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MEMORANDUM FOR THE PRESIDENT

FROM:

SUBJECT: Tax Proposals to Increase Chéritable Giving

You asked us for an analysis of recent charitable giving proposals and for ideas we could
implement by éxecutive order or enact this Congressional.session. Below, we analyze the major
recent tax pro‘p:osal's intended to encourage charitable giving, including ones included in the
Senate-passeéd tax bill and in Governor Bush’s plan, as well as some possible alternatives.
Several of these issues could be raised in any possible tax negotiations this fall, considered for

announcement jat the October Philanthropy Conference, or considered for your FY2001 budget. -

Impact of General Provi'slions in Tax Bill on Charitable Giving

At the outset it should be noted that while the tax bill includes some prowsmns to
promote charitable giving, other provisions in the tax bill would lead to reduced giving. The
reductions in individual income and capital gains tax rates would reduce the value of the
charitable deduction for itemizers, and thus reduce the incentive for lifetime charitable gifts. In
addition, repeal of the estate tax would significantly reduce the incentive for charitable
contributions. |The current estate tax rates of up to 55 percent provide a substantial incentive for
charitable bequests. The results of economic studies of the effects of deductibility of charitable
bequests suggest that repeal of the estate tax could reduce charitable bequests of the wealthy by
as much as 25 percent Estate tax returns filed in' 1997 reported over $14 billion in charitable
bequests, an amount that has been growing rapidly due to the stock market boom.

With that background, here is an’ analysis of thé specific tax proposals.

Deductibility of Individual Charitable Contributions

Recent proposals would increase individuals® deductions for charitable gifts, by allowing
a deduction for| non-itemizers and/or increasing the current limits on the deduction for those who
itemize, I - : . ,




~'Currcn,t Law

Under current law, taxpayers who itemize their deductions can claim a deduction for -

. contributions made to qualified charitable organizations, up to certain percentage limits. In the -
case of an individual taxpayer, the total deductible contributions generally may not exceed 50
percent of the taxpayer’s adjusted gross income (AGI).. A lower limit of 30 percent of the
taxpayer’s AGI applies in the case of gifts of certain appreciated property (however, taxpayers
who donate appreciated property receive a special benefit, because they do not pay tax on the
built-in capital gain). If the contribution is made to a private foundation, these percentage limits
are reduced to|30 percent and 20 percent, respectlvely Unused deductions can be carried

forward for up to five years.

' Ind1v1c‘luals who elect the standard deduction (non-itemizers) may not claim a deduction
for their charitable contributions, but the amount of the standard deduction includes an allowance

for estimated aJverage charltable contributions

Bush Proposal

~ Governor Bush has proposed to allow taxpayers who take the standard deduction the
opportunity to|deduct their charitable contributions. He has not released any details of how he
would structure his proposal

Senate Proposal

The Senate-passed tax bill, S. 1429, included a proposal to allow non-itemizers who take
the standard deduction also to claim a charitable deduction of up to $50 for single filers and $100
for joint filers in the years 2000 and 2001. The Joint Committee on Taxation (JCT) estimated the
proposal would cost $1.3 billion.” This proposal was not included in the final conference report.

There are several problems.with this proposal. Extending the charitable contribution
deduction to nlon-1tem1zers in this way would probably stimulate little, if any, additional
charitable glvmg The proposal would be difficult for the IRS to enforce, as taxpayers would be

_encouraged 51r|nply to claim the maximum deduction ($50 or $100) Moreover, the standard
deduction theo:retlcally includes an allowance for charitable giving. Therefore, non-itemizers
should not be allowed to claim both the-standard deduction and a deduction for the first $50 or

$100 of their char1table contributions.

In addition to the proposal for non-itemizers, the Senate bill included a provision that
would gradually increase the percentage limits on deductlble contributions to qualified charitable
organizations (other than private foundations) from 50 percent and 30 percent (in the case of
gifts of certain appreciated property) of AGI, to 70 percent and 50 percent of AGI, respectlvely
JCT est1ma1edl this proposal would cost $3.7 billion over 2002- 2009




The proposal to increase the percentage limits would benefit a relatively small number of

~ taxpayers. Un‘der current law, less than one percent of- individuals who claim a charitable
contribution deduction are affected by the percentage limits, but 10 percent of charitable
contributions were not currently deductible because of the limits. The deduction limits are most
-significant for {the wealthiest taxpayers, with 19 percent of charitable contributions by taxpayers

with at least $1 million in income not being currently deductible. Some of the charitable
contributions c]hsallowed due to the limit may be deducted in future years, as a result of the ﬁve-
year carry forward. ' o

An Altematlve Approach

An alternative to the Senate- passed provision for non-itemizers would be to allow non--
itemizers to clalm a deduction (or tax credit') for charitable contributions above a certain floor.
The floor would be set at a level that exceeds the average charitable contribution by non-
itemizers (es tu‘nated to be $465 in 1996). Thus, for example, non-itemizers could be allowed to
deduct their aggregate charitable contributions in excess of $500. Although any proposal to
allow a charltable contribution deduction (or tax credit) for non-itemizers would add complexity
and some leve] of administrative burden, the use of the threshold amount would at least reduce
potential enforfcement problems and increase the possibility that the deduction (or tax credit) -
would reward ‘large or increased charitable contributions. In 1997, JCT estimated that allowing
non-itemizers to deduct in full aggregate annual charitable contributions in excess of a flat floor

of $500 for smgle filers ($1,000 for joint filers) would cost about $6 billion per ye

One varlatlon on this approach would be to allow non- 1temlzers to deduct only a portion
of their char 1tab1e contributions in excess of $500. For example, Independent Sector, an
umbrella group for nonprofits, has proposed that non-itemizers be allowed to deduct 50 percent
of charitable contrlbutlons above $500. This approach is also consistent with a bill, H.R. 1310,
introduced earller this year by Rep. Philip M. Crane (R-I11.). In 1997, JCT estimated that
allowing non-1temlzers to deduct 50 percent of aggregate annual charitable contributions in
le))éfeys:aof a flat floor of $500 for single filers ($1 000 for joint filers) would cost about $’2_b_111_1_9_111ﬂ

Would Any of These Proposals Increase Giving?

A study published in the June 1999 National Tax Journal concludes that charitable
contributions are somewhat sensitive to the tax price, and thus taxpayers will give more if given
a tax incentive to do so. The study found, however, that itemizers are more price sensitive than
non-itemizers, | 1mply1ng that increasing incentives for itemizers would stimulate more giving per
~ dollar of lost tax revenues than incentives aimed at non-itemizers. However, the level of

responswenesls even for itemizers is relat1vely low. Although the issue remains unsettled, recent

' A variation on t‘his approach would be to allow non-itemizers to claim an income tax credit in lieu of a deduction.
For example, non-itemizers could be allowed to claim a'15 percent tax credit for their aggregate charitable
contributions in e‘xcess $500. A tax credit for charitable contributions by non-itemizers would be somewhat more
equitable than a deductlon because it would benefit all taxpayers equally, without regard to their marginal income
tax rate. :




~

studies have generally cdhcluded that the revenue cost of the charitable contribution deduction
for itemizers exceeds the add1t10na1 g1v1ng to charlty

The National Tax Journal study is based on data covering the tax law in effect from 1982-
86, which allowed non-itemizers first to deduct increasing amounts until, in 1986, they could
deduct the fulllamount of charitable contributions. In 1986, 90 percent of itemizers claimed
deductions averaging $1,463 and 46 percent of non-itemizers claimed deductions averaging
$477. From 1985 when non-itemizers could deduct 50 cents on the dollar to 1986 when they
could deduct 100 cents on the dollar, the percent of non-itemizers donating rose from 42 to 46
percent and the average amount increased from.$376 to $477. This likely overstates the true
effect as many, taxpayers accelerated charitable contributions into 1986, to take advantage of the
non-itemizer deductlon before it expired. Even so, this study found that the cost to Treasury of a
full deduction to non- 1temlzers is likely to be more than the added glvmg to the charities. That

is, a dollar of t ‘ roduced less than a dolla ional giving. Ts Hod gl feat 2

|

Research has also shown that lower-income taxpayers, who tend to be non-itemizers, are
more likely to give contributions to religious charities, rather than foundations and schools
Jfavored by higher income taxpayers. It follows, then that extension of the itemizers-only
deduction to non-itemizers would confer the greatest benefit upon religious and social service /
charities. , .

Tax-Free Rollovers of IRA Assets to Charity

A second proposal made by Govemor Bush would allow people over age 59-1/2 to make
charitable contributions with IRA funds without paying income tax. The final conference report
included a verlsmn of this proposal, which would allow people over age 70-1/2 to make tax-free
distributions o|f IRA assets to charity. J CT has estimated that the proposal included in the
conference report would cost $1.6 billion over 2003-2009. "

Current law

Under current law; distribuitions from an IRA are includible in the gross income of the
account owner, except to the extent that the distribution represents a return of after-tax
contributioris to the account. Also, as discussed above, current law allows taxpayers who itemize
their deductlohs to claim a deduction, subject to certain percentage limits, for charitable
contributions to qualified charitable organizations. The amount of the itemized deductions

otherwise allowable may be reduced for taxpayers with AGI above certain levels.

Discussion

Any proposal to allow tax-free rollovers of IRA assets to charity would be inequitable,
because it would provide more favorable tax treatment to taxpayers who fund their charitable
contributions 1 usmg IRA assets than those who use other income or assets. For example,
taxpayers whd make contributions using IRA assets would (in effect) receive the benefit of a
charitable contrlbutlon deduction without regard to whether they itemize their deductions, and

without regard to present-law 11m1tat10ns on deductible charitable contributions. By contrast,




~ - taxpayers who fund charitable contributions using other income or assets would continue to be '
'subject to these limitations.

To the|extent that the limitations on deductions under present law are too restrictive, it
would be better to modify those limitations as they apply to all taxpayers than to create an
exception for chantable contributions funded using IRAs. Although there is considerable
support in the ]chantable giving community for the IRA rollover proposal, the community would

“also likely support a more broad-based approach. :

Importance of Steps to Eliminate Abusive Transactions Involving Charities

Any efforts to stimulate and reward charitable giving should be combined with efforts to’
eliminate the ﬂromotlon of aggressive tax-avoidance schemes that purport to give rise to
charitable contribution deductions. Treasury and the IRS will continue to work with Congress to -
identify the latest abuses and ensure that a charitable contribution deduction is available only for
true gifts to chfarity. However, increased tax incentives to make donations will make abusive -

schemes potentially more profitable, and could make monitoring compliance more difficult.




[+

U.S. News 12/22/97: The philanthropist next door: Average people are the givers - S http://www.usnews.com/usnews/issue/971222/22phil.

(jover Story

The phllmthmplst next
»door

- A[verage Amerzcans, not the super-rtch are the
- real givers :

_ Find out what vou can do
‘ to_help -- check out our
. online charity guide

BY THOM GEIER
James Chatman considers
hlmself an unlikely
: successor to the
phﬂanthroplc legacy of
. Andrew Carnegie or John
P D1 Rockefeller. "I never
' had such a dream," says
the 71-year-old retired business consultant from
Alexandna Va. " was just a poor farm boy."
CLatmaﬂ grew up~ fatherless in tiny Atkins, Ark., where his
Uncle Sy promised that he would have time for games "only
‘when lay-by comes." A period for leisure never seemed to
arnve So Chatman set himself to work--first in the fields,
thf:n peddling newspapers after he moved as a child to Little
Rock; and later working as a bellman at hotels in the
. segregated South. He worked his way through St. Louis
University, earning a degree in economics, served 24 years
- injthe U.S. Air Force, and then applied his skillsasa
supply-serwces staff officer to founding Technology
Apphcatlons Inc., a-consulting firm for government
- agencies. By 1993, when he sold it, the firm was posting
re;venues of $40 million a year.
Chatman realized that he had more money than he or his
four children really needed. So he established a $400,000
fund at the Northern Virginia Commumty Foundation to
' create a Grandfathers Group to mentor black boys "My
vwfe and I really hate the idea of black people seeing
ourselves as takers and recelvers and not seelng ourselves
also as givers," he says.

lof6 e S . : 101121993:%
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¢ As the Chatmans prove,
- philanthropy isn't just for
- Gettys anymore. The real

today can be found in
ordinary people who have
benefited from the
booming economy and
now plan to share a
portion of their good

| them the philanthropists
next door. . : .
They come in many different types Some are latter-day

Horatxo Alger heroes who have grown sizable nest eggs
through hard work, shrewd investments, and frugal living.

: Some have cashed in big in the tech-driven stock market of
the past decade. And some are unlikely philanthropists such

as Oseola McCarty, the Hattiesburg (Miss.) washerwoman
who scrimped for years before donating her life savings of
$1 50,000 to a scholarship fund at the University of -
Southem Mississippi. "When I started out, the typical donor

of the Cleveland Foundation. "We are seeing many more
hvmg donors ﬁom all walks of life,"

‘ 'Commumty foundauons like Cleveland's are the

fastest-gromng element of philanthropy in America today.
Natlonmde, the 500 or so community foundations had

- over the previous year. For those plunging into

phllanthropy for-the first time, allying with commumty
foundations offers distinct advantages. Many require as
httle as $10,000 to set up a named fund that can target a

. spemﬁc project. And foundation staffs often have ‘
A knowledge of local agencies and the ability to negotiate

many of the legal and bureaucratic tangles required in -
mamtalmng chantable trusts

Other phllanthroplsts are explonng prlvate family
foundanons The New York-based Foundation Center

'reports that there are 35,600 independent grant-making
foundations (including most family funds but not corporate
~ orcommunity foundauons) a 42 percent mcrease since.

1987. .

3 Every drop counts. Last year, Amencans donated $130

billion to charitable causes, up 9.5 percent in two years; the

' majonty of donanons went to rehgmUS institutions. The

. face of charity in America h

ave fortune with others. Call ~

Was wealthy, white, male, and dead," says. Lynne Woodman '

assets totahng $17.1 billion in 1996, a 28.6 percent increase |

http://www.usnews.corn/usnews/’issae/97l2'22722philA
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media played up Ted Turner's §1 billion gift to the United

Nations and financier George Soros's donations of millions
of dollars to Russia and Eastern Europe. But according to
one recent study, more than half of all charitable giving .
comes from Americans earning less than $50,000 a year.

~And small donors make a difference. "I couldn't do anything

hke Ted Turner, but every drop in the bucket will make the
bucket overflow," says paraplegic Barbara Decker of
suburban Cleveland, who used a large malpractice
settlement to set up a trust to benefit children's charities.

Resea.rchers see potentlal for.an even more exploswe :

' growth in charitable giving thanks to the estates of older

Amencans who lived through a half century of record
prospenty A 1993 study by two Cornell University

‘ eclonormsts estimated that Americans over the age of 60 are

sitting on a pot of wealth totaling $10 mlllon--morc than
enough to put every American under the age of 21 through
Harvard for four years. And while taxes and children will
clalm a significant portion of that money as that generation
passes on (the federal government now taxes estates over
$600,000 at rates up to 55 percent), charities are hoping for
a big windfall. "We're at the front edge of a huge
generational transfer of wealth," says Fern Portnoy, a -
Denver—based adviser on phllanthrnplc giving.

AMany Americans have been taken by surprise by the

arnount of wealth they have accumulated. Chatman admits

that at first, his success in business made him uneasy: "I

always felt that if you made a profit that you were somehow

- stealing from somebody." Chatman began to reflect on the
. purpose of accumulating money. "How do you justify

makmg all this profit?" he asked. The answer, Chatman
found was to spend the money forging the kind of
relatlonshxp he had with his Uncle Sy. :

M'any of the new philanthropists apply the same business
pr1nc1ples to giving away their money that they did to
earning it. "For a generation of business people who have
bécome juiced on the deal, the challenge is how you
translate that excitement into philanthropy," says Portnoy.

A{ good example is John Abele, age 60, who spent the last

* .20 years helping build Boston Scientific Inc. into a giant in

rnbdlcal technology, with annual sales of $2 billion. Now he
spllts his time about evenly between company business and

‘ phllanthropy

Rmsed in suburban Boston at the tail end of the Depressmn
bele lost his father in World War IT and spent much of hlS

‘ 'early childhood in and out of the hospital with
osteomyelitis, a bone disease. "They tried an experimental

http:f/www,usnews.comlusnews/issne@’? 1222/22phil.
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| drug on me that didn't work. A few years later they tried it

agam and it did work. The experimental drug was

~ pemc1llm Abele never forgot the experience. After

stllxdymg physics and philosophy in college, he got into the
medical-device business and cofounded Boston Scientific, a

_company that specializes in developmg less invasive

|
mechcal procedures.

N Tlile frontiers of charitable work offer similar challenges and

re'wards Abele has established his own family foundation,

: w1th a $9 million endowment, and is involving his three

grown children in the grant-making process. Often his
support goes to educational programs like the Concord

Revzew a 10-year-old quarterly journal that publishes high
school essays on history in hopes of elevating the status of

‘ -the subject and rewarding students for academic .

ach1evements ‘Buoyed by his own experience, Abele now

. ﬁnds himself encouraging other business people to take the

plunge into phrlanthropy "It shouldn‘t be a gmlt mp," he
says ~

l - .
Philanthropic projects are not as hard to nurture as they :
might seem, Abele says. "If you're going to produce

sustmnable social value, you have to use the same tools you

would apply to any business project, setting benchmarks

and then following through," he says. At first, he-admits, he

erred by straying from a strict business model. For example,
some charities spend too little on management "I had
always felt that it was important to aim money at the final
re01p1ent * he says, "but prugrams that cut too short on their
leadershlp have no staying power."

‘ Catherme Muther, a 50—year-01d from San Francisco who

rrlade her money in Silicon Valley, agrees with the strategic
approach to philanthropy. And like many of the younger
breed of donors, she seeks out causes that have traditionally

’ ’been glven short shrift in the charitable world. For some,
' that means environmental or gay. rights issues. Muther

focuses her charity on improving the lives of women m

‘ educatlon and the workplace.

Wlth her business background Muther takes an active

interest in targeting her resources, through her own

| ‘foundation and through restricted gifts to institutions. "Ir ]
‘ ’trymg to understand some structural problem in

sci)mety--hke women's access to capital or young girls' .
self-esteem--and then figuring out where some resources -
could be deployed that mlght mﬂuence change," she

| explams

The fo_cus of Muther‘s philanthropy--young women--is no

hitp://www.usnews.com/usnews/issue/971222/22phil |
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mystery. The granddaughter of a suffragette, she grew up

,w1th her three brothers in Newton, Mass., where she

became the first girl in town to deliver newspapers. "The

_ idea of being financially independent was a central value in

0151r family," she remembers. "And it wasn't about

accumulating money but learning how to support yourself."

Muther carried that notion with her to Sarah Lawrence
College and Cambridge University in England. She had
wanted to become a Rhodes Scholar, but the program did
not accept women at the time. However, Muther took
advantage of the newfound acceptance of women into major
business schools. Armed with an M.B.A. from Stanford,
Muther headed to Silicon Valley in 1984 and eventually

* became a senior marketing officer at Cisco Systems, the -

fa;st-gromng computer networkmg company

After retiring in 1994 at age 46, Muther set aside $3 rmlllon
“in proﬁts from Cisco's stock to establish the Three Guineas -

Fund. The foundation, named for a favorite book by.
Vlrglma Woolf, is launchmg an "incubator” program to
assist female entrepreneurs in launching businesses in

 information technology. She has also funded a fellowship
. for a female doctoral student to study entrepreneurshlp at

Stanford Busmess School

inke Abele Muther hopes to forge ngmg patterns for her -
~ progeny. While she has set up trusts for her two young

chlldren Muther and her husband have stopped making

o ,large cash gifts to them. "It's our belief that one can burden

one's children with wealth," she says. -

In many respects, the new philanthropists hark back to.an
earher age. Nearly a century ago in his book The Gospel of
Wfalth ‘Andrew Carnegie issued a challenge to fellow ;
moneybags to disburse substantial portions of their income
durmg their lifetimes. He even supported levymg estate
taxes so that the state could better CXPIesS "condemnation .
of the selﬁsh millionaire's unworthy life." :

Many argue that the phllanthroplc spirit Camegle B
articulated needs to be reawakened. Studies suggest that
Americans on average give just under 2 percent of their
anhual income to charity--a figure that tops other nations'

. but that has not budged despite record economic growth |

(and decades of tax benefits from giving). Moreover,
Camegle s message has yet to spread widely among the
swellmg class of ultrarich. Eight of 10 Americans who earn

| L oat least $1 million a year leave nothing to charity in their

wills, often making Uncle Sam the charity of choice by
default. "The vast majority of the very rich show, if .

http:/fwww.usnews.com/usnews/issue/971222/22phil.
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ythmg, less of a philosophical inclination to give than
thelr predecessors," says Peter Dobkin Hall of the Yale
Pgogram on Nonprofit Organizations.

Millionaires now account for 3.5 percent of U.S.
households but it doesn't take substantial means to become
a major donor, Helen Sandfort, a retired schoolteacher
h\}rmg in a retirement home in Columbus, Ohio, setup a
fund at the Columbus Foundation in 1981 to support arts
educatlon in the pubhc schools. "Young people simply do
no[t know what to do with their time," says Sandfort, who
served as director of fine and performing arts in the city
schools for 25 years. "The arts encourage people tobe .
creative and resourceful, to help them find something really

)
rewardmg in hfe "

Though she renred in 1974, the 87-year-old stlll conmbutes
each year to the fund, which is now worth $85,000, and
plans to leave a quarter of her estate to the foundation as
w«;:ll "I have enough to take care of myself, but I have
enough to share, too," says Sandfort, who has no children.
"The reason I'm so rich is because I didn't have time to
spend my money.” Another reason Sandfort's life is so rich
might be that she's spent so much of her money on others.
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A how-to gulde for the

serwus giver

Of trusts, pooled income, and foundations

Fmd out what you can do to help -- cheek out our online

' hangg gu1d
BS? MARGARETMANND{ .

‘l"he eamest way to give to chanty isto vmte a check. But
thalt may not be the most advantageous way, for you or the
ch?.rlty Many of the alternatives allow your orlgmal glft to

grow over time. Some possibilities:

Seeuntles. Investors with huge market gains who give

away appreciated stock that has been held for at least a year

can base their tax deduction on the stock’s fair market value
- without getting socked with the capital gain. If you sell the
-asset and then give the cash to charity, Uncle Sam wins;

giving the security itself avoids this problem.

Glft funds. Donors who want to create their own giving
'Tlmetable might consider charitable gift funds. Fidelity
Imfestments Charitable Gift Fund (800-682-4438) has a
~minimum initial investment of $10,000; donors decide .
- when and which charities get donations (minimum gift:
" $250). The fund has attracted more than 10,000 donors with
$1 lbillion in funds and has given $500 million to more than
- 50,000 charities. Eighty-five percent of those who ,
'contnbute to the fund do so by transfemng secuntles Some -
‘ Abanks offer similar ﬁunds L - :

' Fo‘undatlons No matter which charity you select, once you
have made an outright gift, the charity calls the shots.
Phﬂanthroplsts who want to control how their funds will be

g used can set up their own foundation, but the red tape may -

 be too burdensome for everyone except the very rich. Many
new philanthropists are teaming up with community

' fodndatlons These benefit a particular geographic area and
‘help make giving more personahzed Over the past 20
years the El Paso Commuruty Foundation in Texas has

' estabhshed more than 237 individual endowment funds;
one example is the Dr. Jaime Martinez Memorial Fund for

Children's Dental Health Needs The Counc11 on

" lof2 S S - 101299345
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Foundatlons at (202) 466- 65 12, can provide contact
numbers of local foundations.

Trusts. Community foundations and charities can help you
delmgn a planned or deferred gift. The most common
‘method is the charitable remainder trust. Assets are
transferred to a trust; the trust provides the donor an income
: for a specified period of time, and the donor gets a partial
* tax deduction. After the trust's lifetime, the remaining
principal goes to the charity. A charitable remainder trust
pr]obably doesn't make sense for young people, because
, annual payouts will likely be low; it nnght make sense, say,
for a married couple both age 50. The charitable lead trust -
1s‘i11ke a remainder trust in reverse. Assets are placedina
» tn;15t and the charity, not the donor, gets the income--but the
-assets revert to the donor's beneficiary later on. Such trusts
- are used mostly to pass on assets to future. generatlons

Other options. Pooled-mcorne funds mix your donation

' w1|th those of others and invest the assets. You get an

~ annual income stream determined by the fund's rate of
return; the charity gets the remaining assets on your death..
Another vehicle is the charitable gift annuity, in which a
‘donor transfers property to a charity in exchange for a

: guaranteed annual income payment. -

Choosing a chanty can be hard. The Council of Better

' qumess Bureaus' Philanthropic Advisory Service
(703-276-0100), the National Charities Information Bureau

© (800-501-6242), and the American Institute of Philanthropy - -
(301-913-5200) evaluate individual charities and can offer

' gulidance on picking one.
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| ‘;N,“’s“‘ Cover Story N
N1 gave? atlth'e' ma.l_l-v

Does ckartty begm in the music store? Yes--and

Find out what ou can do to hel -- check out our online

" chari g[guld
BY DORIAN FRIEDMAN .

: Browsmg at a suburban Virginia record store, Marganta
Ort1z is thinking of buying Diana, Princess of Wales:
Trlbute the new compilation of rnostly old songs by

superstar artists" on Columbia Records. But first she wants
to know one thing: Will the $21.99 she pays for the two-CD
set go entirely to Diana's memorial fund? "This is not
supposed to be for business," she says. "It's supposed to
help people." She asks a good question--but it is hard to get
-~ alstraight answer. . :

' Qall a music store in Dover, Del.--you're greeted with
- "1Welcome to Sam Goody, where you can pick up your '
: sale priced Princess Diana tribute"--and ask how much the *
trust gets. The clerk guesses 90 or 95 percent--no, make that
. 1{00 percent. That doesn't quite jibe with the liner notes for
the recording, which say only that the project is "produced
by and compiled for" Diana's charitable fund. Dig deeper
and you'll find details on the Columbia label's Web site,
statmg that "net proceeds" go to the cause. That, usually
means that before the charity. gets its share, numerous fixed
costs are paid, from studio and factory time to car rentals
: e}nd hotels for participating stars and record company
. executives. But how does that translate intoa .
dollar-and-cents figure? Despite five requests from U.S.
, }I\fews Columbia Records did not supply a breakdown of
costs.

- Most record compames say the financial complex1t1es make
1|t hard to predict what portion of the retall price for a
charity CD ends up in the hands of the cause. Consumers
should trust the charity to have sealed a deal in its best
mterest suggests Al Cafaro, chief of A&M Records. "That
way you won't be disappointed, and you will have done
some good." But many other charity-linked products--from
cleamng materials to fast food--do advertise the dollar .
ﬁgure per purchase that goes to the cause, says Bennett
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“ Weiner of the Better Business Bureau's philanthropy arm.
- "Why can't it be disclosed by the record 1ndustry'7" he
wonders

Elton J ohn' "Candle in the Wind 1997," which also

\ donates to the Princess Di trust, serves as a model for how
beneﬁt CDs should work. The CD single, which typically
re(talls for $2.99, states on the jacket: "All artist and
composer royalties and record company profits from sales
of this single will be donated" to the fund. Only fixed _

_ productlon fees--like pressing, manufacturing, and shipping
s the product--come off the top. John has a tradition of
: 1n51st1ng on a no-frills operation for his charity endeavors;
' part1c1pants won't be charging limo rides or champagne to

‘-thle prOJect

Ab a rule, stores that sell records keep about a thlrd of the
sncker price. But some retailers, like Tower Recordsand
: Vlrgm Megastore, waived their profits for "Candle." Others,
_ hke Best Buy, made no promises. A&M estimates that
' $1 50 per single sold:in the United States will go to
chanty--about half the retail price. Last week, John handed .
over $33 million to Princess Di's trust, and that was just the
Sir rst check. :

Musncal wmdfall At a Tower Records in Washmgton
: D C the bin marked "Benefits" holds some 30 CDs
' .pledgmg proceeds to everything from breast cancer research
to, Tibetan liberation. Even with the expenses involved and -
the retail profit margin, the overall sum donated can amount
tola fortune. Two past CDs for the Special Olympics sold
- 5. 9 million copies and netted $43 million for the cause.
' ThlS season's latest, A Very Special Christmas 3 (A&M,
: $1‘7 99)--offering hoitday pop and old carols--should do
- . equally well.
: Y(i‘:t the Special Olympics does not market the diskasa -

' “cha.nty“ product. "Would you buy something you didn't.
want simply because [the profits] went to charity?" asks
Bobby Shriver, an executive producer of the new CD. Buy

« this, he says, "because it's gonna rock your Christmas

b a%rty."
There s another beneﬁt to all these beneﬁt CDs--they raise

: the public's consciousness. "But it's sort of sad: Here we are -
strugglmg with CDs to solve major societal problems," says
Irwm Redlener, whose inner-city health clinics will reap
proceeds from Jive's Unreleased Masters for the Children's
H‘ealth Fund (Jive, $16.98). If you want your money to go
as far as possible for a favonte cause, the experts say, don't
buy a CD—-wnte a check. ‘

20f3 Lo . . . , 10129934


http://www.usnews.CQm!usnewsiissuel971222122xmas

.zzb'izs ', ' | : - ' : http://www. usnews.com/usnews/issue/971222/22bizs..

- [RT Cover Story
wLest they forget

i For sale at a campus near you: the promise of
' immortality ' :

Find out what you can do to help -- check out our onlme
chantv guide

| BY) MARY LORD

What price 1mmortahty? For a busmess school, the answer is
~ about $30 million. But there are less costly ways of leaving

A yodr mark on campus. In the new, $44 million McColl .

bu1ldmg at the University of North Carolina's Kenan-Flagler

Business School, names grace 200 auditorium chairs at
%2, 000 each and 1,000 bricks at $500 apiece (you're too late
. to get your name on the structure, it's named for the

Nat]wnsBank cheurman)

"Nammg grants," as gifts like this are known, have become

' "the name of the game in terms of raising money," says Todd
Cohen, editor of the Philanthropy Journal. This year alone,
three major business schools--at the universities of Southern
Cahforma, Oklahoma, and Indiana--have changed their
hanldles to honor large contributors. The $35 million that

U SC received from industrialist Gordon Marshall in January
was the biggest B-school gift ever. Indiana named the Kelley

A .School of Business after philanthropist E. W. Kelley, who
had endowed a scholarship for undergraduates; at $23

~ rillion, it was a relative bargam

Ryan s hope Northwestem Umversny s Dyche Stadlum
bec’ame Ryan Field after insurance magnate Patrick Ryan, an
alumnus who chairs the board of trustees, contributed
toward its $20 million renovation. At Harvard University,
the|school's prestigious Center for International Affairs,
founded by Henry Kissinger in 1958, will now be known as

- the|Weatherhead Center for International Affairs, thanks to
$21 million from the Weatherhead Foundation, whose
_prels1dent Albert Weatherhead Il is an alurnnus

Sorne mstxtutlons charge top dollar to alter thelr €gos.
vFormer publisher Walter Annenberg holds the record: His
foundatlon gave $120 million each to USC and the

, Um versity of Pennsylvama to their schools of
communications in 1993. But many places sell their

~ franchise for a relative pittance. "A lot of names are given

of2 N B | o S 10/12/99 3:48


http://www.usnews.com/usnewslissuel971222122bizs

 Dbizs : - k o ‘ o ,httb://m.usnews.com/usnews;‘issuc/w1222/22bizs.

aw‘ay prematurely and for not enough money," says B.
Joseph White, dean at the University of Michigan Business
School He says he wouldn't even consider an offer less than

'$100 million; "Besides," he adds, "we really like our name."
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THE WHITE HOUSE

Office of the Press Secretary : .

For Immediate Release ‘ : : . October 22,,1999
Philanthropy Fact Sheet

Prepared by thé Council ,of Economic Advisers
October 1999

- Philanthropic giving ih 1998 was estimated to be $174.5 billion.

- Individualls accounted for 85 percent of all contributions in 1998,
while corporatﬁons and foundations accounted for 5 percent and 10
percent of conﬂributions, respectively. Contributions by individuals
have increased [31 percent since 1995, while foundation giving has
increased by oqer 50 percent. i - : '

- There has been a recent resurgence in phllanthropy as a percentage
of GDP. | :

-  Total giving represented just over 2 percent of GDP in 1970.
However, it dr#pped in the 1970s to just 1.7 percent in 1979 and
remained failrly constant at about 1.75 percent in the 1980s and early
90s. But'sinceWI995 giving has/risen sharply to just over 2 percent in’
1998 -- back to the levels.of 30 years ago.

- Religion- was by far the 51ngle largest recipient of contributions,
at 44 percent of the total last yvear.  Donations to religion averaged
about 50 percent of total contributions from the early 1980s to the
mid-1990s, but have fallen as a share of the total since 1985.

- Other organlzatlons have recelved substantlal increases in

donations 51nc% 1990. These include education (up 59 percent),

environmental organizations (up 69 percent), public-benefit

organizations such as civil rights groups and community development : ‘
organizations f{up 77 percent), and gifts to foundations (up 254

percent) . ) ’ .

- , Families ét every level of income {(except the very top) are about

equally generoqs: The 95 percent of families with incomes under
$100,000 all tend to contribute roughly 1.5 percent to 2 percent of

their incomes, (on average ~-- even the very poor. Those with incomes
above this level tend to contribute a higher percentage Of thelr
incomes.

- Elderly households (over age 65} at every level of income are
generous glvers They tend to make larger inter vivos contributions in
terms of both donatlon size and as a percentage of their incomes than
non-elderly households

- Wealthy households give a disproportionate share of individual
contributions. | The 20 percent of families with incomes of 560,000 or
more in 1994 gave 67 percent of all individual contributions that year.
The 4.3 percenﬁ of families with incomes above 5125, 000 gave 46 percent
of the total,

- An estlmated $12 trillion in wealth wlll be transferred over the
next 20 years.| This will result in an estimated $1.7 trillion in
charitable bequests Over the next 55 years, the wealth transfer is
estimated to be $41 bllllon, resulting in $6 trillion in charitable
bequests. :

«
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THE. WHITE HOUSE

Office of the Press Secretary

 For Immediate Release o , Oqtober‘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. 1In 1998, an
estimated $175 billion was given by American individuals, communities,
foundations, co&porations, and other private philanthropies to a wide
variety of causkes and organizations. Individuals accounted for 85 percent
of all contributions in 1998 and their giving has increased by almost
one—third‘since‘l995. And over the next 20 years, approximately $12
trillion in weallth is expected to be transferred from one generation to the
next -- more'thbn $1 trillion of which will flow to nonprofit organizations
through charitable giving. :

In many cases it is nonprofit organizations that convert philanthropy into
results -- helpling 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_thﬁ Federal .Government. For example, Federal grant programs
from the National Science Foundation and the National Institutes of Health
assist non—profﬁt research institutions that search for cures to cancer.
And the CorporaFion for National Service works with nonprofits throughout
the Nation to pFovide 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 Econpmic Policy and the Chief of Staff to the First Lady to
convene an_InteFagency 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 EEonomic 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

?
3
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The Task Force.shall be composed oi the following members:

Secretary of the Treasury

Attorney General

Segretary.of,the Interior

Secretary of Agriculture

Secretary of Commerce

Seqretazy of Labor ‘ ,

Secretary of Health and Human Serv1ces
'Segretary of Housing and Urban Development
~Secretary of Transportation

Secretary of Education
. Administrator of the Small Busiress Administration

Chilef Executive Officer of the Corporatlon for

Natlonal and Community Service

B2 o o e o

=
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The Chairs of the Task Force may add~such other officials and ihdepehdent
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 Forcel 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. ‘Durlng its work, the Task Force Wlll consult regularly with
the nonproflt sector.

Objectives of the Task Force

|

The Task Force will:

1. Devel%p ‘a public inventory of "best practices" .in existing
collaboratlons between Federal agency programs and nonprofit-
organhzatlons In cooperation with the nonprofit sector, the
Task Force will work to apply these leading models to other ‘
‘Government efforts. For example, cross-agency initiatives that
vrefle%t the communaty wide focus of many nonprofits could be
hlghlhghted and replicated. The Task Force will also examine
ways that Federal agencies can better draw upon the experience
and 1nnovatlons of nonproflts in the development of public
policy.-

2. Evaluate data and research trends on nonprofits and philanthropy.
‘Understandlng the significance of the relationship between the
nonproflt 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
nonprcflt sectors concerning the role of phllanthropy in our
economy, including an examination of the factors that affect
glVlng 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. Devele 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

http://www.pub.whitehouse.gov/uri-...oma.eop.gov.us/1999/ 10/25/5.text.1
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THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release - . Qctober 22, 1999A

REMARKS BY THE PRESIDENT
AT| THE WHITE HOUSE CONFERENCE ON PHILANTHROPY.

The East Room
1:22 P.M. EDT

THE PRESIDENT: Thank you and good afternoon. I am delighted to-
welcome all of you here. I thank all those who are here from our
government, -and all of you who have come from all over our country, and
all walks of life, to this very, very important meeting. ‘

I also want to say a special word of thanks to Hlllary for yet
another wonderful idea. This was a good 1dea, ‘tc have this conference.
(Applause.) And all of you who have helped on any- of these millennium
projects, I thilnk it's done us a lot of good to take time out and think
about the reallb big issues in our society, and how we want them to play
out in the yeaﬁs ahead. And partlcularly, I think this is an important

‘issue at an important moment.

A long time ago,'Alexis de Tocqueville said that charity-in America
was something ﬂore than simple compassion. It was a sign of good
citizenship. He wrote, "Americans make great and real sacrifices to the
public welfarew They hardly ever fail to lend faithful support to one
another.” : :

Today, thﬁs is a strong tradition. ‘And the face of this tradition
is changing. %hilanthropy is, like our country, now more diverse as new
groups seize and share opportunity in the new economy. It is more
democratic, as Bmericans of all income levels, believe it or not, give
at roughly equal levels. It is younger, as the high-tech economy

creates a new denergtion of philanthropists.

I've gotAJb take a little time out. Last. night, I had dinner with
a lot of these [high-tech gurus who made allowances for the fact. that I
am obviously tgchnologically challenged. (Laughter.] And we were
talking about how we were all going to relate to each other .and maximize
the potential of the Informatlon Age. And I started talking about this
conference today and said, we've got to get more- people to give. I
said, I would.like it if Internet usage weré as dense in America as
telephone usage is, if we 'had 98 percent penetration, everybody had an
e-malil address. I think we could have a dramatic impact on education
and on poverty. - I think we could skip a whole generation of
development. And how are we going to get this done?

So there is this gUy:sittingAthere, he's 27 years old, you know.
He says, well, you know, when I got out of college, I started this
company and three years later, I sold it for $150 million and I started

three others. |And he said, what you need is founder stock. (Laughter.).

He said, we negd to go all over America and gather up founder stock and
put it in a big trust to make universal the access to the Internet. He
said, because you've got all these guys like me that don't know we're
rich yet -~ we're still living on $30,000 and we've got all this stock.
{Laughter.) So he said, that's what you need. -

So I've hcw given ybu my contribution to this conference, which I
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foot of a 28-year-old last night. (Laughter }
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So there are things for all of us' to do. I would like to --I
would hope toddy that I will learn something and that we will learn
something about’ how we can at least incrementally increase the

- percentage of dur income we are devoting to philanthropy. I hope we

will learn something, as I already said, about the ways we can do it.
And I hope we will learn a little bit about whether we can all give

‘smarter and whether we can make sure that the money we are'giving is

spent in the most effectlve possible way.

I take it |we all begin by accepting that we no longer believe that
there is a chollce out there -- which was never a real choice -- between
government meeting all of our society's needs, and government walking
away from them all and lettlng philanthropy do it. We have to have a
better partnership, and it Wlll work better if we do. . .

We need to think about, 1n‘government, whether we can do more
things to generate more constructive philanthropy. : The Treasury.
Department will meet with representatives of the nonprofit sector next

month to discuss this.. .And I, in the meanwhile, am going to establish:

and inter- agen%y task force to strengthen our philanthropic partnership

between government, nonprofit groups, and citizens; and to ask the
Council of Economic Advisors to do me a study on the role of
philanthropy in the American economy,«and how they believe I cah
1ncrease it. : '

By analyzing trends in charitable giving, by assessing the impact
of the baby boomers' retirement, which -- it's going to be interesting
to see whether |[it makes us more or less generous when we retire, this

" largest of all \generations of Americans. It should make us more

genercus, because-the kids in school are finally the flrst generatlen
bigger than the baby boomers, and they need our help.

But we need to think about that. What's our message going to be to
the baby boomers as they move toward retirement? What's ocur message
going .to be to [people thinking about the shape of our social tensions as

we double the number of people over 65 in the next 30 years? What's ocur-

message going to Be to ourselves, those of us ih the baby boom
generation, . abgut how our citizenship responsibilities should grow when
we lay down the burdens of retirement, particularly if we've been lucky
enough to have |a- secure way to malntaln our standard of living.

This is. deserv1ng of an awful.lot of thought because there is a
whole bunch of us. And on the whole, those who manage to escape a
career in politics are going to be better off than any generation in

American history. (Laughter.) ' So some seriocus thought needs to be given
to this. '
Well, I've had a little fun with this today.  (Laughter.) But I am

really grateful to you aLl‘for being here. . This is a big deal. We all
know -- the trch is we're all fairly pleased with ourselves for being
here because you feel better about your life when you've spent a portlon
of it doing gomethlng for somebody else. "And you feel better about the
good fortune you have financially if: you spend at least a llttle of it
giving something to someone else

So what we want to do is to start the new millennium'@aised to do
more and to do it better. And to give more chances to more people to
participate. : -

Thank you |all very.much. (Applause.)

. END 1:35 P.M. EDT
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THE, WHITE HOUSE

Office of the Press Secretary

For Immediate Release ‘ October 22,.1699

PRESIDENT AND MRS. 'CLINTON CONVENE "WHITE HOUSE
CONFERENCE ON PHILANTHROPY: GIFTS TO THE FUTURE"
' October 22, 1999 : '

Today the President and First Lady, with the Natlonal Endowment of the
Humanities "(NEH), will convene the flrst -ever "White House Conference on
Philanthropy: Gifts to the Future. The conference will bring together

individuals whq are engaged in philanthropy =-- including charitable
donors, vouth, policy experts, and representatives from non-profit
organizations, foundations, and educational programs -- to highlight the

unigue American tradition of charitable giving; to discuss the diverse
and changlng face of philanthropy; and.at a time of the strongest
economy in a generatlon, to explore how to preserve and. expand this
tradition for future generatlons

Focusing On Pthanthropic Giving As The New Millennium Approaches: As
the new millennium approaches, the American tradition of philanthropic
giving may take a new turn. Several recent economic, demographic and
technological ddvances and trends have made this an important time to
focus on charlﬂable giving, such as: - .
- *Giving has reached.a new high, rising over 10% in 1998, . the third
consecutive year in whlch giving increased. .
- Dramatic glfts from some of America's wealthiest citizens have
drawn new attention to philanthropy and inspired debate about
appropriate glqlng levels.
- At the same time, there is a grow1ng recognltlon that as the ,
demographic prqflle of the United States changes, -giving by African -
Americans, Hispanic Americans, and other people of color is essential to
the long-term health of the nonprofit sector and the expansion of our
collective phlqanthroplc tradition.
- Just as the strongest economy in a generation has produced
unprecedented new wealth, the baby boom generatlon is poised to inherit
$12 trillion fgom ‘their parents.
- New technology is creating new avenues for glVlng, through
for-profit and nonprofit Internet sites.
- And finally, new donors, partlcularly those who have made their
fortunes in thé technology boom, have become innovators in the world of
- philanthropy, as they look for greater involvement in the causes theéy
support and greater accountability for results. These "venture :
phllanthropist§“ find kindred spirits among new social entrepreneurs who
are applying néw thinking and business solutions to the problems that

plague our communltles

Clinton Admlnlstratlon Commitments:

At the confererice, the President. and Mrs. Clinton will announce new

Administration jcommitments to improve our understandlng of giving and to
~encourage subsequent activities and dlalogue on glVlng

+

o Encouraglng Productlve Partnershlps Between Government and Nonprofits

- Today, Pre51dent Cllnton will announce that he is creating a new
Task Force on Nonproflts and Government to strengthen and support the
important collaborative efforts of the nonproflt sector and.government.
In 1998, an estimated $175 billion was given by Americans to a wide '
variety of causes and organizations. In many cases, nonprofit
organlizations convert America's giving into results -- helping people in
need, providing health care and educating our nation's youth.

Nonprofits are uniquely able to 1dent1fy problems and promote change at
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the community level. As the sector grows, increasing opportunity arises
to forge more effectlve partnerships between nonprofits and government
to address public needs. The Task Force will develop a public inventory
of "best practices™ in existing collaborations between the Federal
Government and nonprofits and work with nonprofits to apply these models
to other governpental efforts. The Task Force will also examine ways
the Federal Government can better draw upon the experience and
innovations of nonprofits, evaluate trends on nonprofits and
philanthropy, and work with nonprofits to explore new policies that

encgurage philaFthropy'and service and help nonprofits develop and grow.

- ' In view of the growing size and importance of the nonprofits
sector, a new "Fax Exempt and Government Entities"” division was recently
established at the Internal Revenue Service (IRS}. As part of this
effort, the Treasury Department also recently announced the formation of
a "Tax Exempt Ahvisory Committee" to provide a public forum for
discussions between the IRS and representatives of nonprofits
organizations.'!This Advisory Committee. will enable the IRS té receive
regular input with respect to the development and implementation of tax
policies and practices affecting nonprofits.

- - Examining Tax-related Issues and Research Opportunities: . The

‘Department of the Treasury also will hold a meeting with organizations

involved in the| conference to discuss tax policy and research issues
affecting the nonprofit sector.

- Expanding pur Understanding of Charitable Giving: The Council of
Economic Advisers will undertake an analysis of the role of philanthropy
in the economy, including discussion and interpretation of trends in
charitable giving, factors that affect giving, and how the aging of Baby
Boomers and other trends are likely to affect giving in the future.

Please see attached fact sheet.

Corporate and Prlvate Commltments to Expand Giving:
The President and Mrs. Clinton also will highlight several new private
initiatives to encouragé the expansion of charitable giving, such as:

- AOL Foundation: The AOL Foundation will highlight its launch of
Helping.org, a ¥evolutianary e-philanthropy portal that provides
Americans who want to lend a helping hand with the fastest, safest,
easiest and most cost-effective way to donate money or veolunteer time to-

~the charity of their choice. Helping.org connects users to over 620,000

charities and more than 20,000 volunteer activities, providing an
important new résource for the more than two-thirds of American
households that already make charit able contributions, as well as those
new to philanthropy. : ‘

- The Bill and Melinda Gates Foundation: A group of organizations
concerned with youth giving and service, including the United Way of:
America, Save the Children, US Committee for UNICEF, City Year, and the
Corporation for National Service, have made a commitment to work
together on a yéuth and philanthropy initiative. The Gates Foundation
will announce ltS intention to support the next phase of their planning,
including a follow- up conference and will encourage other organizations
to support this | important effort.

- Girl Scouts of the USA: The Girl Scouts of the USA will unveil its
new phllanthropy patch entitled "Strength and Sharing.” Beginning in
2000, Girl Scouts of all age levels-will earn interest patches that will
help them recogﬁize and learn from philanthropists in their own
families, places of worship, schools, Girl Scout troops, and
neighborhoods. The program will allow girls to identify and assist
organizations and institutions that meet: community needs and understand

how théir own time and money can make a difference in their communities.

http://www.pub.whitehouse.gov/uri-...oma.eop.gov.us/1999/10/22/5 text.1
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Building on the White House Conference on Philanthropy:

- on the occasion of the White House Conference on Philanthropy, the
National Information Charities Bureau (NCIB), together with the
Department of Commerce, GreaterGood.com, CharitableWay.com, and the AOL
Foundation ‘will ‘host the "E-Philanthropy: Technology and the Nonproflt

_Community" forum to discuss the how the ever- increasing use of the

Internet will %mpact the unique American tradition of charitable g1v1ng.
At the White House conference, William Massey of NCIB will report on the
morning se531oq of the E-Philanthropy conference

- The Corpoqatlon for National Service will host a morning conference
on youth and phllanthropy called, "Raising the Roof: Youth Voices on
Giving." At tne White House conference, Malik Evans, a sophomore at the
University of Rochester, will réeport on what was discussed at the youth.
conference. ' '

Engaging Communities Around the Country

A portion of the "White ‘House Conference on Philanthropy" will be
broadcast via §atellite, presenting an extraordinary opportunity for
communities across the country to participate in this important
discussion. Over 3,500 sites in 40 states will view the conference via
satellite, with the assistance of a grant from the Charles Mott .
Foundation and the support of SCETV, and the Department of Education. An
additional 10.1 million viewers around the country will have access to
viewing the coﬂference through PBS and .cable channels' live broadcasts.

The White Conference on Philanthropy is made possible with the support
of The Nationall Endowment for the Humanities, South Carolina Educational
Television, The Charles Stewart Mott Foundation, Community
Foundation-3ilicon Valley, The J. Paul Getty Trust, the Iscol Famlly
Foundation, The Marcie Polier Family Foundatlon, the American Red Cross,
and the United Way of America. : :

i

5/23/2000'1:47 PM


http://www.pub.whitepouse.gov/uri

AAFRC TRUST FOR PHILANTHROPY

Statement of
George C. Ruotolo, Jr., CFRE
Chair, AAFRC Trust for Phllanthropy
' R_uotolo Associates Inc.

'The 1990s was an‘cx'citing and fast-paccd dccadc for philanthropy. It started witha

recession in which the value of the contributed dollar lost ground to inflation for
two consek:utwc years. Not only that, but. giving to religion, health, human services,
and the category of nonprofits called public/society benefit, all retrenched in constant
dollars just at a time when the services those nonprofits provided were most needed.
The mid-1990s improved, but no one predicted the sharp upturn in the economy

that ensued in the decade’s second half.

Between 1996 and 1999 inflation was low, and thc economy thrived. In December
1999, the economic expansion was i its 105th month. In particular, stock market
pcrformaqcc was outstanding. Thie Council of Economic Advisors reports that $100
invested in December 1989, with all dividends reinvested, would have been worth
nearly $500 at the end of 1999. That is an inflation-adjusted return of 250%. The
return over the past five years was 200%, or 24% a year, in inflation-adjusted terms.
The last tir}ne the market performed so well was in the 1930s, when it was recovering
from the stock market crash. But, the recent bull market occurred after a strong

economic penod rathcr than a crash.

‘ Dispbsable‘ income grew 3.7%, adjustcd for inflation, during 1999. At the same

time, houslehold wealth rose fastcr than i mcome and at the end of 1999, it was

worth six times annual pcrsonal income. This tends to create a climate in which
people are|comfortable spending more. Personal consumption rose for the seventh
consccunvc year. As demonstrated by research at Boston College, wealth tends to
serve as a platform for contributions of income. When wealth increases, people are
more comfortable using income to make charitable contributions. In addition, gifts
of apprccmtcd assets cause gwmg to accclerate so that contributions made directly
from wcalth also boost ngmg '

!

All of these factors gr,eatly enhanced the capacity to give during the late 1990s. Yet,

wherewithal alone does not automatically boost giving. Charities themselves-

~Qver-




. Nonproﬁt
- more responsive to the public’s demand for accountabﬂlty and information. Further,

influence patterns of gwmg Part of the growth in gmng durmg the decade came
about because of the messages and actons put forth by rec1plents of charn:able grfts

prgamzanons became better stewards of phﬂanthropm doﬂars and were

leadership from important philan jsts created an environment thhly conducive

to mcreasefi giving. Finally, signals of support of the rio nonprofit sector from

~ government, such as the White House Millennial Conference on Philanthropy held

in 1999 or the Presidents’ Summit on Volunteerism, headed by Colin Powell,

- convey legmmacy upon charities and, their programs and encourage people to

pamcrpate in and support nonprofit activities.
Another issue worth considering, and one often overlooked, re31des not in single
factor, but in how the various elements that contribute to grvmg relate. The
relatlonshrips between government and charities or economy and contributors, to cite
two examples are key. -Of paramount importance is the dynamic between the

charity and contributors. In pamcular the way nonprofits communicate w1th

,contrlbut(frs is extremely and mcreasmgly important. Donors and charities are

becoming | Jmore strategic. Donors are increasingly thoughtful in their philanthropic

~decisions, lookmg for measurable outcomes, and one hopes charities are bemg more

prec1se in how they articulate thelr goals and aceomphshments

Nonprofits could do morehere. Sometimes charities undergo a planning process
and set a course without paying sufficient attention to how their goals are perceived -

by constituents. Informing and discussing objectives with key supporters is an

important way for nonprofits to take the pulse of the community it serves, and it is a
good way to keep in touch with that community and anticipate its needs.
Contributors who are thus engaged are more committed to the charities they
support. Also, charities are better stewards of funds entrusted'to them when they
listen to and understand the commumty r_hey serve and that in turn supports them.

Among;th‘e fastest growing and most intriguing communication media-is, of course,
the Intern%t. ‘Independent Sector’s Giving and Volunteering in the US estimated that
1.2% of c:ontributions were made on line in.1998. In 1.99‘9, that would have yielded
under $2 billion. Still e-commerce is in its early stages. And the 1.2% refers only to
contributions actually paid for over the web;- it does not include giving that may

have come as a result of web- based communication, but where the culminating

|
financial transaction did not occur over the Internet.




The Internet has the potential t to advance philanthropy other ways. Fund-raising
information and consultation are. bccommg mcrcasmgly available at web sites. Also,
charities post information about their activities on web sites, and they are begmnmg
to post t_h!elptax returns and arinual reports, as well. - As people become more
~ trusting of web-based financial transactions, the number of contributions made -
clectronically will increase. But the web'is probably already having an unpact that
exceeds the incidence and level of electronic financial transfers. :
Thc-last'decadc of the 20® century was, in short, a period of revolutionary
advanc_err'lcnt in technology, wealth, and nonprofit management. As Giving USA
2000 documents, we are entering the next cenmury in a:position of strength. Giving -
surpassed $190 billion, growing 88% since 1990. The nonproﬁt sector is .
_recognized as a vital part of community life and the nation’s economy.  The
relauonshlp between communities and gift-supported institutions has a long and rich
hlstory m this country--a history we can be proud of and that Giving USA will
continue to document and record in the next century. -
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Year
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993

1995
1996
1997
1998
1999

Year

Giving USA uses the Consumer Price Index to adjust for inflation.

1994

AAFRC TRUST FORPHILANTHROPY

Giving by Source 1969-1999 Adjusted for Inflation (In Billions of 1999 dollars)

Total Change Corporations
$ 93.77 3.9% $ 4.21
$ 90.33 -3.7% % 3.51
3 96.43 6.8% % 3.50
$ 9741 1.0% § 3.87
$ 96.02 -1.4% % 3.96
$ 90.84 -54% $ 3.72
$ 88.45 2.6% $ 3.57
$ 9325 54% $ 3.89
$ 96.81 3.8% $ 4.24
$ 9855 1.8% $ 4.34
3 98.92 04% % 4.70
$ 98.32 0.6% % 4.55
$ 101.32 3.0% $ 4.84
$ 102.08 0.7% $ 5.37
$105.73  3.6% $ 6.14
$109.96 - 4.0% $ 6.62
$111.00 09% % 7.16
$ 126.55 14.0% $ 7.64
$ 120.56 47% 3 7.65
$ 123.98 28% % 7.52
$132.24 6.7% $ 7.33
$ 129.21 -23% § 6.96
$ 128.45 0.6% $ 6.42
$ 131.10 2.1% % 7.02
$ 134.36 2.5% 3% 7.46
$7133.97=0.3%$ 7.85
$ 135.56 1.2% $ 8.04
$ 147.12 8.5% $ 7.97
$ 159.61 8.5% $ 8.94
$ 178.21 11.7% $ 9.86
$ 190.16 6.7% $ 11.02

Total Change Corporalions

Change
2.0%
-16.6%
-0.2%

10.4%

2.5%
-6.1%
-4.0%

8.8%

9.1%

2.2%

8.3%
-3.1%

6.4%

10.9%

14.5%
1.8%

8.2%

6.7%
0.1%
-1.7%
-2.5%
-5.0%
-1.8%
9.4%
6.2%

T52%

2.4%
-0.8%
12.2%
10.3%
11.8%
Change

B Ry Y A Y A A A N R R R R

Foundations Change Bequests Change Individuals Change
8.17 6.7% $ 9.08 18.5% § 72.31 2.4%
8.16 02% $  9.15 0.7% % 69.52 -3.9%
802 -1.7% $ 1234 349% % 72.56 4.4%
7.97 -0.6% $ 837 322% §$ 77.20 6.4%
7.50 5.9% % 7.50 -10.3% $ 77.05 -0.2%
7.13 -5.0% % 7.00 -6.8% $ 72.99 -53%
5.11 -283% $ 6.91 -1.3% $ 72.86 -0.2%
5.56 89% $ 6.73 25% % 77.06 5.8%
5.50 -1.2% § 58 -13.5% % 81.24 5.4%
5.54 08% §$ 6.64 14.0% $ = 82.02 1.0%
5.14 -1.3% $ 512 -23.0% $ 83.97 2.4%
5.68 10.5% $ 578 13.0% $ 82.31 -2.0%
5.63 -1.0% 3 6.56 135% $ 84.29 2.4%
5.46 -3.0% $ 899 37.1% $ 82.23 -2.4%
6.02 104% $ - 6.49 -278% % 87.08 5.9%
6.33 52% $ 6.48 02% $ 90.53 = . 4.0%
7.59 19.8% $ 739 140% § 88.87 -1.8%
8.25 8.8% § 8.66 17.3% $ 101.99  14.8%
8.62 4.5% $ 9.65 114% % 94.64 -1.2%
8.66 0.4% $ 9.25 -4.1% 3 98.55 4.1%
8.80 1.6% $ 9.36- 1.2% $ 106.75 8.3%
9.22 47% § 9.74 4.0% $ 103.30 3.2%
9.44 25% § 9.52 23% % 103.07 -0.2%
1026  8.6% $ 968 1.7% $ 10414  1.0%
10.99 11% § 9.85 1.7% $ 106.07 1.8%
10.86 -1.1% $ 11.25 143% $ 104.00 -1.9%
11.54 63% $ 11.73 42% % 104.25 0.2%
1274  104% $ 12.19 39% $ 114.21 9.6%
14.45 13.4% $ 13.11 7.6% $ 123.11 7.8%
17.39 203% $ 13.92 6.2% $ 137.04 113%
19.81 139% $ 15.61 12.1% % 143.71 4.9%

Foundations Change Bequests Change Individuals Change



AAFRC TRUST FOR PHILANTHROPY

Giving by Source 1969-1999 ($ in Billions)

Year Total Change  Corporations Change  Foundatons
1969 $ 20.66 9.6% $ 0.93 33% $ 1.80
1970 $ 21.04 1.8% % 082 -119% § 1.90
1971 $ 2344 114% $ 0.85 42% $ 1.95
1972 § 24.44 4.3% $ 0.97 14.0% $ - 2.00
1973 $ 25.59 4.7% $ 1.06 89% $ 2.00
1974 § 26.88 50% $ 1.10 43% $ 2.11
1975 $ 28.56 6.3% $ 1.15 4.8% $ 1.65
1976 $ 31.85 11.5% $ 1.33 15.1% § 1.90
1977 $ 35.21 106% $ 1.54 162% § 2.00
1978 $ 38.57 95% $ 170 10.0% $ 2.17
1979 $ 43.11 11.8% 3 205 206% $ 2.24
1980 $ 48.63 12.8% § 225 100% $ 2.81
1981 $ 55.28 13.7% $ 264 17.3% $ 3.07
1982 § 59.11 69% $ 311 17.7% § 3.16
1983 § 63.21 69% $ 367 18.1% §$ 3.60
1984 - $ 68.58 8.5% $ 4.13 124% $ 3.95
1985 § 71.69 4.5% $ 4.63 12.0% $ 4.90
1986 § 83.25 16.1% $ 5.03 8.7% $ 5.43
1987 $ 82.21 -1.3% $ 5.21 3.7% $ 5.88
1988 $ 88.04 71% $ 5.34 24% $ 6.15
1989 $ 98.43 11.8% § 5.46 22% $ 6.55
1990 $101.37 3.0% $ 5.46 01% $ 7.23
1991 $105.01 36% $ 525 -3.9% § 7.72
1992 $110.41 51% $ 5.91 12.7% $ 8.64
1993_$116.54 . 5.6%_$% 6.47 9.4%—$ —9:53-
1994 $119.18 23% $ - 6.98 7.9% $ 9.66
1995 $124.01 41% $ 7.35 53% $ 10.56
1996 $138.55 11.7% . $ 7.51 21% $ 12.00
1997 $153.77 11.0% $ 8.62 14.8% $ 13.92
1998 $174.36 13.4% $ 9.65 12.0% $ 17.01
1999 $190.16 9.1% $ 11.02 143% $ 19.81
Year Total Change Corporations Change  Foundations

Change  Bequests Change Individuals Change
12.5% $ 200 25.0% $ 15.93 8.0%
56% %  2.13 6.5% $ 16.19 1.6% .
26% $ 3.00 408% $ 17.64 9.0%
2.6% $ 210 -30.0% $ 19.37 9.8%
0.0% $ 200 -48% $ 20.53 6.0%
55% $ 2.07 35% $ 21.60 52%
21.8% $ 2.23 77% $ 23.53 8.9%
152% § 2.30 3.1% $ 2632 11.9%
53% $ 2.12 -1.8% -$ 29.55 12.3%
85%. % 2.60 22.6% $ 32.10 8.6%
32% % 223 -142% $ 36.59  14.0%
254% $ 2.86 283% $ 4071  11.3%
93% $ 358 252% $ 45.99 13.0%
29% $ 5.21. 45.5% $ 47.63 3.6%
-13.9% $  3.88 -255% $ 5206 9.3%
9.7% $ 4.04 4.1% $ 56.46 8.5%
24.1% $ 4.77 18.1% $ 57.39 1.7%
10.8% $ 570 195% $ 67.09 169%
8.3% $ 658 154% $ 64.53 -3.8%
46% % 657 -02% % 69.98 8.4%
65% $ 6.97 6.1% $ 79.45 13.5%
104% $ 7.64 9.6% 3 81.04 2.0%
6.8% $ 7.78 1.8% $ 84.27 4.0%
11.9% $ 8.15 4.8% $ 8§7.70 4.1%
—103% - $—8:54—4:8%$ 9200 49%
14% $ 1001 172% $ 9252  06%
93% $§ 10.73 72% $ 95.36 3.1%
136% $ 1148 7.0% $ 107.56  12.8%
16.0% $ 12.63 10.0% $ 118.60 10.3%
222% $ 13.62 7.8% $ 134.08 13.1%
165% $ 1561 14.6% $ 143.71 7.2%
Change Bequests Change Individuals Change




Key facts: - -

Allow Charitable Contribution Deductions for Non-Itemizers

Currently 70 percent of taxpayers do not itemize and cannot get a tax credit for their charitable
giving; two and a half times more taxpayers are nomtemrzers 84 mnllron) than itemizers (34
million). :

About 80 percent of families with incomes between $10,000 and $30 000 are nonitemizers. Over
two-thirds of ]these families give to charity. Independent Sector estimates are on average

nonitemizers give $465 annually, and the average household income for nonitemizers who give is
$33,775.

Low income households tend to give more of their donations to religious charities and social

welfare organizations, and this proposal has the support of over 300 groups; including Catholic
Charities, Salvation Army, American Red Cross, March of Dimes, Environmental Defense Fund,
the American Cancer Society and the National Organization of Women Foundation. '

Governor Bush has made this proposal a key part of both his faith based and tax relief package,
arguing it will generate bllhons of dollars annually in addltlonal contrlbutlons

This proposal has strong blpamsan support in Congress “The Charrtable Grvmg Tax Relief Act”,
(HR. 1310) sponsored by Reps. Crane (R-IL) and Coyne (D-PA), currently has 106 bipartisan
cosponsors, including a majorrty of the House Ways and Means Committee.

Likely Criticisms of the Dronosal include:

The standard deduction theoretically }ncludes an allowance for charitable giving. Therefore, non-
itemizers should not be allowed to claim both thé 'Standard deduction and an above-the-line deduction.

Response — There is no estimate as to what amount is built into the standard deduction to
compensate for charitable giving. We can address any potentral problem by providing a tax

~ deduction for nonitemizers above a set. floor (about $500, the amount the average nonitemizer now
grves)

Extending the chc‘mtable contrzbutlon deduction to nonitemizers is likely to cost T reasury more than
the added actual giving to charities — that is, a dollar of tax deductions produced less than a dollar of
additional giving. ‘ :

It is too expensive.

Response - There is no conclusive evidence to suggest that this is true. As a matter of fact, we
know that glvlmg is highly price elastic — implying that the deduction stimulates more in giving
than it costs Treasury in terms of tax revenue. Price Waterhouse has estimated nonitemizers would
give $3 billion more annually if they could deduction contributions.

Response — There are a number of ways to control- the cost of such a proposal such as: 1) placing
" aceiling on tllre amount of the deduction; 2) allowing only a percentage (i.e., 50%) of the amount
over the floor|to be deducted; and/or 3) rarsmg the floor.. .
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" Record Type: Record"“ '

To: - _BruceN Reed/OPD/EOP@EOP Eric P. Llu/OF’D/EOP@EOP

cc: B CynthlaA che/OF’D/EOP@EOP Ann OLeary/OPD/EOP@EOP Anna chhter/OPD/EOP@EOP Cathy
R. MaysiOPD!EOP@EOP )
Subject charity taxes

" It looks like the entrre tax plece to encourage phnlanthropy is set and Burman doesn't think it should be a
: problem at this pomt . .

1. Nomtemlzer 50% above-the line deduction for charitable contnbutrons in excess of $1000
-.singles/$2000 jomts 2001-2005; $500 si ngles§$1000 joints - 2006 and thereafter.

{Costs are in mrllons) o o R ; ‘ :
01 02 03 04 05 06 . 07 08 09 10 00-05 00-10

-$516 - -$1062 l-$'73.’3 -$765 ‘-$817 -$1245 -$1847 -$1928 -$2007 -$2082'-$3893 -13002

_2. Simplify the excise tax on private foundations from the current 1-2% floating rate to a flat 1.25% [Note
.- 1 am not totally comfortable with this yet. From a tax policy perspective it makes sense to have a flat rate
instead of the floatlng 1% and 2 %. Still; | have not been able to track down the appropriate people from
the Council on F]oundatlons to get their read on it. While 1.25 % can be described as tax simplification, it
still would effectively raise taxes (although negligibly) on'some private foundatlons ifthe 1.25% is a
2 prob!em | would propose dropping it from 1.25% to 1% in 06.

o1 02 03 04 05 06 o7 08 09 10 © 00-05 00-10

i

849 670" §71 73§75 578 -$81 -84 987 890 338 -§758

3. Increase limit }bn charitable donations of appreciated stock. This includes increasing the current 30%
AG! limit on apprec:ated assets to 50% AGI and increasing the current 20% AGI limit on apprecuated
assets to private foundatsons to 30% AG!

i

of - 02 ?3 04 05 06 07 08 09 10 0005 00-10

$7 847 ‘-1329 5207 %12 88 -$8°  -$9. -39 -$10 -$115 -$150

* Treasury also wants to mc!ude a small techn:ca! clarification that would treat donor advised funds
maintained by charitable corporations similar to the operational rules that apply to community trusts under

existing Treasury regulations, which include minimum annual payout requrrements applicable to pnvate
. foundations. : A

Background
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in recent years ;there has been a large increase in the number of so-called "donor advised funds"
maintained by charitable organizations. These funds permit a donor to receive a current. charitable
contribution deduction for amounts contributed to the charity and to provide ongoing advice regarding the
investment or d stribution of such amounts. Several financial institutions like Fidelity and Vanguard have
formed charitable corporations for the purpose of offering donor advised funds. These funds resemble the
separate funds maintained by community trusts. However, although Treasury regulations provide clear
rules regarding the requirements that a community trust must meet in order to qualify as a publicly
supported orgapization the rules governing donor advised funds maintained by charities organized as
corporations are unclear. Most of the large funds have voluntarily adopted minimum payout requirements
and other reqwrements which have been agreed toas "best practices" among the big players in' the
industry. Treasury wants to propose these agreed to "best practices” in order to avoid regulatory
uncertainty in the future. A

Specifically, the‘proposal would provide that a charitable corporat:on whxch engages in donor advised
funds may qualify as-a public charity (thus, not a private foundation, which are more highly regulated) if: 1)
the donor can't restrict or condition the use of the assets - the larger corporation has to have a say in
where the assets go; 2) the corporation makes distributions from the funds only to public charities; and 3)
the corporatnon annuall y distributes-at least 5 percent of the corporation's assets.

" The cost of this proposal is negligible (as a cost)'and doesn't factor info budget estimates.
The bottom line js that Treasury is trying‘ to maintain that these donor advised funds act like the separate

funds malntalned by community trusts in their manner of operation by supporting public charities. | don't
believe that we need fo nclude this propesal in paper descnblng our policies o promote ph:lanthrcpy
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Subject: charity tax

~ The tax package is still not finished but there is a new model for the nonitemizer deductron which seems

to fit into a pack

floor

% deductible

age that Treasury can accommodate.

1. 02 03 04. 05 06 07 08 . 09/10

$1000 $1000 $1000 $1000 $1000 $500 $500 $500 $500
50% 0% 50% 50% 50% 50% 50% 50% 50% v

Total cost 01 10 is $13 billion. Burman said not to worry about the 60 percent increase in cost from the
last model we were looking at, which was a little less than $8 billion - there is more money available in the
" out-years to accommodate this model. This model does a good job of addressing both our concerns (by
getting to a $500 floor) and Treasury's (by not delaymg rmplementatron and having a 50% deductible limit
across the entire stream) R
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From Eilén - another article from The Chronicle of Philénthropy '

From The Chro:thcle of Philanthropy

From the i |ssue dated Thursday, April 20, 2000

Support Grows for Adopt|on of New Federal
. Rules on Donor-Advised Funds

|
By THOMAS J. BILLITTER

Donor-advised funds have become one of the nation's most popular gi\)ing
techniques. And yet the funds operate with few clear legal guidelines.

But that may soon change. Officials in
Washington have begun considering how
. best to regulate the funds, which allow
‘donors to obtain a tax deduction on gifts
to a community foundation or similar .
charity, then recommend how to distribute
the money. C :

.. In-February, the Clinton administration
*  asked Congress o pass new rules on
donor-advised funds. The restrictions it
proposed would require such funds to
distribute a minimum portion of their assets each year to charity and
discourage donors from recommending inappropriate uses for their money.

Helping to fuel the drive for new legislation is the concern that some
orgamzattons are allowing or encouraging people to make grants from their
donor-adwsed accounts to themselves or to groups that provide personal
beneﬁts to the donors. .

In ar analysis of the proposed regulations, which are outiined in Presndent
Clinton's 2001 budget proposal, the Treasury Department said that. new
laws|are needed "to encourage the continued growth of donor-advised
funds" while also "minimizing the potential for misuse" of the funds.

Donc r-advised funds are offered by community foundations, Jewish
federattons and other charitable organizations, including non-profit .

‘ corporatuons formed by commercial banks and brokerages. Donors who
éstablish such funds getan mmeduate mcome-tax deduction for an




irrevocable gift of cash or some ‘Gther asset. They then can recommend how -
anc;i when grants will be paid from the funds to charities. .
Under the Clinton administraﬁon‘s? proposal, organizations that offer
dorj‘\or-advised funds could incur stiff penalties if they fail to meet three main -
requnrements .

*The organlzatlons must malntam control over how the money in the gift
fungs is spent. Donors can only recommend -- not dtctate -- whlch groups
receive grants from their accounts.

* G!rants made by the funds must go only to charstses private operating
foundatuons or some government-related groups.

* The annual grant payout must equal or exceed 5 percent of the aégregate
assets of the funds that the organization maintains, the same payout
threshold that applies to private foundations.

Penfalties for breaking one of the rules would be stiff. A charity that

’ mamtamed more than half of its assets in gift funds would risk being
classmed as a private foundation if it violated one or more of the rules.
Private foundations are subject to far stricter regulations than are charities, -
including the imposition of an excise tax on their investment income and
lower deductibility limits for donors' gifts. '

A charity that maintained less thah‘ half of its assets lin donor-advised funds
would not be subject to private-foundation rules, but the portion of its
assets that were held in donor-advised funds could be.

. The proposed rules also would penalize donors who recommended that
. distributions from their funds be used in ways that provided personal
beneﬁts :

Legal experts and oﬁ" cials at many glft funds have !ong argued that if action
asn't- taken to prevent abuses of donor-advised funds, Congress or the
lntemal Revenue Service could wind up imposing far stricter regulations that
would slow or even stop the growth of the technique.

"We're in favor of anything that would give people a more secure feeling
about donor-advised funds and that would put all the funds on a level
playmg field,” says Susan Smith, marketing director for the Vanguard
Charitable Endowment Program, a donor-advised fund offered by the
Vanguard Group, a brokerage company.

Still ]Consensus does not yet exist émong charity officials on exactly what
form new legislation should take or' whether the administration's proposal,
as currenﬂy crafted would lead to unintended problems.

Conlcem exists, for example, that the proposed rules could stop grants from
being used for gifts to foreign charities. Barring donor-advised funds from
making overseas grants is a part(cularly nettlesome issue for many
non-profit groups.

"In a global economy, this creates a very xenophobic approach to

i
i
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phil’énthropy," says Drummond P‘ike president of the Tides Foundation, a
charlty in San Francisco that has about 250 donor-advnsed funds w;th
$124 mllllon in assets.

T;des makes grants to overseas charities and is helping to start a s:ster
orgamzatlon in Canada that Mr. Pike says will probably receive grants from
Tldes -- unless Congress winds up preventlng such transactions. .

,Some observers also worry that the rules, as currently proposed, could
1mpose penalties on a charity even if only a single gift-fund account were
use{d inappropriately. Phasing in penalties and shifting some of the burden of
compltance to donors -- and away from chantnes -- would make the rules
‘more equitable, they say
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TOTAL GIVING REACHES $190.16 BILLiON

' AS CHARITABLE CONTRIBUTIONS INCREASE $15. 80 BILLION IN 1999
’ SECOND LARGEST INCREASE OF THE DECADE

May 24, 20]00 ‘New York C1ty The AAFRC Trust for Phﬂandlropy released its
1999 estimates of charitable giving in the United States at noon. George C.
Ruotolo, Ir CFRE, Chair, AAFRC Trust for Philanthropy stated that, as the 1900s
ended, charitable giving surpassed $190 billion. Since 1997, giving has increased by
more than $15 billion annually. lemg also gained ground in the context of the

" total economy. Since 1995, when philanthropy represented 1.7% of gross domestic
product (GDP), giving as a share of GDP has steadily increased, reaching 2.0% in
1998 and 2.1% in 1999. Giving as a pcrcentagc of personal income has also been
growmg over that time span. ‘In 1995, personal giving represented 1 5% of personal

' mcomc In 1998 and 1999 it rcached 1.8%.

‘Giving, By Ind1v1duals and Bequests Up $11. 63 Billion
In fact, contnbuuons from.individuals caused the vast majority of the 1999 increase
in overall g!mng ‘Personal giving rose an estimated $11.63 billion, representing

. nearly three-quarters of the total. Most of this increase--$9.64 billion--came from
hvmg mdlvllduals Another $1.99 billion were contributed by bequest. Personal
giving increased 7.2% and reached $143.71 billion; bequest gmng increased 14.6%

and reachcd $15.61 billion.

The Rlpple Effect

Personal gwmg creates a ripple effect that goes beyond the increase of a partxcular
year. Individuals make contributions to foundations, and these contributions
subscquentlly begin to flow out to the nonprofit sector as grants. Contributions that
formed new foundations or cnlarged the endowments of existing foundations are
now dm:ctly funding nonprofit programs. Moreover, the seeds that are planted in
foundationlendowments become more vital by virtue of the fact that they are

invested, and the growth in invested assets augments the value of the original gift.
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Giving By Foundations Increases. Sharply -

Giving by}non corporate foundations, as estimated by the Foundauon Center,
- increased by $2.80 billion and reached $19.81 billion. This 16.5% increase was the
 direct result of the increased value of foundation assets. Foundation endowments
swelled because of both the strong economy and the mfusxon of new money in the
~ form of per: rsonal contributions. ‘

Faundatlons As Vehicles For Pcrsonal Giving -

Personal glfts to foundations increased by double-digit pcrccntages every year of the.
“decade except 1994. In keeping with this pattern, personal giving to foundations in
1998, the [last year for which data are available, increased by over $14 billion, or
37.8%. The Foundation Center reports that the number of active foundatlons in
1998 rose by 2,700, the largest increase in numbers on the record, that begins in
1975. Since 1980, the number of foundations almost doubled. Thus the relatively
strong rate of growth in institutional giving is in part duc to the increased use of

.
these institutions as vehicles for personal giving.

3 Gwmg AL Investmg Somc Other Examples.
In addition to beefing up the endowments and numbers of foundamons individuals
‘made gifts of appreciated assets, mostly stocks, to other institutions over the past
decade that will continue to fund nonprofit programs into the future. People gave
 tothe endowments of speaﬁc nonprofits, such as those at colleges and universities.

- And the phcnomcnon of giving to charitable glft funds rapidly accelerated over the
past ten years, as well. It is apparent that individuals have chosen to invest thclr
. charltable assets as well as thelr pcrsonal assets.

 The Stoclf Market . : : : ‘
- The extent to which mdmduals make gifts of assets for cap1ta1 purposcs the focus of

" their philanthropic planning is closely tied to the performance of those investments
in the stock market. Year-end values of the market are particularly salient indicators
of personal wealth and the value of contributions. The market grew more in 1997
and 1998 than in 1999. ‘The Standard & Poors 500 index’s average value in

'Novcmbc‘r and December increased by over 200 points in 1997, by over 300 points
in 1998, and by ]ust under 150 points in 1999. This slightly slowed the rate of
growth of‘" giving in 1999 relative t0;1998. In 1999, total gwmg grew 9.1% after
increasing by 13.4% the year before: However, much 1998 giving was invested in

 foundation endowments, charitable gift funds, and the endowments of specific

* charities, lAnd so the 1998 growth continued to play an unportant role i in thc

financial hcalth of the sector in 1999.

v
xv"



Cbrporatc vamg Rises Also :

In keepirig with the pattern of increase seen in foundauon giving, corporations and
their foundations increased their giving over 1998 by an additional $1.37 billion.
Corporate: giving was up 14.2%, and total corporate giving reached $11.02 billion.
“ Corporatc gmng as a percentage of pretax profits also climbed. In 1996, corporate
giving reprtI:scntcd 1.0% of corporate pre-tax income; by 1999, it had reached
1.3%. This is particularly impressive because the value of corporate philanthropic
conmbuuons and corporate foundation grants is only part of corporate support of
nonprofits. Marketing dollars and other expenditures also benefit charmcs even
though thcy are not chantablc gifts.

Religion Plosts Largcst Doll‘ar Increase Among Recipient Categories’
Giving to rctthglon increased by $4.29 billion, reaching $81.78 billion. This is
double the next largest dollar increase of $2.14 billion that went to education
organizations. Religious giving is the largest component of total giving,
rcprcscnting 43.0% of 1999 contributions, and it has historically been the area to™ -
which Amcncans donate the most. Because the baseline number on giving to
rchg10n--$77 49 billion in 1998--is so high, the percentage increase generally does -
not appear very dramatic. For 1999, it was 5.5%, compared to 8.5% for education,
even though education orgamzauons posted a lower i increase in dollar amounts.

Giving to Educatxon Increases. Second Largest Dollar Increase.
- Giving to cducanon increased by 8.5%--or $2.14 billion--in 1999 and reached
$27.46 billion in 1999. This is slightly slower than the 10.9% growth in giving to

higher cduc]auon for fiscal 1999 reported by the Council for Aid to- Education. Still,”

it follows two years of double-digit increases, and education giving remains vc'ry

- -strong, The organizations surveyed by Giving USA showed strong increases in
conmbutzons to large and small orgamzanons but weaker pcrformance among mid-

sm:d groups

4'G1v1ng _to Ilinternatipnal Affairs and the Environment Increase Sharply
The small categories of international affairs and environment/wildlife posted large
percentage increases--23.6% and 11.1%, respectively. Much of the charitable giving
to these kinds of orgamzauons s concentratcd in the largest groups, and these large
groups farcd even better than did the complete categories. In 1999, total
mternatxonal giving reached $2.65 bﬂhon and environment/wildlife giving rcached
$5.83 b]lhon

I’ubhc/Soaety Benefit lemg Slows
Giving to thc category of nonprofits called public/society benefit slowed in the
aggregate a&er growing sharply the year before: - But this represents some variety in




how different institutions performed. For one thing, there was a lot of variability
among the hargest institutions that responded. Charitable gift funds, as an example,
fall into this category and are among the large organizations. Some of these large’

* public/socicty benefit organizations posted very sharp gains, gains that were well
outside the|norm: But the more typical response was not as strong as some of these
particular i nllsutuuons responses would imply. In addition, small organizations in
this category performed very well; they just do not command enough revenue to

influence the totals very much.

Arts Giving Up Sohdly, Large and Small Orgamzatxons Contmuc to Show
~ Strongest ¢ Growth v
~ Giving to thc arts, culture, and humamncs mcreascd by 5. 12% in 1999, reachmg

$11.07 billion.. The growth was caused primarily by increases in giving to large and |

small organllzaaons the came categories that fared well in 1998. Also like 1998, the
mid-sized organizations showed a moderate decline in contributions. Still, total
.revenue reported by these mid-sized organizations was up, indicating that charitable
contributions data do not tell the whole story with regard to the financial health of
the responding charities. Other sources of income to md»smcd arts organizations
.apparently dld not fall off.

Health and Human Serwccs Post Gains - :
Giving to hcalth and human services increased, by 6.28% and 7.95%, respectively.
Giving to. human service organizations reached $17.36 billion. Giving to health
reached $17 95 billion. Both increases come after giving to both categories
Aincreased by more than 20% the previous year. The solid growth of the 1999 year is '
* part of a recent pattern of strong perforrnance :

.The. AAFRC Trust for Phllanthropy

The American Association of Fund-Raising Counsel (AAFRC) was founded in 1935 -
~ ‘'to advance iprofcssmnal and ethical standards in philanthropic fund-raising :
consulting and to promotc philanthropy in general. Giving USA was first published

~ - as a public service in 1955. In 1985, three association leaders, Arthur D. Raybin,

- John Grentzcbach and Charles E. Lawson, incorporated the AAFRC Trust for .
 Philanthropy to-carry out and expand a numbcr of the pubhc service goals of the
assocxan0n| - , |

,Today thc trust pubhshcs &vzng USA the'annual yearbook on Amcncan
phﬂantluopy, and supports research and education in philanthropy. The Amcrlcan

. " Association of Fund-Raising Counsel corntinues to provide financial support,

_expertise, and leadership to the trust and works in partnership with it to advance

o phﬂanthroﬁy and promote Cth.lCS n thc fund reusmg profcssxon




: Gwmg USA 2000 data will be avaﬂable on disc in June 2000 and Giving USA 2000
- will be availablc in book form by September 2000. Both may be ordered by calling
888-5- GIVING or by downloading an order form from http://www.aafrc.org.
Giving USA $65 + $6 shipping and handling ($71). Giving USA on Disc is $135 +
$6 shlppmg and handling ($ 141) All orders must be prepaid.



http:http://wwW.aafrc.org

Y,

AAFRC TRUST FOR PHILANTHROPY

. Statement of
- Russell G. Weigand, CFRE
Chair, American Association of Fund-Raising Counsel, Inc.
Co-President, Campbell & Company

Charitable giving has mcrcased by doublc digit percentages for four straight years.
It is likely that this is not merely a momentary windfall for the nonprofit sector, but
rather, we might say it signals the beginning of a new age of philanthropy. Resecarch
from Bosto'n College indicates that the transfer of wealth between 1998 and 2052 is
likely to be valued at least $41 trillion and may be as high as $136 trillion. Even the
conservative end of this range provides support for the idea that we may be at the
brink of a rlcvolutionary augmcntation in the capacity to give.

The wherewithal for giving has been studlcd and demonstrated. And there has been
significant lcadcrshlp among cmcrgmg philanthropists, leadership that sends a signal
to wealth- holdcrs at all levels that the nonprofit sector is a valuable place to invest
some of thosc assets. However, the full potential for charitable giving will be
realized only when we address matters other than the sheer magmtudc of capacmy to
give and th?e attitude of the public toward the sector. The precise patterns of giving
depend on other factors as well.

How well will we guldc glft-supported institutions in seeking and usmg a wide
range of assets? Which communities and what types of nonprofits will benefit from
philanthropy in the new millennium?

It is true that there has been an explosion of new wealth. Yet, we are sometimes
narrow- rmndcd in how we think about capital. New wealth is held not only in stock
and cash. It may also be in the form of land or other tangible property. Nonprofits
may not always be positioned to benefit from gifts in non-traditional forms, '
especially if the relationship between the type of asset and the charity's mission is not
straightforward. Sometimes, charities unnecessarily forgo contributions that could
be of great value to them.

The nonprofit consulting field plays-an integral role in helping nonprofits manage
IESOUICES. ’Thc professionals who guide nonprofits must understand the range of
assets arid how they may be used by nonprofits, and they must impose both
discipline and creativity on this understanding. Nonprofits will continue to receive
much support from contributions of‘appreciated securities and cash. But, nonprofits

-Oover-




can learn to use a more diverse platform of assets. It is the consulting profession that
can make] these assets work for the sector. - For example, certain conservation
orgamzanons receive gifts of land regularly, but other typcs of organizations, in a
different ways, can use the same asset.

The profession must also be in rune with its client base and anticipate changes in the
needs of a variety of institutions. The American Association of Fund-Raising
Counsel, Inc (AAFRC) belicves that a strong professional association must have five -
key components: It must provide collegmhty for its members. It must provide
ongoing education for them. It must promote ethical professional behavior and -
standards! It must advocate for an environment conducive to doing business
cffectxvelyi And it must have a strong pubhc service component.

The AAFRC in partnership with the National Society of Fund Raising Executives
(NSF RE), is developing a program to identify and educate highly trained ‘
dcvclopmcnt professionals who reprcscnt a variety of specific ethnic and racial
communities that may be under- represcntcd in the consulting profession. By
encouraging and facilitating the entry of such professionals into consulting careers,
the program can ensure that consultants to the sector are able to understand a broad

basc of client needs in an cvcr-w1demng range of communities.

Today's dc‘velopment professional must understand the increasing diversity of
contributed assets and must also undcrstand and, indeed, represent the dcmographlc
diversity of those who support the sector and are served by it. The AAFRC aspires
to play a plvotal role in ensuring that both these patterns that will so dramatically
affect nonproﬁt institutions are skillfully and Cthlcaﬂy managed. -

ASSOClathI‘l members are proud of sixty-five years of service to the sector in a variety
of cultural ]and €Conomic climates. And for more than four decades association
leadership recognizes the importance of meeting public needs that go beyond the
immediate needs of AAFRC firms through the production of Géiving USA. This
year's cdmon of the nation's ycarbook on philanthropy marks another year of
supplying 1 information about the sector to nonprofit organizations, the press,

' profcssmnals and policy makers. The AAFRC is proud of its continued partnership
with its 1Siyear old foundation, the AAFRC Trust for Philanthropy, in prov1d1ng
this valuable public service, and it anticipates a continuing pattern of service in the
years to come.
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Total giving increased from $1’74 36 bﬂhon to $190 16 billion between 1998 and 1999.

. vThjsl represents a 9.1% increase (6. 7% in inflation- -adjusted terms). Total gwmg represented
2.1% of gross domestic product in 1999 and 1.8% in 1989. The last time giving was at -
2.1% of GDP was in 1971. ' ‘ o

Gwmg by living individuals increased from $134.08 billion to. $143.71 billion between
1998 and 1999. This represents a 7.2% increase (4.9% in inflation- ad]usted terms).
Indmdual giving represents. 75.6% of 1999 contributions. Personal giving rcprcscntcd 1.8%
of personal income in 1999, the same percentage as in 1989. The last nmc giving was above
1.8% of personal i income was in 1973 when it was at 1.9%.

G'vmg by bequest increased from $13.62 billion to $15.61 billion between 1998 and 1999
“This represents a 14.6% increase (12.1% in mﬂauon—ad;ustcd terms) Bequest giving

reprlesents 8.2% of 1999 conmbunons
gy

Giving by foundations (not mdudmg corporate foundations) increased from $17.01 billion
to $‘19 81 billion between 1998 and 1999, according to data released by the Foundation
Center. This represents a 16.5% increase (13.9% in inflation-adjusted terms). Foundation
giving represents 10.4% of 1999 contributions. - :

lemg by corporations and corporate foundations mcrcased from $9 65 billion 1o $11.02
billion between 1998 and 1999. This represents a 14.3% increase (11.8% in inflation-

- adjusted terms).’ Corporate giving represented 1.3% of corporate pre-tax income in 1999
and!1.5% in 1989. Historical comparisons of this nature are somewhat misleading, however,
because modern corporate support of nonprofits is not limited to the sum of tax—dcducublc
gifts and corporate grants that are rcportcd in Gwmg USA.

Giving to religious congregations ;ind denominations increased from $77.49 billion to
$812 78 billion between 1998 and 1999. This represents a 5.5% increase (3.3% in inflation-
. adjusted terms). ' Contributions to rchgmus organizations account for 43.0% of 1999 giving
and| accounted for 48.5% in 1989. - :

‘ Giving to education orgamzanons{ increased from $25.32 billion to $27 46 billion between
1998 and 1999. This represents an 8 5% increase (6.1% in inflation-adjusted terms). -
Conmbutlons to education organizations account for 14.4% of total 1999 giving and
accounted for 11.1% in 1989 :

Ganmg to health orgamzanons increased from $16.89 billion to $17.95 billion between
1998 and 1999. This represents a 6.3% increase (4.0% in mﬂanon-ad;usted terms).
Contributions to health organizations account for 9.4% of 1999 glvmg and accounted for
10.1% in 1989.
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Gi\!ing to human service organizations increased from $16.08 billion to'$17.36 billion
bct?veen 1998 and 1999. This represents an 8.0% increase (5.6% in inflation-adjusted
tcn]ns) Contributions to human seivice orgamzauons account for 8.6% of 1999 gwmg and
accounted for 11.6% in 1989. :

Gwmg to arts, culture, and humamtles orgamzatlons mcreased from $10.53 bilhon to
$11.07 billion between 1998 and 1999. This represents a 5.1%. increase (2.8% in inflation-
adjtllsted terms). Contributions to arts, culture, and humanities orgamzanons account for

5. 8% of 1999 gmng and accounted for 7. 6% in 1989. '

Gwmg to public/society benefit orgamzanons mcreased from $10.86 bﬂhon to $10.94
billion berween 1998 and 1999. This represents a 0.8% increase (-1.4% in mﬂanon—adjustcd
tcrms) Contributions to public/society benefit orgamzanons account for 5.8% of 1999~
gmng and accounted for 3 9% in1989.

Gn%mg to etmronmentf“uldhfe orgamzatxons increased from $5.25 billion to $5. 83 billion
bcqveen 1998 and 1999. This represents an 11.1% increase (8.7% in inflation-adjusted
: tcrms) Contributions to environment/wildlife organizations account for 3.1% of 1999

giving and accountcd for 1.9% in 1989

Gﬁ?ng to mtematlonal affairs orgamzatidns increased frofn $2.14 billion to $2.65 billion
bcthccn 1998 and 1999. This represents a 23.6% increase (20.9% in inflation-adjusted
terms). Contributions to international affairs organizations account for 1. 4% of 1999 giving

- and accounted for 1.0% in 1989.

Gifts to non-corporatc foundations are included i the Giving USA estimate through
1998 Data for 1999 are not yet available, but do comprise some part of the $190.16 total
gmng figure. Many people made gifts to foundations or formed foundations in 1999. To
dcnlve the 1998 estimate of $19.24 billion, the AAFRC Trust for Philanthropy subtracts gifts
to corporate foundations from the Foundation Center’s estimate of all gifts to foundations.
The Trust also commissions the Foundation Center to calculate the value of transfers of
- a55€TS 10 healthcare foundations that result from nonprofit to for-profit conversions, which
are not, technically speaking, charitable gifts, even though they are recorded by foundations
as “gifts received.” This figure is. also subtracted from total gifts to foundations that the
Foundation Center releases. Over the ten years 1988-1998 gifts to foundations increased
- from §3.93 billion to $19. 24 billion, a substantial increase of 389%. For comparison, total
glvmg over the same period increased by 98%. It s also i interesting to note that
comnbuuons to the public/society benefit category of organizations, that includes other types
of S}lppomng organizations, such as federated giving programs and charitable glft fundsat
investment companies or banks, mcreased 238% over this penod




Year
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

Year

Giving USA uses the Consumer Price Index to adjust for inflation..
Note: Gifts to foundations from 1992-1998 represent total gifts reported to the Foundation Center, minus gifts to corporate foundations. The Foundation Center also provided data on the value of assets transferred to

Total
$ 93.77
$ 90.33
$ 96.43
$ 9741
$ 96.02
$ 90.84
$ 88.45
$ 93.25
$ 96.81
$ 98.55
$ 98.92
$ 98.32
$101.32
$102.05
$105.73

'$109.96

$111.00
$126.55
$120.56
$123.98

$132.24 -

$129.21
$128.45
$131.10
$134.36
$133.97
$135.56
$147.12
$159.61
$178.21

Total

%
Change
3.9%
-3.7%
6.8%
1.0%
-1.4%
-5.4%
2.6%
5.4%
3.8%
1.8%
0.4%
-0.6%
3.0%
0.7%
3.6%
4.0%

0.9%.

14.0%
4.7%
2.8%

6.7%

-2.3%
-0.6%
2.1%
2.5%
-0.3%
1.2%
8.5%
8.5%
11.7%

%
Change

Religion
$ 40.95
$ 40.10
$ 41.42
$ 40.26
$ 39.51
$ 40.01
$ 39.67
$ 41.52
$ 46.68
$ 46.89
$ 46.29
$ 4495

$ 4591

$ 48.44
$ 53.26
$ 57.00
$ 59.16
$ 63.36
$ 63.81
$ 63.58

$764.18

$ 63.47
$ 61.16
$ 65.21
$ 64.90
$ 67.68
$ 72.43
$ 75.03
$ 75.46
$ 79.20

‘Religion

%
Change
1.6%
2.1%
3.3%
2.8%
-1.8%
1.3%
0.9%
4.7%
12.4%
0.4%
-1.3%
2.9%
2.1%
5.5%
9.9%
7.0%
3.8%
7.1%
0.7%
0.4%
0.9%
-1.1%
-3.6%
6.6%
-0.5%
4.3%
7.0%
3.6%
0.6%
5.0%

%
Change

Contributions Received by Type of Organization 1969-1999 (in billions of inflation-adjusted dollars)

Educa-

tion
11.53
11.16
11.31
11.88
11.63
10.31
8.76
9.60
9.95
10.50
10.42
10.03
10.58
10.36
11.12
11.69
12.65
14.27
14.43
14.41
14.71
15.82
16.45
16.97
17.75
18.67
19.25
$ 20.34
$ 22.83
$ 25.88

R IR AR A B R BRI AR IR AR B B AR B B AR R BRI B B o B L R

Educa-

tion

%
Change Health

1.2% $ 10.49
-3.2% $ 10.31
1.3% $ 10.74
5.0% $ 11.16
2.1% $ 11.63
-11.4% '$ 11.39
-15.0% $ 11.18
9.6% $ 11.48
3.6% $ 11.24
55% $ 11.55
0.8% $ 11.34
3.7% $ 10.80
55% $ 10.61
2.0% $ 10.62
7.4% $ 11.17
51% $ 10.97
8.2% $ 11.95
12.8% $ 12.83
1.1% $ 13.52
0.2% $ 13.49
2.1%°$ 13.34°
7.5% $ 12.62
40% $ 11.84
3.1% $ 12.16
4.6% $ 12.48
52% $ 12.96
3.1% $ 13.76
57% $ 14.75
12.3% $ 14.56

13.3% $ 17.26

% Health

Change

%
Change
5.3%
-1.7%
4.2%
3.9%
4.2%
2.1%
-1.8%
2.7%
-2.0%
2.7%
-1.8%
4.8%
-1.7%
0.1%
52%
-1.8%
9.0%
7.3%
5.4%
-0.2%

~1.1%

-5.3%
-6.2%
2.7%
2.6%
3.8%
6.2%
7.2%
-1.3%
18.6%

%
Change

R IR R A IR B A AR R AR IR AR AR B AR R B AR B B B AR ERc BR - S

Human
Services
12.30
12.54
12.38
12.59
11.52
10.21
9.10
8.84
9.81
9.89
10.28
9.93
10.30
10.93
11.98
12.64
13.16
13.88
14.43
14.77
15.30
15.07
13.59
13.74
14,38
13.17
12.79
12.91
13.14
16.44

Human

Services

%
Change
11.2%
1.9%
-1.2%
1.7%
-8.5%
11.4%
10.8%
2.9%
11.0%
0.8%
4.0%
-3.4%
3.8%
6.1%
9.6%
5.5%
4.2%
5.5%
4.0%
2.4%

3.6%

-1.5%
9.8%
1.1%
4.6%
-8.4%
2.9%
1.0%
1.8%
25.1%

%
Change

R AR AR R IR AR AR AR AR B R R R R AR R B IR A B I R IR R N L )

Arts
Culture
3.26
2.85
4.15
4.38
4.73
3.90
3.84
4.04
6.38
6.13
6.26
6.37
6.71
8.56
7.04
7.22
7.87
8.86
9.25
9.56

10.08

10.06
10.77
11.07
11.03
10.89
10.89
11.60
11.02
10.77

Arts
Culture

% -

Change
12.7%
12.7%
45.9%

5.5%
7.8%

17.6%

-1.5%
5.3%
57.8%
-3.9%
2.2%
1.7%
5.3%
27.7%
17.8%
2.5%
9.0%

12.7%

4.4%
3.3%
5.4%
0.2%
7.1%
2.8%
0.4%
-1.3%
0.0%
6.5%
4.9%
2.3%

%
Change

1999 $190.16 6.7%$-81.78— 3.3%—$-27.46 —6:1%—$-17-95— 4:.0%—$17-36—5:6%—$-11.07— 2:8%$-10:94——-1-4%—$—5.83 —87% $—2.65

Public/ %  Environ- % Int'l %  Unal- Gifts to
Society Change ment Change Affairs Change located Fdns.

$ 255 24.3% $ 12.70

$ 195 -23.3% $ 11.42

$ 281  44.0% $ 13.60

$ 327 16.2% $ 13.87

$ 233 -28.8% $ 14.67

$ 2.26 2.7% $ 12.77

$ 245 8.0% $ 13.45

$ 3.02 23.3% $ 14.75

$ 3.35 11.2% $ 9.38

$ 276 -17.7% $ 6.71

$ 2.82 2.3% $ 6.44

$ 295 4.6% $ 9.30

$ 3.28 11.1% $ 9.55

$§ 290 -11.6% $ 3.33

$ 3.16 9.0% $ 3.47

$ 311 -1.6% $ 1.95

$ 3.4 10.5% $ 4.55)

$ 3.72 8.3% $ 2.08

$ 4.21 13.0% $ 2.92 $ 114 $(10.73)

$ 4.52 7.4% $ 3.12 69% $ 121 56% $ (6.22) $ 5.54

$ 516 14.1% $ 2.56 -18.0% $ 135 11.8% $ (0.36) $ 5.93

$ 6.27 21.6% $ 3.18 242% $ 1.66 23.0% $ (3.81) § 4.88

$ 6.03 -3.8% $ 3.38 63% $ 1.86 11.7% $ (2.08) $§ 5.46

$ 6.00 0.6% $ 3.49 34% $ 1.76 5.0% $ (5.24) § 5.94

$ 6.27 4.6% $ 3.46 0.8% $ 1.86 53% $ (499 § 7.22

$ 6.80 85% $ 3.75 82% $ 215 159% $ (9.21) $ 7.11

$ 7.76 14.1% $ 4.10 9.4% $ 1.95 9.2% $(16.63) $ 9.25

$ 8.04 3.5% $ 405 -14% $ 1.81 -7.3% $(14.82) $ 13.41

$ 8.70 83% $ 4.25 49% $ 2.04 12.4% $ (6.88) $ 14.49

$ 11.10 27.5% $ 5.36 26.3% $ 2.19 7.6% $ (9.65) $ 19.66

20:9 %~ See-note:

Public/ %  Environ- % Int'l % Unal- Gifts to
Society Change ment Change Affairs Change located

heath care foundations during that period. These are not charitable gifts, but transfers resulting from conversions of hospitals and other health care institutions from non-profit to for-profit status. These were subtracted.
For 1999, there is no estimate for gifts to foundations, but some funds that were given to nonprofts but not reported by other uses are in this category, called "unallocated-gifts to foundations.” The exact number will be released in 2001.

Y

AAFRC TRUST FOR PHILANTHROPY



http:1999-$190.16
http:6.7%--$-64.18
http:1984$109.96

AAFRC TRUST FOR PHILANTHROPY -
Givingas a Percentage of Gross Domestic Product 1969-1999 A

Giving GDP ~  of GDP Labels

1964 $ 13.60 $ :663.0 21% 1964
1965 $ 1471 $ :719.1  20% - 1965
1966 $ 1579 § .787.8  2.0% 1966
1967 $ 17.03 § 18336 2.0% 1967
1968 $ 18.85 § (1910.6  2.1% - 1968
1969 $ 20.66 $ 19822 . 2.1% - 2.1% 1969
1970 $ 21.04 § 1,035.6 2.0% 1970
1971 § 23.44 § .1{,1(25.4 C21% 1971
1972 § 24.44 $ 1,237.3 2:0% : 1972
1973 $ 2559 §$ 1,382.6  1.9% 1973
1974 $ 26.88 $ 1,496.9 1.8% 1.8% 1974
1975 $ 28.56 '§ 1,630.6 1.8% ' 1975
1976 $ 31.85 $ 1,819.0 1.8% 1976
1977 § -35.21 §$ 2,026.9 1.7% - 1977
1978 $ 3857 § 2,291.4  1.7% - 1978
1979 § 43.11 $ 2,557.5 1.7% 1.7% 1979
1980 $ 48.63 $ 2,784.2 1.7% = 1980
1981 $ 55.28 §$ 31159 1.8% , 1981
1982 $ 59.11 §$ 3242.1 1.8% 1982
1983 '$ 63.21 $3514.5.  1.8% 1983
1984 § 68.58 '$ 3.902.4 1.8%  1.8% 1984
1985 § 71.69 $ 4,180.7 = 1.7% 1985
1986 $ 83.25 § 44222 1.9% 1986
1987 $ 8221 '$ 4,692.3 1.8% 1987
1988 $ 88.04 $ 5/049.6 - -1.7% 1988
1989 § 98.43 $ 54387 - 1.8%  18% 1989
1990 §$ 101.37 $ 5i803.2.  1.7% . . 1990
1991 ‘$:105.01 § 5/986.2 1.8% 1991
1992 $ 110.41 $ 6/318.9 1.7% 1992

1993 $116.54 '$ 6,6423  1.8% - 1993
1994 $119.18 $ 7,0543  1.7%  17% 1994

1995 $124.01 $ 7,400.5  1.7% 1995
1996 $ 138.55 § 7/813.2 1.8% ‘ 1996
1997 $153.77 § 8300.8  1.9% 1997
1998 $174.36 $ 8.759.9  2.0% - 1998

1999 $.190.16 $9,256.1 2.1% 2.1% 1999



1999 CONTRIBUTIONS: $190.16 BILLION
BY TYPE OF RECIPIENT ORGANIZATION |

Education $27.46 (14.4%) Health $17.95 (9.4%)

Human Services.

Religion $17.36 (9.1%)

$81.78 (43.0%)
~ Gifts to Foﬁndations

Minus Unallocated
Giving $15.11 (7.9%)

Arts, Clilture
‘ $11.07 (5.8%)
Publié/Sdciety Benefit
.. $10.94 (5.8%)

Intermational Affairs $2:65 (1.4%)  Environment
| o - $5.83 (3.1%)

‘Source: Giving USA 2000/AAFRC Trust for Philanthropy




AAFRCTRUST FOR F’HILANTHROPY

Comparison of 1999 Estimates to 1998 Estimates ($ in billions)

Original Revised % Change Change Adjusted
1998 1998 1999 Current $ for Inflation
Sources of Contributions »
Individuals $134.84 $134.08 $143.71 7.2% 4.9%
Bequests $13.62 $13.62 $15.61 14.6% 12.1%
Foundations ‘ $17.09 $17.01 $19.81 16.5% 13.9%
Corporations ‘ $8.97 $9.65 $11.02 14.3% 11.8%
' $174.52 $174.36 $190.16 9.1% 6.7%
Original Revised % Change Change Adjusted
1998 1998 1999  Current $ for Inflation
Uses of Contributions _ :
Religion - - . ) . L $76.06 $77.49 . $81.78. . 55% 3.3%
Education - ' $24.56 $25.32 $27.46 85% 6.1%
Health " $16.89 $16.89 $17.95 6.3% 4.0%
Human Services $16.08 $16.08 $17.36 8.0% 5.6%
Arts, Culture, & Humanities $10.53  $10.53  $11.07 5.1% 2.8%
" Public/Society Benefit : A $10.86 $10.86 $10.94 0.8% -1.4%
Environment/Wildlife ' $5.25 $5.25 $5.83 11.1% 8.7%
International Affairs $2.14  $2.14  $2.65 23.6% 20.9%
Gifts to Non-Corporate Foundations Minus Unallocated (1999) $4.51 $9.79 $15.11
Gifts to Non-Corporate Foundations (Revised 1998 Ouly) N/A $19.24 N/A
Unallocated (Revised 1998 Only) ) N/A__($9.45) N/A
$174.52 $174.36 $190.16 9.1% 6.7%

Notes: Totals and percentage changes may not add up due to computer rounding. Revised figures reflect new data released by primary sources. Gifts to foundations for the 1999 year

have not been officially estimated. Data for 1998 gifis to foundations are from the Foundation Center.

Source: AAFRC Trust for Philanthropy, Giving USA 2000




AAFRC TRUST FOR PHILANTHROPY

Corporate Giving as a % of Pretax Income 1967-1999

Year
1967
1968
1969
1970
1971

1972

‘1973
1974
1975
1976
1977
1978
1979
1930
1981
1982
1983

1984

‘1985
1986
1987
1988
1989
1990

1991.

1992
1993

1994

1995
1996
1997
1998
1999

Income
$ 8170
$ 88.50
$ 85.20
$ 74.00
$ 87.90
$.100.70
$114.60
$ 108.50
$134.30

$164.50
$193.30
$221.20

$229.90

$209.30

$ 216.30
$ 188.00
$223.90
$ 262.00
$255.20
$250.50
$ 298.40

$ 359.80

$360.40

$ 388.60
'$421.10

$ 448.80
$ 506.40
$ 561.00

'$ 650.20

$729.40

$803.20

$ 802.80

$835.53

Giv

3
$

B R A A R N A R R R

ing
- 0.82
-0.90
0.93
0.82
. 0.85
0.97
1.06
1.10
1.15
1.33
1.54
1.70
2.05
2.25
2.64
3.11

3.67

4.13
4.63
- 5.03
5.21
5.34
5.46
5.46
5.25
5.91
6.47
6.98
7.32
- 7.51
.8.62
9.65
11.02

Giving as %
1.0%
1.0%
1.1%
1.1%
1.0%
1.0%
0.9%
1.0%
0.9%

- 0.8%
0.8%
0.8%
0.9%
1.1%
1.2%
1.7%
1.6%
'1.6%
1.8%
2.0%

1.7%
1.5%
1.5%
1.4%
1.2%
1.3%
1.3%
1.2%
1.1%
1.0%
1.1%
1.2%
1.3%

1969
1970
1971

- 1972

1973
1974
1975-

1976
1977

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987

- 1988

1989
1990

1991

1992
1993
1994
1995
1996
1997
1998
1999



. Year

1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

Total

$ 20.66
$ 21.04
$ 23.44
$ 24.44
$ 25.59
$ 26.88
$ 28.56
$ 31.85
$ 35.21
$ 38.57
$ 43.11
$ 48.63
$ 55.28
$ 59.11
$ 63.21
$ 68.58
$ 71.69
$ 83.25
$ 82.21
$ 88.04

©$98.43°

$101.37
$105.01
$110.41
$116.54
$119.18
$124.01
$138.55
$153.77
$174.36

%
Change  Religion
9.6% $ 9.02
1.8% $§ 9.34
11.4% $ 10.07
43% $ 10.10
4.7% $ 10.53
5.0% $ 11.84
6.3% $ 12.81
11.5% $ 14.18
10.6% $ 16.98
9.5% $ 18.35
11.8% $ 20.17
12.8% $ 22.23
13.7% $ 25.05
6.9% $ 28.06
69% $ 31.84
85% $ 35.55
45% $ 38.21
16.1% $ 41.68
-1.3% § 43.51
7.1% § 45.15

" 11.8% $ 47.77

3.0% $ 49.79

3.6% $ 50.00

5.1% $ 54.91
5.6% $ 56.29
2.3% $ 60.21
4.1% $ 66.26
11.7% $ 70.66
11.0% $ 72.69
13.4% $§ 77.49

Educa-

Contributions Received by Type of Organization 1967-1997 (in billions of current dollars)

o 1999-$190.16——9.1%—$-81.78—5.5% $-27:46— 8.5%$-17:95——6:3%

Year

Note: Gifts to foundations from 1992-1998 represent total gifts reported to the Foundation Center, minus gifts to corporate foundations. The Foundation Center also provided data on the value of assets transferred to
heath care foundations during that period. These are not charitable gifts, but transfers resulting from conversions of hospitals and other health care institutions from non-profit to for-profit status. These were subtracted.

Total

%  Religion
Change

% % %
Change tion Change Health Change
7.1% $ 2.54 6.7% $ 2.31 11.1%
3.5% $ 260  24% $ 240  3.9%
7.8% $ 2.75 58% $& 2.61 8.8%
03% $§ 298 84% $ 2.80 7.3%
43% $ 3.10 40% $ 3.100 10.7%
124% $ 305 -1.6% $ 3.37 8.7%
82% $ 2.83 72% $ 3.61 7.1%
10.7% § -3.28 159% $ 3.92 8.6%
197% $ 3.62 104% $ 4.09 4.3%
8.1% $ 4.11 13.5% $ 4.52 10.5%
99% $ 454 105% § 494  93%
10.2% $ 4.96 93% $ 5.34 8.1%
127% $ 5.77 16.3% $ - 5.79 8.4%
12.0% $ 6.00 4.0% $ 6.15 6.2%
13.5% $ 6.65 108% $ 6.68 8.6%
11.7% $ 7.29 9.6% $ 6.84 2.4%
75% $ 817  121% $ 172  129%
9.1% $ 9.39 149% § - 8.44 9.3%
44% $ 9.84 48% $ 9.22 9.2%
3.8% § 10.23 4.0% $ 9.58 39%
5.8%--% 10.95 7.0% $ 9.93 3.6%
42% $ 12.41 13.3% $§ 9.90 -0.2%
0.4% $ 13.45 8.4% $ 9.68 2.3%
1.2% '$ 14.29 62% $ 10.24 5.8%
36% $ 15.40 7.8% $ 10.83 5.7%
6.8% $ 16.61 79% $ 11.53 6.5%
23% $ 17.61 6.0% $ 12.59 9.2%
6.6% $ 19.16 8.8% $ 13.89 10.4%
29% $ 22.00 148% $ 14.03 1.0%
6.6% $ 25.32 15.1% $ 16.89 20.4%

% Educa- % Health %
Change tion Change Change

Human .

Services
2.7
2.92
3.01
3.16
3.07
3.02
2.94
3.02
3.57
3.87
4.48
491
5.62
6.33
7.16
7.88
8.50
9.13
9.84

10.49

- 11.39

11.82

11.11

11.57

12.47

11.71

11.70

12.16

$ 12.66

$ 16.08

$17.36——8:0%

Human
Services

%
Change
17.3%
7.7%
3.1%
5.0%
-2.8%
-1.6%
-2.6%
2.7%
18.2%
8.4%
15.8%
9.6%
14.5%
12.6%
13.1%
10.1%
7.9%
7.4%
7.8%
6.6%

8.6%

3.8%
-6.0%
4.2%
7.8%
-6.1%
0.2%
4.0%
-4.1%
27.0%

%
Change

B IR B R R A o B - R T N R R A A R B L R B R R A R R A S R )

Arts
Culture
0.72
0.66
1.01
1.10
1.26
1.15
1.24
1.38
2.32
2.40
2.73
3.15
3.66
4.96
421
4.50
5.08
5.83
6.31
6.79
7.50
7.89
8.81
9.32
9.57
9.68
9.96
10.92
10.62
10.53

~ Ants
Culture

~H-07———

% Public/
Change Society
189% $ 0.56
79% $ 0.46
523% § 0.68
89% & 0.82
14.5% § 0.62
-8.5% $§ 0.67
7.5% $ 0.79
114% $ 1.03
68.1% $ 122
3.4% $ 1.08
13.8% $ 1.23
15.4% $ 1.46
16.2% $ 1.79
355% $ 1.68
-15.1% $ 1.8
69% $ 194
129% § 2.22
148% § 2.45
8.2% $ 2.87
7.6% $ 3.21
10.5% $ 3.84
52% $ 492
11.6% $ 4.93
59% $ 5.05
26% $§ 544
1.2% $ 6.05
29% % 7.10
9.6% $ 17.57
-2.8% $ 8.38
-0.8% $ 10.86
5:1%—$-10:94-

% Public/
Change Society

%
Change
31.1%

-18.9%

50.3%
19.9%
24.4%
8.1%
17.9%

18.4%
-11.5%
13.9%
18.7%
22.6%
-6.1%
12.5%
2.6%
14.4%
10.4%
17.1%
11.8%
19.6%
28.1%
0.2%
2.4%
7.7%
11.3%
17.4%
6.6%
10.8%
29.5%

%

- 304% ..

R AR R R R AR A B R A S A S

%

R R R A T R o R R R M

Environ-
ment Change
1.99
2.22 11.4%
1.91  -14.0%
249 309%
2.76 10.7%
2.94 6.5%
3.00 2.2%
3.33 11.0%
3.75 12.5%
3.81 1.6%
4.09 7.4%
5.25 28.3%
—0:8%—$—5:83—11: 1%
: Environ- %
ment Change

Change

For 1999, there is no estimate for gifts to foundations, but some funds that were given to nonprofts but not reported by other uses, called "unallocated” when subtracted from "gifts to foundations™ equal $15.11 billion for 1999,
The exact number for each category will be available in 2001,

Y,

Int'l % Unal- Gifts 10
Affairs Change located Fdns.
$ 2.8
$ 2.66
$ 3.31
$ 3.48
$ 3.91
$ 3.78
$ 434
$ 5.04
$ 3.41
$§ 263 § 1.61
$ 281 §$ 221
$ 460 $ 198
$ 521 § 239
$ 193 § 4.00
$ 207 $ 271
$ 122 § 336
$ 294) & 4.73
$ 137 $ 496
10.78 $ (731) $ 5.16
0.86 10.0% $ (4.42) § 3.93
.01  17.2% $ (0.27) $ 4.41
1.30 29.7% $§ (2.99) $ 3.83
1.52 16.4% $ (1.70) § 4.46
1.49 2.1% $ (441 $ 5.01
1.61 85% $ (4.33) § 6.26
1.91 18.8% % (8.19) § 6.33
1.79 -6.6% $(15.22) $ 8.46
1.71 4.6% $(13.95) $ 12.63
1.96 15.0% $ (6.63) $ 13.96
2.14 9.3% $ (9.45) $ 19.24
—2:65 23:6% See note:
Int'l % Unal- Gifts 10
Affairs Change located Fdns.
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- Anmn E. Kaplan is the editor of Gwmg USA and dlrects rescarch for its annual estimates.
She has been CdltO[‘ since 1991, and was also the director of research and mcdxa relations
manager for the AAFRC Trust for Philanthropy

Ms. Kaplan serves on Independent Sector’s advisory committee for the Giving and
Volunteering surveys and the advisory committee for the development of the National
Taxonomy of Exempt Entities (NTEE). Ms. Kaplan has evaluated proposals for
philanthropic research grants and-has served as a peer reviewer for nonprofit sector
research projects.  She also assisted in preparing research materials for the 1999 Millennial

Conference on Philanthropy held at the White House and she pamqpated in the follow-

up meeting on research objectives at thc ‘Treasury Department.

Ms. Kaplan wrote, “What We Know About Women as Donors,” published in New

Directions for Philanthropic Fund Raising. In 1998 and 1999, Ms. Kaplan was listed in the
NonProfit Times Power and Influence Top 50. She has also spoken on trends in giving at
several national and regional conferences on philanthropy. In 1999, Ms. Kaplan was the
project director for the trust’s first regional study, Giving USA East North Central Region.

- Before her work on Giving USA, Ms. Kaplan served as a policy analyst for the New York-
State Senate Subcommittee on Privatization and prepared its report on New York City’s
Off-Track Bett':ing Corporations. Between 1980 and 1990, Ms. Kaplan was director of
admissions and placement at Manhattan Country School, a private elementary school
with a public mission focused on financial, racial, and ethnic diversity. In 1979, Ms.
Kaplan Workeél for the Tax Reform Research Group, a lobbying and research group
under the Pubhc Citizen umbrella. In addition, Ms. Kaplan apprenticed to The
Performance Group in New York City and the Bread and Puppet Theater Company in
Vermont, andlshe was a teaching apprenuce in the theater department at Wesleyan

University in 1979.

Ms. K:iplan holds a bachelor of arts dcgr;ée in psy'chology from Wesleyan University and a
master’s degree in public admxmstrauon from Baruch Collegc at the City University of
Ncw York. :
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- George C. Ruotolo Jr., CFRE

Chair, AAFRC Trust for Philanthropy
President and CEO Ruotolo Associates Inc.

George C. F}\uotolo Jr., CERE, counselor to non-profit organizations and institutions, has
been a professional fund-raising and public relations executive since 1973. Prior to
establishing lﬁ\uotolo Associates Inc. hcadquartcrcd in Cresskill, NJ, he served as vice
president of a major public relations fund raising firm and worked in investment banking, |

- In 1979, scnsmg the need for a more contemporary approach to the challenges of present
day fund raising, Mr. Ruotolo founded the firm which bears his name and his personal

hallmark: the commitment to. high-level, hands-on professional service.

His cxpcmsc encompasses annual devclopmcnt capital campaigns, planncd giving,
marketing, and public relations programs for dioceses, churches, colleges, schools, hospitals,
" and social services organizations on local, regional, and national levels. He has worked
closely with fehglom corporate, and civic leadership, administrators, board members,
volunteers, and development officers in guiding them through successful fund-raising

programs.

Mr. Ruotolo has often been designated as a media spokesperson on key philanthropic issues
impacting our society and has appeared on CNBC Money Talk to discuss the state of
philanthropg and to address questions from call-in viewers. - Recognized as an effective
communicator and seminar leader, Mr. Ruotolo has addressed audiences on such timely
issues as lcadership, fund raising, development, marketing, and public relations. Mr.
Ruotolo has|made presentations to the International Conference of the National Society of
Fund Raising Executives, the National Catholic Development Conference, the National
Catholic Educational Association, and the Fund Ralsmg Fundamentals Course held at
Seton Hall Lﬁ'mversuy

‘Ruotolo Associates Inc. is a member firm of the American Association of Fund-Raising
Counsel, Inc' (AAFRC), the hallmark of ethical fund raising. Mr. Ruotolo serves on the
board of directors of the AAFRC, and is chair of the board of directors of the AAFRC
Trust for Phllanthropy, which publishes Giving USA. In addition, he serves on the board of
directors of the American Red Cross - Bergen Crossroads Chapter, Ridgewood, New
Jersey, and hc was a founding member of the Ridgewood Educational Foundation. Mr.

- Ruotolo is a member of the New Jersey Chapter of the National Society of Fund Raising
Executives, and is a Certified Fund R:nsmg Executive (CFRE)

His undergraduate degree is in pohncal science and commumcanons, and he has advanced

training through professional institutes. He resides in Ridgewood, New Jersey, with his
wife, Joanne, who is a nurse practitioner, and their three children.

|
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Russell G. Weigand, CF‘RE
- Chair, American Association of Fund-Raising Counsel, Inc.
Co-President, Campbell & Company

Russ Weigand, CFRE, brings over 34 years of fund-raising experience to his
position as co-president and planned giving counsel for Campbell & Company,
hcadquaftercd in Chicago, IL. He has consulted on capital, annual, and planned
giving programs for a broad spectrum of institutions including education,
healthcare, culture, and social services organizations. His previous development
cxpcmcncc includes serving as director of development at Elmhurst College,
Illinois; director of foundation relations, Northwcstem University; and assistant

to the prlcs1dent of Berea College, Kcntucky

His carrent and former clients include institutions such as Hope College,
Macalester College, Illinois State University, and Garrett-Evangelical Theological
Scmmary in the education area; Roswell Park Cancer Institute and Butterworth
Hospital)in healthcare; the Arizona Museum of Science and Technology and the
Chicago Historical Society in the arts and humanities; and social service
organizations such as Bensenville Home Society and Hull House Association.

He received his bachelor of arts degree from Elmhurst College and his masters
degree i m business administration from Indiana University. Mr. Wc1gand i1sa
frequent| lecturer on planned glvmg and tax aspects of charitable giving. He is
chair of the American Association of Fund-Raising Counsel, and is a member of
the National Society of Fund Ralsmg Executives, Chicago Chapter and the
National | Advisory Committee on Planned Giving for the United Church of
Christ. Hc also serves on the boards of trustees of the AAFRC Trust for
Phﬂanthropy and of Elmhurst College.
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s public: and prﬂate sectoistosolve Amiericats:probiems. e Chnten Administration has:
“Wworked hard to Expand resources available 1o the nonprofit: Wworld: Wé launcied: AmerlCorps,

. THE WHITE HOUSE
WASHINGTON

: " Statement of Bruce Reed
o Assxstant to the President for Domestic Pohcy
§ May 24 2000 ~

Cg ’

On behalf of the Clinton Admlmstratlen I want to congratu]ate the Amencan people and

Amenca s thnvmg nonproﬁt sector for ushermg in a new golden age of phllanthropy in America. -

Let me commend the AAF RC Trust for Phllanthropy for prov1d1ng this annual report

_ which has be(l:ome an invaluable yardstick. The new figures are remarkable: Over the past
* seven years, individuals, businesses, and foundations have now given a record. one trillion dollars
. to charity. In fact, in real terms, chantable g1vmg 1ncreased as much in the past ﬁve years asit -

had in the prev1ous 25 years

ThlS unprecedented level of giving is a tribute to the hard work and generous spirit of the

* American people. We're in the midst of the longest economic expansion in history, with the
lowest unemployment rate since 1970. Now we’re in the. midst of what may be the greatest

phllanthroplctexpansmn as well, with the highest-level of charitable gwmg as a percentage of
GDP smce 19’71 Clearly, Amenca is in a charity boom. :

~ This e{xp]osmn of giving is also a tribute to. the decency and determination of the

nonproﬁt sector. The extraordinary growth of nonprofits is one of the great untold success

. - stories of the 1990s. All over the country, charities, foundations, religious organizations and

service group{s are helpmg solve problems that govermnent could never selve on its own.

We recogmzed long: age that the nonproﬁt sector offered a thlrd way alongside the .

which has now glven 150,000 young Americans the chance to give something back to their
country whlle earning help for college.. We created a national network of community .

- ‘development financial institutions to spur lending in poor areas. Last October, the Pres1dent and

First Lady convened the first-ever White House Conference on Philanthropy, which brought
leaders from around the country together to look for new ways to preserve and expand the great -
Amencan tradltlon of gwmg in thls new era.

But even thh the great progress and good news we see in the numbers announced here

today, there 1sI much more we can do to tap our nation’s generous Spmt We still face great

challenges together — to make sure no American is left behind in this new economy, to make sure

every child starts school ready to learn and graduates ready to succeed, to give every ¢itizen the’

. " chanceto. give somethmg back to thelr community and be part of something larger than

themselves
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- To realize those dreams, all Americans will have to do their part, and an even stronger

" tradition of charitable giving will make a big difference. That is why'the Clinton Administration -

has proposed a series of targeted tax credits to promote phrlanthropy and expand the universe of
people who give. : : .

Flrst we have proposed a ten—year $13 bllhon tax credlt that w111 give. the vast majonty
of Americans who don’t itemize their incomie taxes a chance to deduct charitable contributions, -
. just as individuals who itemize their taxes already can. Second, we want to make it easier for °
individuals to grvle to charities and foundations by increasing the limit on deductions for °
charitable donations of appreciated assets. Finally, we have proposed a tax sxmpllﬁcanon plan to

provide pnvate fdundatlons every incentive to keep i mcreasmg what they give away each year

Together thxs package of tax cred1ts is affordable, targeted fully paid for as paﬂ of the
President’s balanced budget, and designed to help us make the most of this new erain '

. philanthropy. Cdngress should do'its part by passmg our plan, and give Amerlcans a chance to SR

set even more rerharkable records for chantable gwmg in the years to come.

[
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Presidelrt Clinton’s New Tax Incentives To
Promote Philanthropy for All Americans

o 0\ ddbepy

Today, in His State of the Union Address, President Chnton Wlll Unveil a Package of New
Tax Proposals to Encourage Philanthropy. First, he will propose allowing nonitemizers to’

 take a tax deduction for charitable giving. Second, he will propose new rules to make it easier

for charitable foundations to make gifts in times of need. Third, he will propose making it easier -

~ for individuals {o donate appreciated assets like securities and real property. Last October, the

President.and Flrst Lady convened the first-ever White House Conference on Philanthropy. The
conference hlghhghted the unique American tradition of charitable giving, and emphasized that
at a moment of igreat prosperity, we must preserve and expand this tradition: Today's proposals
billion over 10 years, will help do ]ust that.

Enabling Ncm}temlzers to Take a Tax Deduction for Charitable Contributions. Currently,
70 percent of taxpayers do not itemize and as a result, they cannot get the tax incentive for
charitable giving that higher-income itemizers can claim. The President's budget will allow these

taxpayers to claim a 50 percent deduction for charitable contributions above $500 a year when

fully phased in.| This proposal will boost contributions to charitable organizations, particularly
community and faith-based groups,-and improve tax fairness by giving nonitemizers the same
opportunity to deduct contributions as itemizers. :

Making it Eas1er for Foundations to Give in Times of Need. The Pre31dent's budget will
allow more funds to reach those in need by simplifying and reducing the excise tax.on
foundations. Foundations currently face a two-tier excise tax: first, a 1 percent tax on
investment mcorme second, an additional 1° percent tax for foundations that do not maintain their
rate of giving oyer a five-year average. This mechanism is unduly complicated and can reduce
giving in certam cases, since boosting gifts in times of need exposes foundations to higher taxes
if, after the need has passed, their rate of giving drops back to earlier levels. The President's new
proposal will ehmmate the two-tier system and set the excise tax rate at 1.25 percent. The result’

“of this SImphﬁcatlon will be to remove a dlslncentwe to foundation giving and to make available

more gifts to comrnumty orgamzatlons in times of need.

Allow Greater| Contributions of Appreciated Property to Charities. The Pr<351dent's budget
will also make 1t easier for individuals to donate appreciated assets like stocks, art and real estate.
Under existing law, individuals donating appreciated assets can take a tax deduction that is
limited to 30 percent of adjusted gross income (AGI); for gifts made to private foundations, the
deduction is capped at an even more stringent 20 percent AGL. These multiple limitations are
complex and can place burdens on individuals who choose to give substantial portions of their
incomes to charlty ‘The President’s budget 51mp11ﬁes and eases these limitations by increasing
the AGI limit on appreciated property from 30 to 50 percent, and the limit for donations of
appreciated property to private foundations from 20 to 30 percent This change will create
greater: 1ncent1ves for such gifts." ‘




Allowing Nonitemizers to Deduct Charitable Contributions
DRAFT ~ January 26, 2000

The President’s budget will include a proposal to allow nonitemizers to deduct 50 percent of
their chantablé contributions above $500 (Between FY01-05, the floor is $1,000
indvidual/$2,000 joint, FY06-10, the floor drops to $500 indivdual/$1,000 joint). Under current
law, nonitemizers receive a standard deduction while only taxpayers who itemize their
deductions reclzewe a direct tax incentive to give to charities. The deduction for nonitemizing
taxpayers will encourage more people to support the charities that are important to them. This
proposal will 1cost $3.9 billion over five years and $13 billion over the FY2001-FY2010 period.

Key facts:

o Two-thirds (67%) of all taxpayers are nontitemizers (84 million nonitemizers vs. 34 million
-itemizers). The average contribution from households who do not itemize is $465, according
to a national study by Independent Sector. Nonitemizers tend to have lower incomes than
itemizers and we also know that giving by lower-income households tends to be concentrated
with social welfare organizations and religious charities. Independent Sector estimates are
that the avllerag‘e household income for nonitemizers who made charitable contributions was
$33,775. ‘Treasury estimates that the breakeven point (where more than half of tax filers
itemize) is approximately $50,000 in annual income. Strong determinants of itemizing or
nonitemizing including homeownership (a majority of homeowners itemize) and age (elderly
1nd1v1dual:s are less likely to itemize because they have already pald off their house and.

Social Secunty payments are nontaxable)

. Not only the rich give. When measufed as a percentage of total household income, households at
either end|of the income scale were the most generous. Contributing households earning
under $10 000 gave 5.2 percent of total household income and contributing households with
incomes over $100,000 gave 2.2 percent. However, many of those w1th incomes under
$10,000 were retired with little regular income and gave from their accumulated wealth.

e There is broad support for this type of proposal which comes from the majority of traditional
charities, bommunity foundations and ‘the nonprofit sector. Independent Sector has the
support of over three hundred groups for a similar proposal, which includes the American
Cancer S&ci;:ty, the American Library Association, the American Red Cross, Environmental
Defense ﬂund March of Dimes, National Organization of Women Foundation, the Salvation
Army and1 Catholic Charities USA. Groups not benefitmg from the proposal would include
private foundations and corporate contributors.

1 . : ) ‘

¢ Governor Bush has proposed a deduction to nonitemizers for charitable contributions but has not

speciﬁcaliy articulated the parameters of such a proposal.

Likely Critici%ms of the proposal include:




The standard deductzon theoretzcally mcludes an allowance for charitable giving. Therefore,
non-itemizers should not be allowed to claim both the standard deduction and an above-the-line
deduction.

= Response — There is no estimate as to what amount is built into the standard deduction to
' compensate for charitable giving. A floor set-at a limit above the average annual non-
itemizer charitable contribution addresses the issue by rewarding only above average giving.
Although any proposal to allow such a deductlon for non-itemizers would add complexity
and admlmstratlve burden, the use of a threshold amount would at least reduce the possibility
that taxpayers would claim a deductlon for charitable contributions that they cannot
substantiate. ' ' :
Extending the éharitable contribution deduction to nonitemizers is likely to cost Treasury more .
than the added| actual giving to charities — that is, a dollar of tax deducttons produced less than
a dollar of addztzonal giving.

= Response - l There is no conclusive evidence to suggest that thls is true. Asa matter of fact, we
know that giving is highly price elastlc‘- implying that the deduction stimulates more in
giving than it costs Treasury in terms of tax revenue. Only a few studies have addressed the
issue of whether non-itemizer giving is less elastic than itemizer gmng and the issue
currently remains unsettled.

~ Reasons to Extend the Tax Deduction to Itemizers:

¥
Improves Ta)f Fairness for Nonitemizers
It improves tax fairness by giving nonitemizers the opportunity to deduct charitable contributions
on their tax relturns It gives lower and moderate income families the same opportunlty to deduct
charitable con}tnbutlons as higher income itemizers. :
Encourages Charity Through a Unique'Deduction
The deductlon for charitable giving is different from most other tax breaks because it rewards
people for helpmg others and is based on generosity. From a public policy perspective it’s
‘worthwhile to[ recognize and encourage generosity and social participation.
Bipartisan Support
Proposals similar to this approach have been widely supported by Congress. “The Charitable
Giving Tax Relief Act”, (H.R. 1310) sponsored by Reps. Crane (R-IL) and Coyne (D-PA),
currently has |106 bipartisan cosponsors, including a majority of the House Ways and Means
Committee. |- ' '




Webi F Pnd-Raiser Helps Candidates

Who Challenge Impeachment’s Backers

By Ronan'r CWIKLIK
Staff Reporter of THE WaLL STREET JOURNAL

Jean Ellictt. Brown's congressional
campaign is unique, and not just because
her Web site features an audio file of the
candidate smgmg a torch song.

The camipaign by the 48-year-old former
actress and pubhc'relatmns executive is a
breed apart because it owes its existence to
cyberspace, Seed money for -her effort in
Florida's 16th Congressxonal district came
from e-mail sohcxtatmns by MoveOn.org, a
Web-based  political-action . committee
spawned by the passions surrounding Presi-
dent Clinton’s impéachment. As a MoveOn
volunteer, Ms. Brown, a Democrat, got her
first exposure to politics, and her mspu'atxon
torun. “Iwas bom of the Internet,” she said.

MoveOn surpnsed campaign strate-
gists last wmter when its appeals via the
Internet qmck]y attracted $13 million in
pledges to~ suppon candidates running
against impeachment backers. Last June,
it set records for online fund raising by col-

lecting more than $250,000 in just five days,

mostly in donauons under $50.

Political pros were dazzled by
MoveOn’s demonstratmn of the Internet’s
potential to magnify the electoral clout of
donors with small purses. But as Ms.
Brown—one of] | five candidates MoveOn
has so far chosen to support—gears up to
face a well- fmanced Republican incum-
bent in the pivotal 2000 congressional elec-
tions, both she‘iand MoveOn must prove
they can continue to tap the waning pas-
sions following the impeachment.

After keepmg a-retatively low profile for’

months, MoveOn plans this month to call
upon those who had piedged support to de-
liver cash for its slate of congressional chal-
lengers. “It's 2000 " said Wesley Beyd a
Berkeley, Calif., Software entrepreneur and
one uf MoveOn’s founders “It's time to go.’

So far, the organization has collected
$456,000 for its| five candidates. Before
votes are cast this fall, MoveOn hopes .to
raise miilions more for as many as 40 can-
didates across the country, and to deploy
thousands of volunteers for their cam-
paigns, MoveOns strategy is to target
. competitive races where its involvement

could make a difference.

1f MoveOn were to achieve its ambitious
goals it might have a big impact on this
year’s struggle to controt Congress, espe-
cially the House! ' Republicans hold a five-
vote majority there and the outcome will
“likely be dPtermmed in no more than
three dozen congressxonal districts,” said
Thomas Mann, director of governmental
studies at the Brookings Institution, a
Washington think tank.

One big target House impeachment
manager James]Rogan of California, is
facing a challenge from Democratic state
Sen. Adam Schiff. for whom MoveOn to

. date has raised $106,000, Mr. Boyd said.

But as the first anniversary approaches
of Mr. Clinton's lacquittal by the Senate,
some say the ann impeachment outrage
that fueled MoveOn’s early successes has
cooled. .

*How much more mileage can you get
out of this isSae.j even among committed
Republican haters?” asks Amy Waiter, an
editor for the Cook Political Report, a
newsletter that specializes in sizing up con-
gressional campaigns.

Mike Fraioli, a' Washington-based fund-
raiser for Dvmocratlc candidates, said

MoveOn's performance has been “‘tremen-
dous™ considering its minimal overhead
compared with direct-mail fund raising.
But he questlons the durability of the
group’s anti- impeacnmem appeal. Be says
MoveOn might have been better off trying
harder to collect] on its pledges sooner.

“Never et your pledges hang out there,”
he said. “Things change, the world
changes. All thelemotion that existed a
year ago no longer exists today.”

- ment recede.

Rather than moving more aggressively
to capture its pledges, MoveOn decided to
cultivate what it saw as its most important
resource: a networked community of sup-
porters. Aside from a pair of seed-money
solicitations last June and a third in De-
cember, Mr. Boyd said MoveOn chose to
Jeave its supporters in peace until closer to

- electoral crunch time.

Mr. Boyd said he expects MoveOn to
collect “millions and millions™ of dollars
for its candidates in the 2000 race. But its

main strategyis to maximize the power of.

small donors in an era when big money
tends to dominate politics.

© With an average contribution to
MoveOn around $37, Mr. Boyd said such
small coniributions aren’t a high priority
for candidates, who go after bigger checks
from richer donors and PACs. But while a
conventional PAC might give a $1,000
check to each of hundreds of candidates to
garner legislative influence, Mr. Boyd said
MoveOn seeks to channel thousands of
small donations to-far fewer individuals,
but to exercise a much bigger impact on
the outcome of their campaigns.

- MoveOn was launched in September
1998 as a protest site called “Censure and
Move On” following the release of the Starr
Report, independent counsel. Kenneth

. Starr’s lurid brief against Mr. Clinton. The

site displayed a petition instructing Con-
gress to officially scold the president and
move On to other issues. The document
drew 500,000 electronic ‘'signatures’™ and
left MoveOn with an equally large e-mail
list of supporters. -

When the House 1mpeached Mr. Clmton
in December 1998, MoveOn launched jts “We

Wil Remember" campaign, asking support- -

ers to pledge money to help defeat impeach-
ment proponents in 2000. In a little more than

a month, Mr, Boyd said more than $13 mil- | ‘
" lion was pledged by 25.000 people.

Mr. Boyd, 39, and his wife, Joan Blades,

43, who co-founded MoveOn, recorded the .
'pledges, planning to remind -donors of

them as the 2000 campaign approached.
Their Web site is designed to make the
process of selecting a candidate and mak-
ing a contribution “‘as simple as a few
mouse clicks.” The pair founded Berkeley
Systems, a software company that made
the After Dark. PC screensaver—famous
for its flying toaster images and the com-
puter game ‘“You Don’t Know Jack.”

The couple sold the company in 1997 and !

Clinton to Seek More Funds
To Monitor Safety of Drugs

By a Warr STREET JournaL Staff Reporter

WASHINGTON - The Clinton admin-
istration is likely to seek more funds to
address what it says is a growing prob-
lem of serious side effects and medicaj
errors affecting people taking prescrip-
tion medications.

While not laying out specnfxcs Janet
Woodcack the Food and Drug Adminis-
tration’s director of the Center for Drug
Evaluation and Research, told a Senate
panel that the agency did need more
money to “'really perfect ur current sys-
tem"” of monitoring the safety of drugs
once they are on the market.

" The president's budget will “aggres-
sively deal with the issue of medical er-
rors and adverse events,’ she said in her
written testimony. . . B

Congressional Democrats said the ad-
ministration’s budget request next week
is likely to include an extra $12 million a
year for the monitoring systems.

Serjous side effects and medical er-
rors are “fiot a new problem,” Dr, Wood-
cock said. "'It’s been recognized for three
decades, although it may be getting

‘worse.”” In 1999, for exampie, the number ’

of serious unexpected drug reactions
topped 80,000 by Nov. 10, compared with
69,402 for all of 1998 and 53,879 for 1997.

now works full time for MoveQn, which -

they have registered as a PAC with the

Federal Election Commission. MoveOnisa
“bundler” of campaign money similar to
Emily’s List, which supports campaigns by
Democratic women.
amass a war chest of funds to dole out, but
simply relays contributions directlyto-the

candidates that donors have picked from

the MoveOn slate,
Ms. Walter, of the (3001( Report says

MoveOn doesn't

MoveOn's impact on this year's election

could be significant even if it were limited
to the political seed money it has aiready

dispensed. “You can't underestimate the _ .

power of that,” she says.

Ms. Brown's candidacy may not have

gotten very far without such start-up cash.
Her opponent, GOP Rep. Mark Foley, has
more than $1.1 million in his’re-election
fund. In 1996, he'trounced a challenger who
had raised only $77,000, and in 1998 he ran
unopposed. But while Ms. Brown has so far
raised $90,000 through MoveOn, and
$250,000 overall, Ms. Walter still considers
her candidacy “a long shot."”

It remains to be seen whether MoveOn
can continue to boost campaigns such as
Ms. Brown's as ;aemories of the impeach-
“It was a nice little engine
and it got some people going,” Mr. Fraioli
said. “But I can't imagine that level of
emotion is going to carry anyone’s cam-
paign across the finish line.”

THE WALL STREET JOURNAL
,WEDNESDAY,_ FEBRUARY 2, 2000


http:MovfOn.org

Tax Report

N A Specxal Summary and Forecast

| Manges international-tax lawyers, includ- -

- Of Federal and State Tax

Developments

SUPPORT GROWS for allowing more
. people todeduct charitable gifts. .

Under. ‘current law, only "those. who

- itemize their deductions may deduct chari-
table contributions on their federal returns.
--But about 70% of taxpayers don't itemize;
.ihstead, they take the standard deduction.
President Clinton, joining with some Repub-
- lican "leaders. backs legislation to allow
~ nonitemizers to deduct some contributions.
Advocates'say this would promote fairness
. and increase charitable giving. .

Here’s how the Clinton plan would work:
Each year from 2001 through 2005, married
- couples filing jointly who don’t itemize could

deduct - 50% of . charitable gifts exceeding
82,000, a Treasury official says. For singles,
the-threshold would be $1,000. After 2005, the

-, thresholds wouid-drop to $1,000 for married

- couples, 3500 for singies. The Treasury esti-
. mates these changes would cost about 813
billion over 10 years. ~
- Texas Gov. George W. Bush also
favors the idea of allowing people who
a‘en z itemize to deduct their g:ﬁs

- CHAR!TIES CHEER Clinton plans to‘
' ‘boostphilanthropy '

‘Another administration proposal wou!d

_ encourage donors to increase gifts of appre-
ciated stocks, art, real estate and other .

assets to chariiy, Under existing law, tax-
‘payers making such gifts can't deduct an
amount greater than 30% of their. adjusted
-~ gross income, or AGI. For gifts to. many

private foundations, the limit is 20%. Clinton.

proposes raising the 30% AGI limit on gifts of
appreciated property to 50%, and proposes
boosting the 207 limit to 30%. . =

The president aiso supports simplifying

and reducing an excise tax on foundations’ .

net investment income. Clinton's proposals
_represent ‘“the most .comprehensive and

significant package I've seen for promoting .

charitable giving,” says Dorothy §. Rldmgs
.ol the Ccuncnl on Foundatlons

. EXCHANGE FUNDS a popular lax sav-
ing tool, may faceé new assaults soon. '
Clinton administration officials are con-
sidering new proposals to curb these funds,

* . which are -enjoying’ rapid growth. Also

known as swap funds, they appeal to
- wealthy investors with large holdings in a
single stock who want to diversify without
getting- hit by capital-gains taxes. In a

) typical exarmple, investors swap their hold- .

- Eristoff, the city's finance commissioner.

MORE TAX LAWYERS at major law

. firms-jump ship to join Big Five accounting -
firms. KPMG is.expected to announce soon .

that it has hired seven Weil, Gotshal &

ing Steven Lainoff, a former IRS official.

"1 This group “will allow KPMG 'to take a leap

forward in the international tax arena,”
says John Lanning of KPMG. :

PRESIDENT CLINTON nominates for-
mer Treasury official Nancy Killefer, now at
McKinsey & €o., to serve on an IRS
oversight board created by-a law.the
president signed in 1998. The Senate Finance
Committee plans a hearmg tomorrow on all
the presadent s nommees

BUDGET BLISS Treasury Secretary
Summers says the proposed. fiscal 2001

-budget, to. be released soon, will “end

the shnnkage" of the IRS work force that-

“has in recent years only -added to its . -

challenges.” The IRS says it has about 97,800
“full-time equivalent” posts, down from
116,600 in 1992. S

HALL OF SHAME: New York City . .

names 19 businesses owing taxes.
This week, the city’s finance department

_began posting the names in cyberspace:
www.nyclink.org/finance. “Qur goal is not’

to embarrass these businesses, but to get’

them to talk to us about resolving their debts 4

in a reasonable manner,” says Andrew S,

*However, we are willing to use the pressure
of public disclosure to furce the most recalci-
trant to pay attention.” .

The list is hmzted to delinquent busi- |
nesses for which a tax judgment has been
filed in court. Only a few state -and local
governments disciose the names of delin-
quent individuals or businesses, says the
General Accounting Office, a congressional
invesligative arm. Among these is Connecti-

; cut, which since 1997 has been releasing the |

names of the 100 taxpayers with the largest
tax debts to the state.

- A Connecticut e;ﬁaal says’ "cyber i
shame™ has helped the state collect mil-
dions in overdue taxes, penaltzes and’
interest. .

" ‘BRIEFS: Meving'onzv Marcué S. Owens,

who headed the IRS's exempt-organizations .

division for 10 years, says in an interview he’
will join the Washington law firm of Caplin & -
Drysdale later this month; where he will

‘specialize in tax-exempt organizations. . . .

Biting sound bites: The morning after Clin-
ton’s marathon Thursday night speech, are-
search report from ISI Group asks: “State
of the Union— Is it Over Yet?" ‘

" ings of -a specmc stock for -units of a -

. diversified pool of stacks. ina tax free .’

‘ transaction,, .-
These funds’ are set up as highly special-
ized types of fixed investment pools, typi-

2 cally limited partnerships cr limited-Habil- |

“ity companies, says Bruce 'D. Haims of the
Debevoise & Plimpton law'firm in New York.
* They also have key restrictions, such as
.- early-rederaption penalties and very high

minimum-investment.requirements. In'one |
fund, the minimum investment was 5500,000

of stock. Other funds hdve even higher
mzmmums
Among the ﬁrms fong acme in this
fw{d are Ealon Vance, Goldminn Suc ks
and Sufomon Smith Banw -
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Essay

WILLIAM SAFIRE

The Gore Com eback

) WASHINGTON
Today's essay is being written six
weeks early. In the political punditry
dodge, you have to stay ahead of the
contrarian pack. '
Right now, Bill Bradley is on a roll.
The towering former basketball star
is jumping higher than Al Gore in

New Hampshire polls. The studious

Senate retiree is less-dull-than-ex-
pected in television interviews:. The
once-lonely challenger from left field
is on the cover of Time Warner: “The
Man Who Could Beat Gore.”
Bradley’s central appeal to Demo-
crats is that he is Not Associated
With Clinton. That's why, in a recent
speech, he stole a slogan from Thom-
as E.- Dewey: *It’s time for a
change.” Through Senator Pat Moy-
nihan, Bradley last week hung a sign
around the neck of Gore that trumps
the political loyalty card, the sort that
sank the national aspirations of fa-

mous figures from Henry Clay to .

Robert Taft: Gore Can’t Win.

New York, which will hold its pri-

mary early next year, is crucial to a
Democrat, and in the Empire State

. Bradley is overtaking Gore. Why?
Because Democratic politicians lum- -

bered with Hillary Clinton’s candida-
cy for the Senate are desperate to get
right with voters on the left and in the
center . profoundly afflicted with
“Clinton fatigue.”

Their solution: dump the second

" half of Clinton-Gore. Sorry, Al, they

sigh; we have all the Clinton we can
handle with Hillary — without you at
the top of the ticket symbolizing no
eiid to-the tiresome era. In the face of
this need for a new face; in light of a

- media and audience need for a lively

primary battle; and considering the
tendency of many Democrats to root
for an underdog gaining momentum
against the establishment choice —

what chance does a poor, loyal, Vice -

President have?

Better, I submit, than it now- ap-
pears. It will get worse for Gore
before it gets better, as early polls
support the “can’t win” theme and
much is made of high-profile defec-
tions to his challenger, but come No-
vember it is likely to get better.
Here's why:

1. He will cut himself loose from

"the albatross around his neck. At the

almost-joint appearance before the
D.N.C. last weekend, Gore made his
first speech in seven years devoid of

reverent mention of the pame Clin-

ton. It-was like an epiphany. Look for

. growing degrees of separation. -

2. Reporters will get bored with the

Bradley Surge and look for the next
development: the Gore Comeback.
in political coverage, it's always time
for a change. At that two-contestant
D.N.C. beauty.parade, after Bradley
dutifully read a prepared speech,
Gore spoke with some passion with-
out notes. He paced the stage with all
appropriate zeal, which .placed him
as far as he could get from the Vice-
Presidential seal on the lectern. |
Gore, pandering expertly to organ-
ized teachers who dominate the Dem-

-ocratic  convention, subtly zinged

Bradley on his long-ago willingness to
experiment with education vouchers.
Only in horse racing do front-runners
stay clean; as the track muddies,

- After the
- Bradley surge.

Bradley can expect principled excori-
ation for his mexpert pandermg on
Iowa ethanol,

3. Bush’s ratmgs w:l{ come down
out of the stratosphere as people
realize he is the son, and as Republi-
cans consider John McCain, the best-
selling alternative. The difference in
the advantage of Bush over Bradley
versus Bush over Gore will inexora-
bly narrow, blunting the Bradley
campaign’s 'Gore can’t win” attack.

4. Any McCain rise in New Hamp-
shire will help Gore. Independents

- there can vote in either primary; now

they're going for Bradley, but as Mc-
Cain gets traction he’ll attract more
of them over to the Republican pri-
mary. George Bush's choice of poli-
tics over principle in begging Bu-
chanan to stay was bad politics, and

.gave McCain another character«le.

fining issue attractive to independ-
ents.
5. Gore will take the fight to the

-challenger by calling for a series of

debates. Gore favors NATO expan-
sion and Bradley seems to oppose it;
though that issue is a yawner to most,
it has resonance in states with voters .
whose ethnic roots are in Eastern
Europe. Gore is a tough debater, as
Ross Perot and Jack Kemp learned
to their rue, and Democrats will then
ask themselves: Who would do better
against Bush or McCain?
‘After the coming Gore Comeback,
watch this space for early analysis of
0

.the Bradley Resurgence.

Pt
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Phﬂanthropy
The Smart Way

By Ron Chernow

n his celebrated 1889 essay
“Wealth,” Andrew Carnegie
admonished fellow grandees
of the Gilded Age that “the
man who dies thus rich dies
disgraced.” Carnegie devout-~
Iy believed that businessmen should

repay their debt to society, applying.

“their skills to philanthropic enter-
prise. He wanted active involve-
ment, not just a fistful of checks.

If necessary,” Carnegie favored
stiff inheritance takes that would
force the rich to disgorge their mon-

"y to society rather than leave it to
pampered heirs. True to his beliefs,
Carnegie, by his death in 1919, had
divested more than 95 pércent of his
fortune.

Bill Gates has now transferred $17
billion to the Bill and Melinda Gates
Foundation, including a gift of $1
billion for college scholarships to
minority students, suggesting that
our software king may have heeded
Carnegie's message. Skeptics may
discern an attempt by Mr. Gates to
burnish his image or deflect. atten-
tion from the Microsoft antitrust

_ trial. But whatever his motives, he

‘has begun a metamorphosis from.

deaY’S rich can
learn from the
robber barons.»

businessman to philanthropist,
something far too few of his business
peers have made a serious effort to

do. He ought to be be widely emulat-.

ed; lest history castigate ours as an
age ‘of oversized egos, self-indul-
gence and hubris about our techno-
logical supremacy.

We are quick to revile the so—
called robber barons of the Gilded
Age, perhaps to assert our own mor-

'al superiority. We denounce their
rapacious monopolies and brutal la-

bor’ practices, their flagrant con-. -

tempt for public opinion. And our
image of their social life is a gaudy

" . cartoon of pnvate railroad cars, syb-’

aritic balls in Newport cottages and
juxurious steam yachts, ) .
" While the stereotype ' contains
much truth, it overlooks a redeem-
ing aspect of that opulent time: our,
harshest industrial overlords proved
" our most enlightened philanthro-
pists. The lives of John.D. Rockefel-
ler and Andrew Carnegie, tough men
from hardscrabble  backgrounds
~ who lacked college education, fur-
, nish-rich lessons for would-be bene-
factors. Théy transcended the senti-
ment and haphazard methods of Vic-
“torian charity, substituting the rigor
of modern philanthropy. Instead of
- sponsoring another hospital or mu-
* seum wing, Carnegie and Rockefel-
. ler promoted ideas. = -
Rockefeller,  for example, bank-
rolled the campus for Speiman Col-
lege in Atlanta, dedicated to educat-
‘ing black women, and the University

Ron-Chernow is the author of “Titan:

The Life of John D. Rockefeller Sr.”

. " He is currently working on a bibgra-
‘phy of Alexander Hamilton.

. of Chicago. He provided backing for

many medical triumphs: a treat-
ment for, meningitis, a campaign
that cured 500,000 cases of hook-
worm in the South and a vaccine
against yellow fever.

Gilded Age moguls operated in a
poisonous atmosphere of suspicion
since their fortunes and industrial
empires seemed menacing to a pub-
lic reared in a more innocent, pasto-
ral America. By forcing them to
exercise extreme care in their chari-
table priorities, the truculent mood
of the day may actually have had a
salutary efféct on Rockefeller and
Carnegie. Both saw philanthrophy
as something embedded deep in be-
lief systems that viewed money-
making, in isolation, as harmful to
society.

As conservauve businessmen,
Rockefeller and Carnegie frowned
on projects that might breed passiv-
ity. Carnegie's promise to build a

splendid library building for any !

town came with a catch: municipal
authorities had to provide a central
site, stock the building with books

. and guarantee maintenance money.

In exchange for. coveted Carnegie
pensions for professors, universities
needed .to satisfy strict standards of
educational excellence. Both Rocke-,
feller and Carnegie enshrined a mo-

mentous principle: the philanthro- -

pist should serve as catalyst, not
owner, of his creations.”

Bolstered by vast endowments
and broad charters, the Carnegie
Corporation (1911) and the Racke-
feller Foundation (1913) gradually

. acquired a large measure of autono-

my from their founders. While huge,

* multi-purpose foundations are today

rife - with problems, ranging from
bureaucratic rigidity to lack of focus
to political faddishness, they remain

part of an implicit social contract '

that stipulates that wealth, beyond a

certain point, should revert to soci--

ety.
It is strange, then, that the*Ameri-

~can public has been so tolerant of the

huge agglomerations of money in
the 1980’s and 90’s. We have a gener-
-ation of young businessmen accord-
ed the adulation due to:folk heroes
because they have created “share-
holder value” — a euphemism for
higher stock prices. Nearly 20 years

~of high employment, low inflation,

steady growth and a booming stock
‘market (the great American anti-
dote to class conflict) have dulled
demands for inventive, large-scale
philanthropy.

Surely one can applaud the busi-

- ness accomplishments of our titans

in high technology, bictechnology
and finance without imagining that
they have thereby exhausted their
obligations to society. But the politi-

cal: pressure that prompted Carne- -

gie' and Rockefeller to creative

breakthroughs has been conspicu- . ., .

ously mxssmg

On paper, anyway, it would ap-
pear that Americans in recent years
haven’t stinted on charity — last’
year they boosted their annual giv-

.ing to a record $175 billion. Still,

cynics cannot be blamed for wonder-
ing about the motives behind it all,
as the ambitious jockey for seats on
prestigious nonprofit boards and ta-
bles at charity balls. Qur era has
seen plenty of old-fashioned gifis to
cultural, medical and educational in-
stitutions, with the donors’ names
prominently gracing doorways. Yes,
we should doubtless be grateful that

"death, he deprives us not just of

such gms ‘keep alive- many an a1 <

- tic group or drug abuse program

that might etherwnse wither. | The
real problem is the. absence of ad-
venturous initiatives that seek sac:al
change in a manner beyond thel ca-
pacity of government. {

or that reason, onelfer-
vently hopes that ithe

Gateses’ largesse; ~
along with comrmt-
ments made in recent
years by George
Soros, Ted ‘rumer and other super-
rich business figures — will sumu«
late many laggards to follow sm
When a Warren Buffett, the nation’s
second richest man, elects to defer
major donations until after his
his
money but of his acumen.
An age of business innovation
should be counterbalanced by ana lo-
gous ingenuity in good works. Onelis
heartened by the small-scale “ven-
ture philanthropy” undertaken by
some Silicon Valley denizens who
have shown business savvy, a hands-
on style and a quest for measurable
results in their giving. And several
businessmen — including * ’I‘heodore
J. Forstmann, the Wall Street fman-

cier, and Eli Broad, the chairman of -

Sun America — have showered huge '

sums on education in the form of

'scholarships, vouchers, awards and~

training grants, to provoke averdue
reform. :

The brains and abundant rg-
sources now exist for the greatest
flowering of philanthropy in Amen’-

can history. Let us hope that the

acquisitive streak in our culture w:ltl
be matched by a new altruism. Oth
erwise, history may stigmatize us a<
a second Gilded Age, but one devoid
of the audacious giving that provet.f_

the saving grace of the first. O
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. occupicd  modern

By NICHOLAS WADE

Did modérn. humans wipe out the
Neanderthal people who Inhabited
Europe until 28,000 years ago, or did

. the two populations merge through

interbreeding? New DNA evidence,

extracted from the ribs of a Ne-’

anderthal infant, one of the last of its

kind, supports the thesis that these |

hardy, beetle browed people left lit-
tle or -no genetic legacy in today’s
populations.

Even though Neanderthals per-

. Ished fong ‘ago, the surprising- re-
trieval,-of intact DNA, the second *

stich sample to be recovered, has set

biologists speculating that with fur- -

ther finds the genetics of this extinet

human species could -become quite -

well understood.
The two DNA retrlevals, both sug-

. gesﬂng that Neanderthals were a.

separate human. specles, were sepa-

rated in time by a startlingly contra-.
dictory finding madec fast June, After.

studying the remains of a thick-set
boy recovered from a clilf-side prave
in.Portugal, considered a final hold-
out of the Neanderthals, pateoanthro-
pologlséts said that the human child

" ~had strong Neanderthal features, .
# and that this *‘refuted’"-the idea that =

moderm humans had exterminated

the Neanderthals without interbrecd .

‘"B ~ .
Ncanderthals and their torebcars

around 300,000 years ago. They were
adapted to the cold conditions of the
[ce age and had stocky budies, thick
bones and  enormous  strength.
Though their stone tools seem siml-
far 10 those of modern humans who

Europe from -

started to enter Europe from Asia
around 35,000 years ago, they ceased
to flourish and abruptly disappeared
throughout their home range around
28,000 years_ago, leaving no clues in

the archaeological record as to the
‘reason for their extinction:

Neanderthal DNA was first Isolat-
ed three years ago, from the original

bones first found in the Feldhofer ~

Cave In the Neander Valley near

Diisseldorf in 1856. The finding wa$
‘startling because no human DNA of
such anﬂqully — at least 30,000 years -
- pld — had beeni recovered and be-
.'cause it showed a patiern of DNA

that was quite different from that of
modern humans.

Though the “Feldhofer DNA was
extracted with elaborate precau-
tions, the finding was greeted: with
some reservation because it was a
single result. Confirmation has now

" come from a second Neanderthal. )
The remains were recovered by an

Russlan expedition from the Moscow
Institute of Archaeology to the Mez-
maiskaya Cave in the Caucasus, to

‘the northeast of the Black Sea. They
‘helonged to a Neanderthal Infant less
than 2 months old, too young for the'

sex to be determined {rom the bones.

The bones were dated by the carbon’

fsotope method to 29,000 years ago,

making the infant among the-last

generations of the Neanderthals. .
A sample of the infant’s ribs was

made ‘available .by the Russian re-

seanrchers to Dr. William Goodwin of

the Human Identification Center at .

the University of Glasgaw. Dr. Good-

win“works on paternity cases and

planc-crash  victim  klentiticatlon,
and studies ancient DNA as a side-

Néan&eﬂﬁél 6Nﬂ

Recent DHA analysis of a Neander-
thal found in the Mgzmaiskaya Cave
suggests they were a separate -
species from modein humans.
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R Coe T New DNA ana YS‘S

CHIMPANZEES
Sourte O Wiram Goodwin e

The Neﬁ York Ttu}?s

Tine. :
Dr. Goodwin and hls Russian and
Swedish colleagues report In this
week's issuie of Nature that the DNA
scquence frum -the Mezmaiskaya

Cave Is 15 percem dmerem from'
that of the Feldholer Cave Neander-

thal, suggesting a considerable ge-
netic diversity within the Neander-
thal population. '

But the two Neanderthal DNA se-

quences are very different from

7 - those of modern humans, Dr. Good-

‘win and his colleagues say.

Based on the rate at which, DNA

changes over time in living organ-

‘Isms, Dr. Goodwin calculated that

the two Neanderthals last shared a
common ancestor at least 150,000

years ago, a date that matches the .

first fully Neanderthal remains, and
that the Neanderthal and modern
human lineages split some 600,000
years ago.

Two palecanthropologists who fa-
vor the Neanderthal-human assimi-
latton theory, Dr. Fred Smith of

Northern Illinois University and Dr.-
Erik Trinkaus of Washington- Uni-

versity in St. Louls, said they did not

dispute the new DNA analysis hut
" noted that it did not completely rule
out the poss:bmty of some inter-

bréeding. Dr. Smith said the new

DNA data was “incredibly important

and significant” .and “‘“‘certainly

- strengthens . the fact that -there. is .

quite a_gap between Neanderthals

and recent humans in. terms of mlt& N
chondrlal DNA.”

Mitochondrial DNA,. inhcnted

from the egg cell alone and thus -

through the maternal line, is far
more plemtiful and likely to survive
than the DNA of the nucleus; both
Neanderthal samples were of the mi-
tochondriaktype.

"But Dr. Smith and v Trinkans,
who are experts nn the Neantder.

‘DNA Tests Cast Doubt on Lmk Between Neanderthals and Modern Man

thals believe- that there was some.
interbreeding on the ‘evidence of the
Portuguese boy with Neanderthal af-
finities. Other anthropologists think .
the boy was just a ‘chunky’” human

.Jad who.in-any case lived far too

many generations after-the.last Ne-
andertha! had died for any evident

"influences to be expected.

*{t's got one feature that is argu-
ably Neanderthal — the shoftness of
length between the knee and ankle

“and even that s not striking,’" said

Dr. Richard Klein, an arcvhaeologast‘”

‘at Stanford Unlversnty
- Dr: Smith- and "Dr. Trinkaus say
that even though Neanderthal DNA

differs from that of modern peuple, it
might be more similar to that of their

“human contemporaries, the Cro-Ma-

gnons. Curinusly, no DNA has yet
been recovered from very ancient.
Homo -sapiens fossils. Dr; Klein
agreed that new efforts should be .
made to retrieve Cro-Magnon. DNA;
though he said he expected it would

-« prove similar to that of medern hu-

mans, sewing up the case that the
Neanderthals were replaced.

The. factors that aliow DNA to be
preserved for thousands of years are
not well unders!ood “Even with two -
bodies in the same’ grave, the.level of
preservation can vary considera-
bly,” Dr. Goodwin said. Hé thinks
that"something about the limestone
cave may have favored the durabil-
ity of the Caucasus Neanderthal
DNA. .

i the reasons for preservation

were belter understood, DNA ex- -

pofts would know which precious
msedn  specimens were  wortls
samphing and which to leave alo
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Foundation Giving s at $23 Billion High

By REED- ABELSON

Flush with ballooning endowments
and new money from wealthy indi-
viduals and- corporations, the na-
tion’s foundations set a record by

. giving away an estimated $22.8 bil-

lion in grants in 1898, according to a
study to be released today.
Forced by law to give away larger

' and larger sums, many foundations

are increasing the size of their'dona-
tions, sometimes giving away tens of
millions of dollars to a sirigle charity.
With greater resources, many are
financing sweeping, ‘ambitious pro-

- grams in areas like education and

health care rather than making what

were often scattered and short-term

grants in; mose fields.
Giving by every type of foundation

- has -‘increased, according to the

Foundation Center, the New York
group that tracks foundation giving
and conducted the study. The $22.8
billion in grants to nonprofit groups
in 1999 compares with $19.5 billion in
1998. A decade ago, foundauon giving
was $8.7 billion.

- “The increase in assets provides
an’ incredible -opportunity for the

whole fieid,” said Sara Engelhardt,”

president of the Foundation Center.

The largest foundations may be able .
te accomplish goals on a scale not -

seen since the Carnegies and Rocke-
fellers created their foundations ear-
lier in the last century, she said.

The Bill and Melinda Gates Foun- :

dation, for example, is tackling dis-
ease in developing countries by pro-

viding $750 million over five years to-

vaccinate children. “Scale is helpful
when you can cause a bigger system

. ' change,” said Patty Stonesifer, the

co-chairwoman and president of the

. Gates Foundation, which is expected
to give away about $! billion in

grants this year.

The foundation is-also able to take
a long view, supporting projects for
as long as 20 years, in the case of its
31 billion scholarship program. By
‘making. a long-term commitment,
the foundation can relieve the burden
of many nonprofit groups, which
*are always- scrambling ‘for re-
sources,” said Ms. Stonesifer:

Over all, the number of grants of
$5 million or more is climbing sharp
‘ly, according to a sampie taken by
the Foundation Center. While the
number of such grants was under 50

. . for much of the early 1990 s. it
reached 147in 1998, -

Soarmg Stocks and Major Gifts Bnng Surge of Ambuous Pro_;ectf

The David and Lucue Packard .
Foundation, among the largest in the |

"hation, spent $50 million over the last ;
two years toward the purchase of§
271,000 acres in California ~ the '

rough equivalent of ali of Los Ange-
les — as-part of its conservation
efforts. The foundation hopes to pre-

serve another 500,000 acres in the -

next few years.

Even much smaller .community
foundations are benef;tmg from a
significant increase in resources, the

result of the surging stock market

and the largess of individual donors,
"l:very foundation that has invested
in the eguity market has had 10
years of galloping growth, especially
in recent years,” said Jack Shakely,
president of the California Commu-
nity Foundation, which has $525 mil-
hon in assets.

. The foundation, based in Los Ange-
les now finances projects over sev-
eral years instead of committing a
single year at a time. Excited about
the prospeet of a new project to give

- books to children as a way to encour-

age reading, for example, the foun-
dation was able to pledge $1.5 million
over three years.

in Ohio, foundatinns mcludmg ;he
Cleveland Foundation, whose assets

have climbed by more than 50 per-
cent over the last five years, have
committed $10 million toward a $40

million initiative by Cuyahoga Coun-’

ty to provide health care and child
care for very young children,
Much of the rise in giving nation-

‘wide is a result of the soaring value’

ol foundation endowments, which
reached $385 billioh at the end of
1998, the latest figure available, ac-

cording to the center. By law, most
foundations" are required to give-

away at least 5 percent of their as-
seis each year or run afoul of the
Internal Revenue Service.

But large donations to foundations
and the formation of new foundations
are also fueling the increase, accord-
ing to the center. The number of
foundations has more than doubled

since 1980 to nearly 47,000, and newly

active foundations were responsible
for one-filth of the rise in foundation
giving.from 1897 to 1998.

Corporate foundations -increased | N
: sponsibility to get that money out
- and get it percolated,” Mr. Shakely

the amount they made in grants by a
record 22 percent'to an estimated $3
billion last year, according to the

. center. Many of them are also mak-

ing larger gifts. The Bank of Amer-
ica Foundation, for example, is giv-

. gave away just two years ago.

. largest grant was about $6 million.
" Lilly has also significantly increased !

%

mg $50 million over five years|to
Umted Way of America to help c&m
dren learn to read and get vaccina-
tions. : |

proach,” said Caroline Boitano. c:ﬁx
utive director for the Bank of Amer-
ica Foundation, referrmg to grving
that'is spread out thinly amung nu-
LIGTOUS Causas. ?
The surge in the amount of mcm(\p
available for giving causes sarnt
concerns for foundations. The Pac h
ard foundation, for example guve
away about $400 million in granis i
1844, more than double the amount n
"I
a challenge for any organization o
go through the kind of growth \ae
have,”  acknowledged Rnchmd
Schiosberg 111, president of the foun-]
dation, which increased its staff last
year, by about 25 percent to 150 pec}
ple and expects a simiiar mcrease‘
this year. [
The Lilly Endowment also saw its
giving climb steeply, by about two-
thirds from the previous year to $425,
million in 1998. The foundation now

‘routinely gives away amounts likel

$30 miltion to the Hispanic Scholar-\
ship Fund and $30 million to the!
American Indian College Fund, com- l
nared with five years ago when its

its giving to community foundauons
in-Indiana, where it is based.
The tendency to give larger
granis, often to large charities with |
national agendas, gives some cause
fc. concern. "It can be counter to
what people see as strategic’ grant

_making,” said Ms. Engelhardt of the

Foundation Center. -Foundations
muay “look for more of the sure
bets,” established charities, rather
than fostering experiments or cre-
ativity by financing small nonprofit
organizations.

The rise in assets has also caused
sorz individuals to call on founda- -
tions to give away morc than the
minunum required by law. The Cali-
forma Commumity Foundation, for
example, gives away what it calls a
“cornmunity dividend" with some of

*1 think foundations have a re-

said.
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. the money its iavestments have gen- - !
. erated in recent years.




Some Foundations Choose to Curb Donations and Pay MOrei Taxes

By REED ABELSON

Imagine actually ‘choosing to pay taxes
at a higher rate. :

That is what some foundations do. Last

year) for example, faced with the decision
whether to maintain its historical level of
giving or pay twice as much in taxes, the
Carnegie Corporation of New York, paid a
total of $2.6 million to the federal govern-
ment. The foundation, one of the nation’s
largest, was under new leadership and
undergoing a review of its priorities, s0-it
slowed its giving and therefore no longer
qualified for a lower tax rate.

“*Clearly, we are driven by our program-

matic ideas,” said D. Ellen Shumari, Carne-
g:e’z;» chief investment officer, who argued
that; a foundation's emphasis should be on
making grants, not on lowering its tax bill,
()thgrwise, “honestly, it'would be the tail
wagging the dog,” she said,

Foundations have long complained about
the two-tier federal excise tax, which is set

at 1{percent of a foundation’s annual in-
vestment income for a foundation that
maixl’nains or increases its level of giving,
or 2 percent for those that do not. They say
the tax is poorly designed and overly com-
plicz%ted, requiring too much paperwork
and discouraging large increases in giving
by tﬁreatening foundations with the higher
tax if they subsequently reduce how much
they, give to charity. By law, foundations
must give away at least 5 percent of their
assets each year to retain their nonprqfit
status.

While many of the nation’s largest pri- '

vate foundations say that they usually try
to give away enough each year to meet the
criteria for the lower tax rate, many do not.

Though only a tiny slice of their billions in .

assets, the taxes represent millions of dol-

lars flowing to the federal government

rather than to charity. When the Lilly En-
dowment paid the higher tax rate in 1998,
for| example, the additional amount was
nearly $6 million. The foundation declined

to /comment on its decision to pay the

higher tax rate.

Now, a little-noticed provision in the Clin-
ton 2001 budget proposal aims to simplify
the tax, replacing the two tiers with a flat
1.25 percent tax. The proposal is intended
to [allow foundations to focus on making

gr:lmts without regard to the tax impact of

those decisions, according to a

« Treasury official

But some charity advocates say

] -

- the provision will also eliminate the
" only incentive that now exists to en-

courage more giving. Largely as a

result of the bull market in stocks,
fouadation assets have soared in re-

" cent years. Assets reachied $330 bii-

lion at the end of 1997, the most
recent data available; according to
the Foundation Center, a New York
research group. Grants totaled
slightly under $16 billion, or 4.8 per-
cent of assets, suggesting that foun-
dations, on average, are hewing to
the minimum. S

|The Clinton proposal does “noth-.
ing to ensure more money gets into
the hands of advocates and service
providers,” according to the Nation-
al Committee for Responsive Philan-
thropy, a Washington group that rec-
ommends linking any cut in the ex-
cise tax to an increase in the amount
foundations must give-away.

‘

The group advocates raising the
( so-called payout, the minimum per-
: centage of assets foundations must

. give away, to 6 percent.and requiring

foundations to include only actual
grants in their calculations. Many
foundations now include ‘administra-
tive costs and their excise taxes.

Foundations pay an estimated
$430 million in excise taxes a year,
according to the Council on Founda-
tions, a Washington association of
foundations and corporate-giving
programs. The council supports the
Clinton proposal, saying that the cur-
rent structure is a disincentive to
giving., The council is considering
pushing for a 1 percent tax to prevent
some of its members from paying
more in taxes. Though no one tracks
the number of foundations that pay
the lower tax, the proposal is gener-
ally expected to result in less tax
revenue, suggesting that a greater
number of foundations pay the high-
er rate. .

Under the current rules, founda-
tions face a series of hurdles before
qualifying for the lower tax rate. In
addition. to giving away 5 percent or

more of their assets, foundations

must maintain their average level of
giving as a percentage of their as-

sets, based on the last five years. The

rules also require that foundations
give away to charity an amount
equal to the tax savings reaped by
paying at the 1 percent rather than
the 2 percent rate. -

"While many small foundations
simply pay the higher tax rather
than do the complex bookkeeping
necessary, most large foundations
have learned to finesse the timing of
their grant-making based in part on
the tax ramifications. But' since
these foundations also do not want to
give away so much that they shrink
their assets over the years, many are
careful not to maintain what they
view as too high a level of giving and
will decrease what they give away
from time to time to lower their -
average level.

“There is inevitably a year when
you decrease” the amount you give
away, said George Vera, the chief
financial officer for the David and
Lucile Packard Foundation, one of
the very largest foundations, with
about $13 billion at the end of 1999,

Many of the large foundations also
say that the surging stock market
and the resulting huge growth in the
value of their assets has made it
hard to give away enough in well-
thought-out grants. Packard, for ex-
ample, “would prefer not to pay any
taxes,” according to Mr. Vera, but
expects to pay the higher tax in 1999

" pecause of the rise in the value of its |

endowment. “ How fast can you ramp
up programs?’ he asked, noting that
the foundation has focused on build-
ing the necessary infrastructure to
handle the higher volume of grants.

The Clinton proposal would make

the task of managing the grant-mak- '

ing less arduous, he said, add"mg, “1
think it is an issue of simplicity and
predictability.”

e

Critics of the current tax structure
say it may make some foundations
more reluctant to share the wealth
for a year or soor to undertake large
programs that require significant
spending in any year for fear of
raising their average giving levels.
“Why should the government be in-
terfering in the spending policies of
foundations?" asked John Edie, the
general counsel of the Council on
Foundations.

The change has the support of
some foundations that will probably
pay more under the current proposal
because it raises the tax they pay by
a quarter of a percentage point. The
W. K. Kellogg Foundation, for exam-
ple, usually meets the criteria for the
lower tax but is in favor of the 1.25
percent flat tax. *It would end this
cumbersome process,” explained
Mike Van Buren, a spokesman for
the foundation.

The debate over the tax leaves
some watchdog groups with the im-
pression that foundations are more
concerned about protecting the con-
tinuing growth of their portfolios
than about their primary mission.

“It seems to be more about the
banking side of things than the grant-
making side of things,” said Terry
Odendahl, a co-director of the Na-
tional Network of Grantmakers, an
organization of foundations that is
also trying to persuade foundations
to increase voluntarily the amount
they give away, to at least § percent.
“Wouldn’t they want to make bigger
grants?”

Ehe New Pork Times
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| Colombxa s Atd to Paramtlttary Reported to Persist

By The New York Times ) ]
WASHINGTON, Feb. 23 — Units of

the Colombian Army continue' to .

work closely with right-wing para-

military forces that are involved in~

killings of civilians and threats
against government human  rights
investigators, according to a report
made public today. .

_ The report, by the New York-based
Human Rights Watch, says that
. army brigades in Colombia’s three
largest cities, including the capital,

Bogotd, have continued to sponsor
- and collaborate with the outlaw par- -

even as military leaders have made
some progress in curbing abuses by

- their own troops.

The problem remains so intracta-
ble, Human Rights Watch officials

said, that only by putting new human -

rights conditions on its aid to Colom-

bia is the United States government
likely to bring significant reform.

The report was made public as the
Clinton administration is intensify-
ing its push in Congress for $1.3
billion in new aid for Colombia over
the next year and a half. Most of the
aid would go to the Colombian securi-
ty forces to help them push into

remote areas of the country where
drug production is thriving.and left-
ist guerrillas generally hold sway.

In a statment tonight, Colombia's
vice president, Gustavo Bell Lemus,
denied any institutional tie between
government forces and the paramili-
taries, and asserted that. Human
Rights . Watch was seeking to ob-
struct the approval of American aid.

Clinton administration officials
say they are aware of the human
rights problems, but they argue that
President Andrés Pastrana is deter-

mined to curb abuses and that |

American aid will help him do so.

amilitaries in the last three years,

Long H1story of Interceptmg Key Words

‘By ELIZABETH BECKER

WASHINGTON, Feb. 23 — The Echelon system-
~ was developed in the 1870s. It links computers in at
_ least seven sites around the world to receive, analyze.

-and sort information captured from satellite commu- |

nications, newly declassified information shows. .
. The computers.watch and listen for key words in
telephone fax and Internet’ communications and

. route intercepted messages on a topic requestedby a
-country, the descendant of a decades-old electronic
eavesdropping network set up by the United States

with Australia, Britain, Canada and New Zealand.
Although an Echelon system exists, it is not

controlled by the National Sécurity Agency to provide

American corporations with stolen industrial intelli-

gence, according to Jeffrey Richelson, a senior fellow

at the National Security Archive. Mr. Richelson re-
trieved documents about Echelon through requests
under the Freedom of Information Act.

‘This network is an outgrowth of an agreement
between London and Washirigton in 1348 to gather
and share communications intelligence, “Countries
throughout the world — not just these five — engage

in widespread satellite intercepts,” Mr. Richelson -

~said. *“It is a legitimate question whether people
minding their own business are having their conver-
sations picked up by any of these systems."”,

But many of the most extravagant clatms about
Echelon make little sense, because the. National
‘Security Agency is overwhelmed by the proliferation
of information over the Internet, Mr. Richelson said.
“Its ability to collect and process. mformatmn is not
nearly as immense as some of these accounts make it

out to be.” he Sald “Thus agency is not domg all that

US. Re;ects Loans to Iran

. WASHINGTON, Feb. 23 (AP) —
The Clinton administration said to-
‘day that despite electoral gains by
Iran’s reformers, it still opposes any
‘World Bank loans for the country.
James P. Rubin, the State Depart-

ireni” spokesman, said ! had yet .
to make'f progress in abandoning sup-
port for terrorism '— arming the
militant Islamic group Hezbollah in
southern Lebanon, for instance —-
and in economic reform. Federal law
requires the United States to oppose
ioans by the World Bank to courntries
listed by the State Department as
sponsors of terrorism. Iran is one of
'seven countries so designated.

. engage in industrial espionage or obtain trade secrets -
" for the benefit of any U.S. company or companies,”

well against the new information techno logy.”

The Clinton administration denied accusations
today -by the European Parliament that the security
agency was involved in illegally collecting intelli-
gence for commercial use through satellite intercep-
tions. “U.S. intelligence agencies are not tasked to

said a spokesman for the State Depanment James
P: Rubin.-

But those denials, along with the routine refusals
of the security agency to discuss the issue, will most
likely not halt Congressional hearings planned for the

. spring.

Representative Bob Barr, Republican of Geor-

gia, who called for the hearmgs into the project, -
conceded that he was uncertain what Echelon actual- "
ly does. “The charges are serious that the govern- -~
ment indiscriminately scoops up millions upon mil-
. lions of conversations daily over the Internet and the
telephone,’”” he said in an interview, “But the first '

question I have is what is being collected on Echelon
and how is it being used. I don't know.”
Mr. Barr, who once worked for the Central

. Intelligence Agency, said he first heard of Echelon

when he was researching privacy last year for, a
speech to the American Civil Liberties Union.

On the Internet, Echelon has achieved a mythi- A
cal status as a spying arm of the American govern-

“ment. A “Jam Echelon Day'" was declared in Octo-

ber, and people around the world sent a huge volume -

" of communications over the Internet and on the

telephone using words like *‘terrorism’ that they |
presumed were key words. and would overload the

* system.
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Vanessa Kirsgh, who thinks a lot abont
improving social and economic conditions

~in America, is convinced that two deciudes

got it wrong: “The '60s, when govermment
was viewed as the answer, and the "8s,
when it was seen as the problem.”

* Ms. Kirsch, 34 yvears old, was barely out

" of diapers in_the '60s but she makes a

compelting case for “creating a new syn-

thesis™ ~an entrepreneurial, largely non-
. profit sector working in partnership with

govemmonl and the private sector. These
“social entrepreneurs,” she is convinced,

- are the wave of the future.

As founder of New Profits Inc., a new
$11 million fund for.the non-profit sector
that seeks to apply venture ;apital prac-

Politics & People

tices to philanthropy, she is in the van-

guard of this movement. She visited re-

cently with eight other young “social entre-
preneurs” for a lively discussion of new
ways to address social ills, ranging from
education and job training to pens:on and

" health bBenefits.

Social entrepreneurs have existed for
ages, but the movement Is gaining momen-
tum. Brifish Prime Minister Tony Blair
calls himself an apostle of social entrepre-
neurship, courses in the subject are of-
fered at leading. business schools, and
young men and women like Ms. Kirsch are

!
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The Gore and Bush campaigns hoth give
lip-service support, but it's chiefly self-
styled New Democrats, like Rep. Tim Roe-
mer (D., Ind.) who are enthusiastic sup-
porters. ’

The social entrepreneurs are do-good-
ers who demand accountability and perfor.

* By Albert R. Hunt

pressing to-put-it-on-the-political- agenda: —Corps members-annually,

mance standards—and increasingly look
far profitable spinoffs—creating, "a blur-
ring of seetor boundaries,” says J. Gre-
gory Dees, a Stanford Business Schoot pro-
fessor, Social entrepreneurship, he says,
“combines the passion of a suclal mission
with an image of business-like discipline,

" innovation and determination.” Programs

dominated hy the government are too of-
ten hureaucratic and inefficient, say the
social entrepreneurs, and markets, for all
their attractiveness, have limits in valuing

_social goals. Volunteerism, they say, Is

only a Band-Aid when what is really
needed Is systemic change.

This should be an attractive alternative
for both sides of the political spectrum,

- argues Wendy Kopp: “For conservatives

we're bringing private-sector and entrepre-

- neurial approaches to. public problems.
_For liberals we're all about social change

and Improving the weifare of the least priv-
ileged people.”
Eleven years ago Ms. Kopp founded

Teach For America, which attracts top col--

lege graduates to make a two-year commit-
ment to teach in poor urban and rural
areas. Although criticized by some of the

" educational -establishment, TFA has

placed more than 5,000 Teacher Corps
members in 13 cities around the country
and draws high praise from participating
communities, These bright young men
and women are bringing a vitality and a
conmmitment to disadvantaged children
that too often are lacking. Ms. Kopp wants
to tripte her $2 million annual budget over
the next four years to hire 4,000 Teacher

.which would pay a placement fcc*. First he

needs to raise $2.5 million o develop his

curriculum and initial pilet program; an -

early hacker is Ms. Kirsch: “I'd rather
have Jon Schnur selecting bright young

) 'prmcrpals tlaan some government bureau-

erat,”
1t's not, these social activists say, that

government ought to play a smaller role;
the rote should be miore creative, less intru-
sive. “Too many gov-
ernment investments
mirror traditional phi-
lanthropy—toc many
grants  spread. out
with an eye toward
propping up things
that are not working
very well,” says Eric
Schwarz, who has
launched Citizen
Schools, a program in
Boston for  after- 5
school activities.  vanessa Kirsch

“More effective invest: ——4mMm———
ments would beé in powerful ideas and orga-

nizations that are likely to leverage
broader change.”

Government should. not only provide

seed money but then, if they imeet market-
‘based tests, ‘help take them to scile. A

good example is City Year, an urban Peace
Corps that attracts young Americans o

offer a year of community service. This,

has grown Into a $25 million annual ven-
ture, but, says founder Alan Khazei, that
wouldn't have been possible without sup-
port from' the Bush administration and,

Jon Schnur, 2 former-Clinton adminis-
tration official, along with a team of Har-
vard Business School and education school
students, Is trying to start a similar pro-
gram-—New Leaders for New Schools—to
recruit, train and place first-class princi-
pals in d:sadvantdged school dlstru:ts;

particularly;from-the Clinton-administra-
tion’s  Americorps, which contributes
about 40% of Its budget today.

Mr. Khazel and others stress these ven-
tures shouldn’t become overreliant on any
single source of support. Five years ago,
Sara Horowitz founded Working Today to
fashion a private-sector model for develop-

Social Entrepreneurs: Compas‘sionate_and Tough-Minded

ing benefits— principally health and retire-
ment~for more transient workers: tempo-
raries, part-tilne workers, freelancers and
independent contractors. Success, she be-
lieves, wiil depend on a “new benefit deliv-
ery system that is financially self-sustain-
ing.”

Ms. Kirsch and her allies have two over-
arching goals for the next few years: to
put social entrepreneurialism more on the
political agendn and, with all the wealth
that has been created over this decade, to
attract more socially-conscious, resuttsarl
ented investors.

Both presidential candidates, they szly.
have promise, but also limitations. They
fear that the vice president may be too
indebted to entrenched bureaucracies.
They worry that Gov. Bush, based on his

Texas record, talks about armies of com-.

passion but doesn’t follow it up with suffi-
cient public resources. And while these
young idealists are attracted to the faith-
based efforts that both the Texas goverrior
and the vice president advocate, they fear
this could become political. “Imagine the
right trying to cut off evangelical churches

from funding because they didn't hit their -

numbers,” worries Jamie Daves, who now

. attends Stanford Business School and is.an
. adviser to a number of new Smcon Valley

nonprofits.

Despite the tremendous wealth creation
over the past decade, support for these
ventures is uneven. (One reasun activists
cite is the lack of attention they receive in

. the business press, lm!udlng The Wall

.
R

and inore new nulhonalres are looklng for
philanthropic investments that “make a.

difference.” She's confident of doubling
the size of New Profits over the next four

years, by which time she believes “these .

social entrepreneurs will be leading a real
revolution in how we address social prob
tems in America.”
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‘and Medicare, and 40

By LawneNce B, Linpsey

After spending what his advisers called
“a fortune” on polling. Vice President Al
Gore decided he had to come up with a
retirement saving proposal to counter Gov.
George W. Bush’s. Sadly, it would de noth-
ing to help save or strengthen the Social
Security system. Indeed, not anly did Mr.
Gore promise to leave Social Security, with
its unfunded liability of $8.8 trillion, un-
changed: he promised during the spring to
Increase benefits. According to the Social
Security Administration and even some of
Mr. Gore's supporters, these additional

.promises appear to increase the actuarial

deficit by 30%, meaning Social Security
will gn broke sooner.
Now the vice president offers yet an-

““other unfunded entitlement ' program

called “Retirement Savings Plus™ on top of

the existing plans. Mr. Gore has labeled

his new entitlement as a “tax cut for hard-
working Americans.” As with all Gore tax
cuts, there is a catch, In order to get it,
you have to do with your own money what
Mr. Gure tells you to do. And how much of
a tax cut is it, anyway? It is useful to
compare what Mr. Gore and Mr. Bush are
really doing in the tax and retirement sav-
ings area for a variety of hard-working
Americans.

The Case of Bob

Take the hypothetical case of Bob, who A

works on the loading dock of a factory. Out
of his $8 an hour he .

pays 66 cents in fed-
eral income taxes, 61
cents in payroll taxes
for Social Security

cents in state taxes,
taking home $12,660 a
year. Mr. Bush would
cut Bob's federat in-
come. taxes by $300
and move at least an-
other %120 of his pay- :
roll taxes into a per- Al Gore
sonal acconnt,

By contrast, Mr. Gore promises no re-
duction in Bob's tax Hability. Under his
plan, Bob would get a $1,000 government
contribution to his retirement savings if
he comes up with $1,000 on his own. As
Bob takes home harely $1,000 a month, he

might well ask the vice president which

S G Gore’s Rlsky——S@(:la

nmnth of the year he should skip his rent
payment, give up eating and forgo all
other spending in order to come up with
the $1,000.

Charlene is a registered nurse support-
ing two children on $35,000 a year. She
now pays $2.022 a year in federal income
taxes, $2,678 in payroll taxes and $1,750 in
state taxes. This leaves her just under
§2,400 a month to support her family. Mr.

* Bush would cut her federal Income taxes

hy 74%, or $£,500. In addition, she would

- have at least $700 of her Soclal Security

taxes put into a personal account. Mr.
Gore offers Charlene the same deal he

“A young couple with bills to pay and chil-
dren arriving will natarally find it difficult
to set aside money for their retirement
years. Indeed, they're going into debt dur-
ing those years, typically.”

On the other hand, people like Sam and
Doris who can afford the contribution are
disqualified because Mr. Gore labels them
“rich.” The cynical calculus behind this
shows up in the Gore campaign’s own esti-
mate of the revenue cost of the proposal.
They estitnate that it will cost §200 billion
over t0 years. That's $20 billion a year. At
an average subsidy of $1,080 a worker, that
means-that Mr, Gore himself expects that

Al Gore claims to have ‘saved Social Security until
2054 But his plan will result in higher taxes, because it does
nothing to stave off the system’s bankrupicy.

offered Bob: Come up with $1,000 on your
own and I'll match it in a personal ac-
count. Again, with two children, it’s tough
to see where she would come up with the
money.

Finally, consider Sam and Dnns a
schooiteacher couple making $48,000
apiece. They support three children and
own their own honie, giving them $15,000 a

year in mortgage-interest and property-

tax deductions. They pay $11,560 in federal
income taxes and $7,344 in payroll taxes,
Mr. Bush proposes cutting their income
taxes by $3,190 and allowing them to put
$1.920 in personal accounts. Mr. Gore pro-

poses to give them $1,000 in matching con.
-tributions if they can come up with $3,000

on their own. Their budget has enough
leeway to finance this saving. But that’s
this year. Next year, after Sam and Doris
get the 6% raise the school district just
negotiated, they will be among the “rich”
and thus ineligible for Mr. Gore's match-
ing grant,

As with so many government promises,
the generosity of Mr. Gure's matching
grant is more apparent than real. It is
very difficult to save on low to moderate
incomes given the current level of taxa-
tion. The statistics show, for example, that
only one funiily in 40 with an income be-
low $30,000 has an individual retirement
account. Mr. Gore himself says in an inter-
view in a recent issue of Money magazine:

less than one warker in six will take advan-
tage of his “retirement security plus”
scheme. :

But the real tragedy of the Gore plan
contes 40 years from now when Bob, Char-
fene, Sam and Doris are all in retirement
or nearing it. Mr. Bush's Social Security
framework, along with every inajor bipur-
tisan reform proposal in Congress, en-
dorses personal accounts as the only way
fo avoid severe benefit cuts or punitive tax
increases in the future.

Mr. Gore’s retirement accounts, how-
ever, are simply added on top of the exist.
ing system. He aiso requires putting ever-

.Increasing amounts of federal bonds into

the Social Security trust fund. As the Clin-
ton-Gore administration” acknowledged in
its 2000 budget: "These balances are avail-
able to finance future benefit payments . . .
hut snly in a hookkeeping sense. They do
not consist of real econmmic assets that
can he drawn down in theé future to pro-
vide benefits. Instead, they are claims on
the Treasury that, when redeemed, will
have to be financed by raising taxes, hor-

rowing from the public. or reducing bene- *

fits or other expenditures. The existence
of large trust fund balances, therefore,
does not, by itsell, have any impact on the
Government’s ability te pay benefits.”
Mr. Gore claims to have “saved Social
Security until 2054." The government's

Security-Scheme-

watchdog ageucies sy otherwise, The
General Accounting Office said about 5
virtually identical plan: “Although the
trust funds will appear to have more ro.
sources as a result of the proposal, nothing
about the program has changed.” The Con-

gres«:mnal Budget Office wrote that this
“does nothing to ensure that the nec esNirY

econumic resources will be there to sup-

port the programs; it simply shifts monéy
from one government pocket to another.”

Sen. Fritz Hollings (1., S.C.) said that this
approach “amounts to nothmg more th.m
a modern day Ponzi schieme.”

In effect, it is the children of Charie m' ,
Sam, and Doris who will be paying e
bill. The Social Security actuaries esu
mate an annual shortfall under (un‘out
law of $400 billion 40 years hence; rising to
$700 billion by 2050 and exploding after
that, Mr. Gore's surregates have said that
“general revenues” will pay for this. If
true, each of the 175 nmillion workers work-
ing then will be forced to pay $2,300. in
extra income taxes just to cover this shart-
fall in 2046 alone. That extra tax burden
wil] be doubling every 12 years thereafter.

No Guarantee

“In short, while Mr. Gore speaks of fhe
“gnarantee™ of Social Security, the reality

_is that the guarantee. is a political oye.

Congress reluctantly voted to cut Social
Security benefits in 1977, 1983 and 1943, on.
two of those occasions with Mr. (}m'is'q
support. :

For the past eight years American pub
lic policy has been governed by polls and
focus groups. During that time the un-
funded Hahility of the Social Security svs
tem rose $1.4 trillion even as the govern:
ment claimed that Social Security “&ir-
piuses™ improved the fiscal health of 1he
nation. Until recently the vice president -
was merely promising mere of the safme.
Now he has decided that he has to change
his game to double or nothing. i he wiirs,
the losers will be future generations and
maybe the Sacial Security system itself.

Mr. Lindsey, a former governor of the
Federal Reserve, is a resident scholay nt the
American Euterprise Institute and an mi-
viser to Gearge W. Bush's presidentind (um- .
paign.




