth levels in our analysis, as is done in
many studies, but control for the other variables, the slight difference between African American
and white giving is attenuated.

7 We caution the reader that our conclusions about racial and ethnic differences are based on analyses of relatively
small samples.

8 However, because the difference between the SCF and the Giving and Volunteering numbers for the fraction of the
population making a gift is significantly larger for Hispanics than for whites or African Americans, it appears that
measures of Hispanic giving are more sensitive to the $500 cut-off, and giving may be substantially underreported.
Therefore, we view the results for Hispanics with caution.

13



Factors other than differences in financial resources and schooling are also likely to be
important in explaining the difference in giving across racial and ethnic groups. Differences in
exposure to opportunities to give and the desired beneficiaries of charitable giving are also likely
to matter. Giving and Volunteering 1996 reports that African Americans and Hispanics are asked
to give much less often than whites. One study reported that Hispanics receive an average of 15
to 20 requests for donations per year compared to 300 for other groups. And yet, another study
found that when asked, African Americans and Hispanics were more likely to respond positively
to a request than whites. If solicitations serve to increase giving, then organizations are
overlooking an important resource by not soliciting donations from African Americans and
Hispanics at greater rates.’

Experts on philanthropy in minority communities have also argued that minority giving is
less likely to be included in existing data on giving because much of it is done informally. For
instance, many Hispanics send remittances to extended family in other countries; estimates are
that Hispanics living in the United States send at least $3 billion per year to Mexico alone. By
excluding this type of giving, the survey data used in published studies may underestimate giving
by Hispanics relative to other groups.w

Even within the formal philanthropic sector, minorities choose different recipients than
do whites. They are less likely to contribute to endowment campaigns, and instead focus their
giving on religious institutions and organizations or on efforts that meet pressing needs. The low
participation of minorities in formal philanthropic giving is potentially a result of the services
provided by many charitable organizations. In 1997 just under 8 percent of all foundation grants
went to minority concemns. Thus one way to motivate minorities to give more is to provide
increased opportunities to give to organizations that more directly address their concems. One
organization that does appear to attract a significant amount of gifts from minorities is the United
Way. In a 1996 survey 26 percent of whites, 30 percent of African Americans, and 24 percent of
Latinos reported making contributions to the United Way in the previous 12 months."’

Minorities, like women, have less of a history of giving to formal philanthropic
organizations. This implies that outreach activities aimed particularly at these communities, like
those discussed earlier that target women, may yield increases in giving. Some organizations are
beginning to understand the potential. Fundraising programs using Spanish language materials
and foundations using their grants to fund programs in Hispanic communities have had
increasing success. These efforts indicate that by addressing the needs and concems of
minorities, charitable institutions can substantially increase the contributions of these groups.l2

% The direction of the relationship between solicitations and giving is not clear. As noted later in the paper, it may be
that organizations ask for contributions from those who are more likely to give (perhaps because of financial
capabilities) or who have given generously in the past.

' Giving USA Update, Issue 2, 1999.

"' Ibid.

2 Henry Ramos, “Latino Philanthropy: Expanding US Models of Giving and Civic Participation,” 1999.
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Bequests
Among the very wealthy a large fraction of charitable giving is done through bequests.

Because the statistics in the previous section are derived from survey respondents, there
is no infornation on the distribution of bequests. We therefore know much less about trends in
charitable bequests for representative samples of the population than we do about inter vivos
giving. Instead of surveys, past studies of bequests have drawn on data from estate tax retums.
These tax returns are filed only by estates that have made bequests and taxable gifts which total
to more than the tax-exempt limit ($675,000 in 2000). While these estates are not representative
of the estates of all decedents, they are likely to be responsible for the vast majority of charitable
bequests.

For many wealthy individuals, bequests are an important mode of philanthropic giving.
In 1992 only 19 percent of estates filing tax returns made a charitable bequest, but the total
amount given was $10.0 billion (inflation-adjusted 1999 dollars), equal to 8.5 percent of the total
net worth of the estates and significantly higher than the fraction of income or wealth given in a
particular year. Furthermore, among those who did make a charitable bequest, a significant
fraction of the estate was donated with bequests equal to 27 percent of net worth.'

The magnitude of charitable bequests made by the wealthy often surpasses their inter
vivos giving in magnitude. Using estate and income tax return data, a recent study finds that, on
average, wealthy decedents gave $8.9 million (inflation-adjusted 1999 dollars) to charities at
death, compared to just $3.1 million during the 10 years prior to their death. For the wealthiest
segment of the population, those with estates valued at more than $100 million, bequests
accounted for 78 percent of charitable giving over the final 10 years of life."*

As with inter vivos giving, there are differences in bequest behavior by gender. Because
wives typically outlive their husbands, female decedents are much less likely than male
decedents to be married at the time of death, and to leave assets to a surviving spouse. Likely
because of this difference, females leave a greater fraction of their estates to charity. In 1992
female decedents left 10.1 percent of their net worth to charity on average, compared to 7.5
percent for males. This difference in philanthropic behavior between males and females reverses
when one examines only the behavior of those who have already lost their spouse; widows left
12.1 percent of their net worth to charity while widowers left 12.6 percent.lS

Summary
Income and wealth are important determinants of charitable giving. Over the past decade

income and wealth have increased substantially with charitable giving following suit. Because
we cannot guarantee equally strong economic growth into the indefinite future, further increases

3 Internal Revenue Service, “Statistics of Income Bulletin,” Winter 1996-97.

" David Joulfaian, “Charitable Giving in Life and Death,” forthcoming in William Gale and Joel Slemrod, editors,
Rethinking Estate and Gift Taxation (2000).

5 IRS, Winter 1996-97.
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in philanthropic behavior can perhaps best be attained by tapping under-used groups: ‘
encouraging giving among the young, widows, single men, and minorities. We retum to this

issue in the final section of the paper.

RECIPIENTS OF CHARITABLE GIVING

Contemporary philanthropy supports a wide range of activities and causes. As the amount of
charitable giving has grown, there have also been changes in the way in which money is
distributed to the various types of philanthropic organizations.

Religion is by far the single largest recipient of contributions, while gifts to foundations

are the fastest growing.

Chart 8. Recipients of Giving, 1998
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Chart 9. Change in Share of Giving, 1990-98
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Based on data from Giving USA 1999,
Religion is by far the single largest recipient of
charitable giving, with about 44 percent of giving in
1998 going to religious organizations.”S Education
is the second largest recipient but trails religion
significantly, with receipts of $27 billion in 1999,
compared to $82 billion for religion in the same
year.

Although the amount given to religion
remains large, its relative importance has
diminished recently. In contrast, gifts to
foundations have experienced tremendous growth,
increasing by 313 percent in real terms between
1990 and 1998. Indeed, 29 percent of the rise in
total giving between 1990 and 1998 came from
greater gifts to foundations, while such gifts were
responsible for only 6 percent of the increase during
the 1980s. In 1998 approximately $10 out of every
$100 donated in the United States went to
foundations, up from less than $4 in 1990. As a
result of the relatively slow growth rate in religious
giving and the rapid growth in other categories,
religion’s share of total giving fell over S

percentage points in the 1990s, while the share going to foundations increased about 8

percentage points.

In addition to foundations, the shares of giving to two other categories—education and
public benefit organizations—had significant but less dramatic increases. Giving to education

'® Little of what is given to religious congregations is redistributed elsewhere. While approximately 86 percent of
the revenue of religious congregations is derived from contributions, 82 percent of expenditures are for operating

expenses or capital improvements.
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Men and women support different types of organizations: women are more likely to give to social
services and males are more likely to leave bequests to foundations.

The limited evidence on the subject suggests that women donate to different causes than
men. A recent small-scale study of the giving patterns of wealthy donors found that women are
much more likely to support social services than men, with almost half of women respondents
reporting a contribution in this area, compared to only about a fifth of men. In contrast, men
were more likely to support education, with three-fourths making a donation to education,
compared to only 57 percent of women. The study also found that women were more likely to
support cultural activities and the environment, while men were more likely to donate to religion.
Both sexes supported health about equally.

Differences in giving also exist for the distribution of charitable bequests. Women are
more likely to bequeath assets to educational, medical, scientific, and religious organizations and
less likely to leave their wealth to private foundations. In 1992, 35 percent of charitable bequests
by female decedents went to educational, medical and scientific organizations, and 14 percent to
religious organizations, compared to just 22 percent and 5 percent for males. In contrast, only 19
percent of the charitable wealth bequeathed by females went to private foundations, while this
figure was twice as large for males.

MOTIVES FOR PERSONAL GIVING
Motives for Giving

Beyond these demographic and economic characteristics, a more complicated set of
issues relates to the personal motivations for giving. While any analysis of the motivations of
givers 1s necessarily speculative, here we draw on both responses to survey questions about
reasons for giving and analyses of economic behaviors to address the issue.

Survey evidence shows that important motives for giving include a desire to help others and to
give back to society. Financial incentives arising from tax law are also important.

Chart 11. Major Motivations for Giving and
Volunteering
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'® Although not analyzed in this paper, Americans are generous with their time as well as with their money. In 1998
an estimated 20 billion hours were spent volunteering for charitable organizations. In fact, over half (56 percent) of
adults volunteered that year, the highest percentage in at least a decade.
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active in a religious organization, and being active

Chart 12. Percent of Adults who Donated in in student government, appear to encourage later
151‘.33 by Participation in Activities during Youth philanthropy (see Chart 12).
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duringyouth  volunteer youthgroup befongto  Individuals may report one answer because they
Autogadl youhgrop  pelieve that is the way in which they should behave,
when they are actually motivated by some other factor. For example, individuals may think it is
“better” to report that they give to “help those with less™ than to report that tax incentives are
driving their behavior. As an altemative to direct questioning, an analyst can attempt to infer the
underlying motivation by examining actual behavior. Economists have used this method to focus
on the role of several factors that have the potential to affect charitable giving. One important
factor is the financial resources of the potential donors. This relationship was examined in detail
in a previous section. A second factor is the cost or price of giving. Because households who
itemize their income tax deductions can deduct charitable contributions, a one-dollar donation
actually reduces the disposable income of the donor by less than one dollar. Through this
mechanism the government in effect subsidizes charities. Holding income and wealth constant,
charitable giving would therefore be expected to rise when tax rates rise. The third economic
factor can be thought of as the “demand for charitable contributions,” or the perceived needs of
potential beneficiaries. For example, if poverty rates rise, giving to human services may increase
as donors see a greater need for their contributions.

Economic research shows that tax incentives encourage charitable giving, although the long-
term effects are smaller than the short term.

In 1999 over 32 million taxpayers took advantage of the itemized deduction for charitable
giving, costing the federal government $26.5 billion in lost tax revenue.”’ This deduction serves
to subsidize the activities of private organizations that may provide altenatives to direct
government transfers. This tax-based subsidy is an efficient way of funding the activities of
recipient organizations if the total given to these charities is greater than the cost to the
government in terms of foregone tax receipts. If the subsidy is not efficient, the government
could cease providing the tax deduction and transfer that amount directly to the organizations.

The literature on the effect of taxes on charitable giving has concluded that individuals do
give more because of the deduction, but there remains substantial disagreement about the
magnitude of the response. While earlier studies typically found that the deductibility of
charitable donations was an efficient method of distributing resources to philanthropic
institutions, more recent studies analyzing the effects over a longer period of time have

2 (.S, Joint Committee on Taxation, “Estimates of Federal Tax Expenditures for Fiscal Years 2000-2004,”
December 22, 1999, p. 27.
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concluded that it is not. These studies suggest that changes in the tax law may affect the timing
of giving, but are unlikely to have a large effect on lifetime contributions.

One ought not to infer from these results that the charitable deduction should be
eliminated. Research does indicate that it is efficient for some forms of charitable giving - such
as giving to social welfare organizations - and for giving by higher-income individuals.
Furthermore, the charitable deduction often benefits causes such as religious organizations,
which cannot obtain government funding.

The tax code also encourages charitable bequests. Such bequests are deducted from the
value of an estate before calculating the estate tax owed. Because the estate tax affects only the
very wealthiest of decedents, this deduction affects few individuals. However, for those whom it
does affect, the potential tax savings are large.2l Evidence suggests that the responsiveness of
charitable bequests to this deduction is large. Several studies based on data from different time
periods have found that the deductibility of charitable bequests is efficient, encouraging more in
giving than is lost in tax revenue. Given the responsiveness of charitable giving to the estate tax
deduction, it is likely that if the estate tax is eliminated, charitable bequests will fall substantially.

Donations do respond to changes in the need of the recipient, but increases in contributions do
not appear to offset fully increases in need.

The extent to which individuals respond to changes in the need of potential recipients has
important implications for the effectiveness of government transfer policy. If a significant
amount of charitable giving is driven by the needs of potential recipients, then a decrease in
government spending towards the poor or other recipients can be offset by an increase in private
giving. It is difficult to verify these effects from direct observation. Government spending on
education, social services, and the environment has increased in real terms during the 1990s
while remaining a relatively stable fraction of federal outlays. Individual giving in support of
education and the environment increased as a share of total private giving, while the share of
contributions going to health decreased. In contrast, government spending on the arts and
humanities has fallen both in absolute terms and as a fraction of spending, while private giving to
the arts has gone up since 1990, but fallen as a share of total giving.

Economic analysis specifically addressing the relationship between public and private
spending has found that private contributions do respond to changes in public spending on
welfare programs, but that the response is far from dollar for dollar. One study reports that
individual giving to social services declined by 38 cents for every extra dollar of federal
spending. Similar effects would be expected in the opposite direction; decreases in federal
spending for the poor should be expected to increase private contributions by 38 cents for each
dollar in cuts. Thus while the evidence is not particularly strong, it does appear that giving
responds to need.

2! Marginal estate tax rates can be as high as 55 percent. Thus, a bequest of one dollar to a charitable institution can
reduce the amount available to other heirs by just 45 cents.

2]



THE FUTURE OF PHILANTHROPY

Recent trends and pattems in giving suggest remarkable opportunities for growth in the
philanthropic sector. In the coming years philanthropy will likely be shaped not only by
increases in foundation giving, but also by changes in the pool of potential donors, the
organizational structure of foundations, and the means by which organizations reach out to
potential contributors.

Demographic Trends

The aging of the baby boomers and the high levels of accumulated wealth among this group may
yield a substantial windfall for philanthropic organizations in the coming years.

As demonstrated earlier, the elderly are substantially more likely to make contributions
than the non-elderly, and when they do, they donate larger amounts. Other evidence clearly
indicates that giving increases with wealth. As our population ages and wealthier cohorts reach
their peak giving years, significant increases in charitable giving are likely to follow.

Between 1999 and 2020 the fraction of the American population ages 65 and over is
forecasted to increase from 12.6 to 16.5 percent. Ignoring any increase in the overall size of the
population, simply shifting 3.8 percent of the distribution from middle age, to ages 65 and over,
will yield an increase in the number of givers and in the average amount given.

Along with the change in the age distribution, there are also significant differences in
lifetime wealth across cohorts. Median household net worth for those ages 61 and over was
$48,738 in 1962, $95,458 in 1984, and $111,385 in 1994 (inflation-adjusted 1999 dollars).?
Based on these trends, it is likely that the baby boom generation will reach age 65 with more
wealth than preceding cohorts. Thus not only will the aging of the baby boom result in an
increase in the number of generous givers, but it will also mean that those with the highest
probability of making a donation will have more to give.

A recent study has attempted to quantify the growth in inter vivos giving and charitable
bequests in the coming years. By their very nature these forecasts are speculative, and the results
uncertain at best. However, they do point to a dramatic increase in both inter vivos contributions
and charitable bequests, with each estimated to grow by several hundred percent over a 20 year
horizon.

The Role of the New Economy

A new group of venture philanthropists is taking a hands-on approach to the not-for-profit
sector, using lessons-learned from their experiences in private enterprise.

22 Juster, Lupton, Smith and Stafford, “Savings and Wealth: Then and Now,” mimeo. (University of Michigan,
December 1999).
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Efficiency, Not Community

Despite the growth in e-
commerce, socially engaged
Activists Focus On Information Gathering Internet users tend to use the
8N And Communication Internet mainly as a

communications and information
gathering tool. Respondents were
get newsfinterests | . asked which of four orientations
best describe the way they mainly
use the Internet. Activists were
almost evenly divided between

_ using the Internet mainly as a way
make purchases §) 2% to get news and information about
their hobbies and interests (31%)
and using the Internet mainly as a
way to communicate via email
(27%). Another 18% said their
main use of the Internet is to get information about products and services, while far fewer (2%)
said their main use of the Internet was to shop and make online purchases. Another 15%
volunteered that they use the Internet about equally in all these ways.

Do you mainly use the Intermmet as a way to...

communicat

get product in
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In exchange for their
loyalty, socially-engaged Internet
~1.  These Activists Want Accountability And users want organizations to be
e ’?& Progress In Exchange For Their Loyalty accountable and to demonstrate
s Saying "absolutely essertal” for chanty’interest groups to do L Progress toward their goal'
Damers Aol SPlmmerram  Activists were asked to rate the
AT importance of a variety of changes
that organizations could make in
order to maintain loyalty and
support. Being more accountable
to donors is considered “absolutely
essential” by 51%, and
demonstrating real progress toward
their goal is considered absolutely
essential by 42%. Somewhat less
critical, although still important,
are educating the broader public
about the issues (37% absolutely essential), keeping issues visible in the media (34%), reducing
the amount of mail sent and telephone calls made (31%), and offering opportunities to get
involved besides giving money (29%). Only 21% find more flexible contribution programs to be
‘ absolutely essential to maintaining their loyalty, and 14% say the same about customized

demonstrate raal ; 42%
progress toward goal ’ 5 323

PuDlic abouT issus

keep Issites visible in 34%
the madia © ' o 3.01

educ tof 3
" mait ana catls + |31% 2.78

educars broader ’ 37% 347

offer opps to getinvoived j28% 2.93
Dpesides giving money ®
offer more flaxible ways to 21%
comﬁge g '-1 o 262

customize j14% 233

communications ©
i

communications.

Online activists are more

demanding than their direct mail Socially-Engaged Internet Users Are Much More Likely Than

Direct Mail Donors To Require Groups To Demonstrate

mail and calis

counterparts when it comes to o Progress And Less Likely To Be Concerned About The
: : : /2 Volume Of Donation Requests

orgamzatlons de':monstratmg ‘ They Are Also Somewhat More Interesied In Cuslomization
progress and belng accountable to oL saying “absolntely essential® for charity/Intere st groups to do diference
donors. Online activists are 14 G i

5 % iy demonstrate real - L +14
points more likely to say it is Progress toward god [28%
absolutely essential for s +8
organizations to demonstrate real keep (3euss visibiein gz - 134% +6

o e madia

progress toward their goal (42% :
compared to 28% among direct (oot — ———— +6
mail donors). Similarly, while rone amount of | NSy 919 & 50 -8

51% of online activists say being
more accountable to donors is
absolutely essential, only 45% of
direct mail donors say the same (6
point difference).

Potential online activists and donors are a bit less concerned about the amount of mail
' and phone calls they receive than are direct mail donors. The 1998 Hart Survey found 39% of
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agencies, they have identified exemplary partnerships as well as the best practices that we ‘

hope will lead others anxious to follow their example. Their work is a gift to the future.

-- William Jefferson Clinton
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Conclusion

Without special efforts to reach beyond the well-funded organizations with
Washington representatives and staff dedicated to grant-seeking, federal agencies might well
neglect the communities that most need services. By working closely with intermediary
organizations and coalitions of small grassroots organizations, streamlining the grant-making
process, creating an office or designating an individual to serve as a nonprofit liaison,
providing technical assistance to organizations that serve hard-to-reach constituencies, or
setting aside resources for underserved groups, federal agencies can deepen their reach into

previously under-served communities.

22
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therefore play an important role in raising private sector funding for initiatives, engaging .

volunteers, and reaching out to businesses and foundations.

34
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THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release October 22, 1999
October 22, 1999

MEMORANDUM FOR THE HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES

SUBJECT: Supporting the Role of Nonprofit Organizations:
Interagency Task Force on Nonprofits and
Government

The United States is the most generous Nation on Earth. In 1998,
an estimated $175 billion was given by American individuals,
communities, foundations, corporations, and other private
philanthropies to a wide variety of causes and organizations.
Individuals accounted for 85 percent of all contributions in 1998
and their giving has increased by almost one-third since 1995.
And over the next 20 years, approximately $12 trillion in wealth
is expected to be transferred from one generation to the next --
more than $1 trillion of which will flow to nonprofit
organizations through charitable giving.

In many cases it is nonprofit organizations that convert
philanthropy into results -- helping people in need, providing
health care and educating our Nation's youth. The nonprofit
sector is an integral component of our national life, encom-
passing more than one and a half million organizations with
operating expenditures in excess of $600 billion. But more
telling than the dollar figures is the new spirit of service and
civic activism that nonprofits of every kind are now exhibiting.
We are today in the midst of a nonprofit boom, a time when the
activities of this sector are becoming ever more creative and
entrepreneurial.

Nonprofits are uniquely able to identify problems, mobilize fresh
thinking and energy, care for those in need on a human scale, and
promote social change at the community level. As this sector
grows in size and importance, there is an ever greater
opportunity to forge partnerships that include Government,
nonprofit groups, businesses, and citizens to address pressing
public problems. There are already many ways that nonprofits
work closely with the Federal Government. For example, Federal
grant programs from the National Science Foundation and the
National Institutes of Health assist non-profit research



institutions that search for cures to cancer. And the
Corporation for National Service works with nonprofits throughout
the Nation to provide after-school and tutoring programs. Our
challenge in this time of burgeoning social entrepreneurship is
to encourage Government, nonprofits, and others to work together
more meaningfully.

Therefore, today I direct the Assistants to the President for
Domestic Policy and Economic Policy and the Chief of Staff to the
First Lady to convene an Interagency Task Force on Nonprofits and
Government ("Task Force"). The purpose of this Task Force will
be twofold: first, to identify current forms of collaboration
between the Federal Government and nonprofits; and second, to
evaluate ways this collaboration can be improved.

Structure of the Task Force

The Assistant to the President for Domestic Policy, the Assistant
to the President for Economic Policy, and the Assistant to the
President and Chief of Staff to the First Lady will jointly Chair
the Task Force. The Office of the Vice President, the Office of
Management and Budget, and the Council of Economic Advisers will
be regular participants.

The Task Force shall be composed of the following members:

Chlz) Secretary of the Treasury

(2) Attorney General

(3) Secretary of the Interior

(4) Secretary of Agriculture

(5) Secretary of Commerce

(6) Secretary of Labor

(7) Secretary of Health and Human Services

(8) Secretary of Housing and Urban Development
(9) Secretary of Transportation

(10) Secretary of Education
(11) Administrator of the Small Business Administration

(12) Chief Executive Officer of the Corporation for
National and Community Service

The Chairs of the Task Force may add such other officials and
independent agencies as they deem appropriate to further the
purposes of this effort or to participate in specific aspects of
it. The Chairs, after consultation with Task Force members, will
appoint staff members to coordinate the Task Force's efforts.

The Chairs may call upon the participating agencies for
logistical support to the Task Force, as necessary. Members of
the Task Force may delegate their responsibilities under this
memorandum to subordinates. During its work, the Task Force will
consult regularly with the nonprofit &ector.



The Task Force will:

Jos Develop a public inventory of "best practices" in
existing collaborations between Federal agency programs
and nonprofit organizations. 1In cooperation with the
nonprofit sector, the Task Force will work to apply
these leading models to othexr Government efforts. For
example, cross-agency initiatives that reflect the
community-wide focus of many nonprofits could be
highlighted and replicated. The Task Force will also
examine ways that Federal agencies can better draw upon
the experience and innovations of nonprofits in the
development of public policy.

2. Evaluate data and research trends on nonprofits and
philanthropy. Understanding the significance of the
relationship between the nonprofit and Government
sectors requires an understanding of the impact that
the nonprofit sector has on the economy and on public
policy. For example, the Council of Economic Advisers
should undertake an analysis of existing data from the
private and nonprofit sectors concerning the role of
philanthropy in our economy, including an examination
of the factors that affect giving and an investigation
of trends that are likely to affect future giving. The
Task Force will also coordinate agency efforts to
identify the contributions made by the nonprofit sector
and information regarding philanthropic activity.

3. Develop further policy responses. The Task Force will
meet to discuss new findings and to consider new or
modified Administration policy responses. For example,
the Task Force will work with the non-profit sector and
others to explore ways to encourage philanthropy and
service, efforts to help nonprofits develop and grow
(including "venture philanthropy"), opportunities for
closer collaboration on research and in meeting local
needs, and ways to reduce governmental barriers to
innovative nonprofit enterprises.

From time to time, the Task Force will report to me on the
results of its efforts.

General Provisions



This memorandum is intended only for internal management of the
executive branch. This memorandum is not intended, and should
not be construed, to create any right, benefit, or trust
responsibility, substantive or procedural, enforceable at law or
equity by a party against the United States, its agencies, its
officers, or its employees. This memorandum shall not be
construed to create any right to judicial review involving the
compliance or noncompliance with this memorandum by the United
States, its agencies, its officers, or .any other person.

WILLIAM J. CLINTON
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