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PREFACE

- The Commission on Private Philanthropy and.Public Needs.
was established’ in. November, 1973, as a ' privately. 1nlt1ated
pnvately funded citizens’ panel with two broad objecmres :

-.Tostudy the Yole of bath ph:lanthroplc glvmg in the Umtcd
_Statcs and that area through which- giving is principally, chan-
neled, the voluntary, “third” sector of: American society, . -

. To-make recommendations to the voluntary sector, t0 Con-.’
gress and to the American publlc at large concemmg ways in
which the sector:and. the practice. of private: glvmg can bc :
strcngthened and ‘made more-effective.

i-The Commission’s objectives reflect a comnctlon that giving
and -voluntary, - public-oriented: actlwty—the components of.

“philanthropy” as broadly - defined—play a central role in
~ American [ife but that the ‘continuation of this role cannot be-
taken for grantcd ‘For. the sector’s -economic durability has -
been: brought into question by the mounting financial difficul-
ties of many voluntary organizations and nonprofit institutions.
At the same time, two of the main institutional undcrpmnmgs
~ of philanthropic giving—ptivate foundations and charitable tax
deductions—have - been politically challenged. Congressional -
~ hearings leading up to the Tax Reform Act of 1969 as well as .
the act itself showed that these underpinnings had: become. fau"
targets of: criticism. and of IEglslatlvc change. .

The: Commission came-into existence in large measure bc-
cause of the initiative of John D. Rockefeller: 3rd and the: -
. encouragement of several.governmental figures, including the

_chairman then of the House :Ways and Means Committee,

Wilbur D.. Mills, Secretary of the Treasury George P. Shultz
and Under Secretary William E. Simon, who was! ‘subsequently
Shultz’s successor, The. Commission’s membership was drawrn



from a broad spectrum of American society and has included
religious and labor leaders, former cabinet officers, representa-
tives of minority groups, executives of foundations and: corpo-
rations—men -and ‘women with wndc ranging. and differing .
viewpoints.

It became apparent even before the Commission was formal-
ly established that it would need and would have to develop
for itself a. great deal of one particularly scarce commodlty in
the- areas it. was looking at—information. A meeting of tax
experts, economists and 30ciolog|sts assembled- to discuss the
research: needs of the proposed commission in- August 1973,
and reached. a}quick consensus: that ‘there was:a paucity’ of
exlstmg data and analysis on giving patterns, about tax effects
on gmng, about the relative roles of government and nonprofit
organizations, about many basite questions swrrounding giving
and nonprofit activity. A ma_lor research: task: was clearly cut
out for any, group looking'into this area. -

- Gabriel G. Rudney was granted leave of- absenoe as assistant -
director of the Treasury Department’s Office of: Tax Analysis
to serve as research director of the. Commission. Jeanne Mooare
has worked: since the-Commission’s early days as the Commis-
sion’s. executive assistant and’ coordinator of its vast flow of
documents and correspondence. Advising the!Commission' and .
-aiding in the direction of its research: has been an Advisory
Commiittee: made up of more than 100 experts in the fields of
economics, law, sociology and taxation, plus representatives of
many philanthropic and' nonprofit areas, from higher educa-
tion to. environimental activism." More fully involved in the
Commission’s work have been the Commission’s. consultants;
some in general and some in special capacities, many-of whom
have ‘regularly taken part in-the Commission’s- deliberations;
However, the Commission’s report, it should be- noted, is the
_ ‘Commission’s own and does not neocssanly reflect. the views of
any consultants: or advisors.

“The Commission has sponsored in the course of its two years .
in operatioh no fewer than 85 studies on various aspects of
philanthropy and nonpraofit activity, including individual re:
ports oni-all 'the major arcas of charitable nonproﬁt ‘activity;
extensive - analysis of the laws and precedents, in the United:

2,



States and abroad, that govern the pracucc of pI-nlm'n.hlfvc;]:nyr
" and “third sector” activity;: and.reports on- phxlanthmpy, in: ﬁve
_cmes in: different. regions of the country.. =~ i) .

A samp!c survey was commissioned. to' probe taxpayers glv--_
mg practnccs ‘and attitudes, The largest- such: survey- ever. con-.
ducted; it involved lengthy interviews with close:to 3 000 indi~
viduals, rcprcscnnng a cross-section’of /American contributors,
and non-oontnbutoxs ‘The survey was run by the Survey Re.
search Center; of. the Umvcmxty of; Mu:lngan The U.S. Trea-
sury Department ‘aided .in. the ‘preparation .of the survey; and
the: U.S, Ccnsus Burcau conducted one ‘third - of thc actual
interviews. - _

Computermed econometric analysxs of tax and income: data
was made for the Commission in an effort: to determine what,
if any, effect the. charitable deduction had on the amount of

...gwmg people:did. From: the relationships found in this analy-
sis; simulations were: constructed to project the possible effect
of modifications and expansions.of the deduction and the cﬁ‘oct '
of alternative proposals for st!mulatmg giving: - .. _

Mcctmgs and: discussions were held in different: parta of the
country involving concerned citizens and leaders in every field
related : to the: Commission’s..areas of study; gatherings :of ex- .
perts in various technical subjects helped frame the technical .
issues considered by -the Commission and: also  planned and.
reviewed research, Government agencies, particularly ithe' De-
partment: of Health, Education and Welfare:and the Intcrnal

- Revenue Service, were consultcd extenswely in areas of thclr_

expertise and.concern, :

‘In' planning both its written . r_esearch and the dmcussmns 1t :
sponsored the Commission has made a conscious effort to
practice the openness that, in its report, it preaches for all |
" nonprofit organizations, openness inward to 2 wide varzetjr of
viewpoints and openness outward to observation of- its own;
hardly monolithic deliberations. For example, partly in-answer
to criticism that the Commission’s membership represented do=
" nor interests more than donce interests within the world: of
philanthropy, the Commission supported the establishment of

a. “donee group,” which was linked: to the Commission and
whxch sponsored a2 number of studies and critiques for~and

3



' of~the, Commission; ‘Fhis group has had we belleve, a valu-
able influence on the-Commission’s I.hmkmg and on its report. .

- . The Commission has itself assembled .in- ‘many. lengthy: ses-
sions; and: individual Commlsswn ‘embers have taken. part.in-
otherCommission-sponsored meetings as:well: “Many: of,the
issues :that the Commission ‘has dehherated ‘on and attempted
to find'a consensus on have not- been easy . ones.: A broad and
“unequivocal -consensus exists within the Commtssmn "as - it
clearly does within American socicty at large, as’ to ‘the desir- -
ability. of voluntary giving and -voluntary orgamzattonsf How-:
ever, profound and. often sensitive: social,” ecoriomic. and politi-
cal concerns lie barely beneath the surface of any, consideration
“of phllanthroby and " nonprofit’ act1v1ty in - the ' mid-1970’,

- among them: concerns' about the power-of personal and corpo-
rate wealth, about the role of government, about the. quallty of
equahty and- the definition of equity. Such concerns, coming at
a" time iof;.national self-questlonmg, after a decade ofi soelal '
ferment; offer no simple sohitions-or resolutions. - "

So, inevitably perhaps, the Commission’s recommendatmns
for dealing with perceived lmperfectlons, inequities or simple
insufficiencies: in. the areas. it has; examined have not’ always
been unanlmous, not without dissent; Yet the" Commlssmn is
confident that in'its own quest-and.in attempting to resolve its
own uncertainties, it has’ furthered considerably-the. knowledge
of'a dimly known reglon of American life, The Commission
h0pes further that it has. set in: motion a process. of. further
examination of this region, which, the Commission believes;
has too long been taken for granted and must now. be attended

~ to, and perhaps \ngorously reinforced, if it is to continue to

' -play the major role in Amencan llfe that it ha.s thruughout the

nation’s :history. )

It 18- with -this conﬁdenee, and this hope, that this Commts-

~ sion offers for consideration this report on its ﬁndmgs and its
' recommendations. . Soon to be published ‘separately is a-com- -

pendmm of all reports.and studles undertaken for the Cornmts-

sion; -

-We are deeply grateful to more than. 700 orgamza.tlons and o

.individuals for their generous-and. mdlspensable support of the -
Gomrmssmn which"has depended on private gmng 10: ﬁnanee



Cits meetmgs, rescarchcs and pubhmtmns. Special’ thanks are.
“due’in’ turn to' Commission member Phxhp M. Klutznick, and

to John J. ‘Schwartz and his colleagues in the American Associ-

ation of Fund- Ramng Counsel for thelr dlllgent fund-ralsmg -

) eﬁ‘orts
John H. Filer, Chairman
Leonard L. Sllverstem, Executlve Dlrector
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INTR@DUCTI@N AND
SUMMARY

Few aspects of Amencan «soc:oty are 1 more charactensucally,
more: famously Amencan ‘than the nation’s arrdy; - of, voluntary ;

; '_orgamzatlons, and the support in both time and money that is

given to. thcm by its citizens. Our. country has been’ dcmsmcly
different in th18§ rega.rd ‘historian . Damel Boorstin observes;
“from the. bcgmmng »"As. the oountry was settled “commum- _
'tles existed before govemments were: there to care for: publlc
needs.” The result, Boorstin says,.was: that “v'olut:ttaryf collabo-
rative activities” ‘were ‘set up to. pmwde basm socnal semces
Govemme;nt followed later. _
“‘The practice of’ attending to community needs outsu:le of '
government - has- profoundly. shapcd -American society and its -

L mstltutlonal framework W’hxle m most Other countries, ma_]ot:. :

ies, museums and soclal welfare agencxes are. statc-nm and .
statc-fundcd in the United States’ many of tho same orgamza-
tions are. pnvately controlled and voluntanly supportod The
* institutional lanclscapc of Amenca s, in fact, teeming thh
nongovemmental .noncommercial orgamzatlons, all the way '

from some of, the' world’s leading educational and cultural:in

stitutions to local garden clubs, from politically powerful na-

tional assoc:auons to block- assoclatmns—-htcrally millions: of -

groups in all,' This vast and varied array is, and. has long been
- widely recognized as, part of the very. fabric of American life,

It reflects a national belief in the- phllosophy of’ plura.hsm a.nd',-

in the profound importance to saciety of individual initiative,
. Underpinning the virtual ommprescnce of voluntary orgam-

" zations, and a form of individual initiative in.-its own- nght is. .
~the pracnce—-m the case of many Amencans, the  deeply ‘in-_
grained hablt-of plnlanthropy, of private giving, ‘which pro-
 vides the. msoume base for voluntary. orgamzatlons Betwecn.
money, gifts and the conmbutnons of time. and labor in“the -

o :



form of volunteer work, giving is valued at _more than $50 -
bllhon a year, a.cmrdmg to Commission estimates.
‘These two interrelated clements, then, are sizable forces in
_ Amencan society; ! far- larger than“in any other country. And
they have contributed immeasurably to this country’s: social
and’ scientific progress. On ‘the ledger of recent contributions
are such’ dlverse. advances as the creation of nonoommcrcnal
“publlc”(= television, the’ devclopmcnt of environmental, ‘con-
sumerist ‘and- demographlc consciousness, commumty-onented
museitm programs, the protecting of land and landmarks from
- the often heedless rush’ of “progress.” The list'is endless’ and
still growmg, both the number and deeds of voluntary orgam
_ zatmns arc increasing. “Americans are fome fomung associ-
 ations,” wrote de Tocqucwlle ‘They still ‘a.rc tens ‘of thousands
of envnronmcntal orgamzanons have sprung-up:in the last few
'years ‘alone. anate giving is growing, too, at: least m currcnt'
'dollar amounts "I“

Changes and Challenges

Yet, wlule the value of phllanthropy and voluntar); orgam-
zations, * the:r past and present achicvements, is hardly ques-
- tioned by Amencans, and while by international comparisons

these two. expressions of the mluntary spirit are of unmatched
dlmensmns a. major overall’ eonclusion of th1s Commission’
" must be that there are profound, and in some arcas’ troublmg,
shifts happening in the interrelated realms of voluntary organi-
zation and phllanthmpy, changcs that reflect, as these quintes-
sential clements in' American society must, broader: chiurnings
in the society as a whole. These chariges present both practical
and. ph:losophxcal challenges to estabhshed pattcms of volun-
tary activity and philanthropy.
" The practlml challenges are suggested by the stark fact that-
while many new organizations are being boin i m the voluntar)r '
© séctor, since '1969 nearly 130 private colleges—mprcsentmg one
of the oldest and largest areas of voluntary activity throughout
American h:story—havc closed down. Among the philosophical -
cha.llcngt:s are those facing the main govcmmental encourage-
ment of private gwmg—the ‘charitable deduction in the’ fodcral
income tax-—whlch is being questioned on grounds of ‘equity.’-
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FINDINGS

Thc Commlssmn S ﬁndmgs—about both thc endurmg wrtucs
of nonprofit acuv:ty and philanthropic giving and -about cur-
rent challenges 1o established patterns w1thm these areas—can
be summanzed in four broad. observanons .

1 fﬂw w!:mtag: sector is a. Im;ge and- vital part qf Ammcan
sociely, more important today than ever. But the sector ¥s undergo-
ing economic strains that preda!e and. are gmerai{y more. severe
tfum the troubk: of the ecoriomy as a whole. -

Acoordmg 10 recent extrapolauons, there may be as many as
six* million: orgamzatlons in. American’s voluntary sector (also
referred to in‘this report as the third sector—third after govern-
ment and business—and as the private nonprofit sector, or sim-
ply. nonproﬁt sector for short) One out of every ten service
workers in the United States is employed by a nonprofit orga-
nization, one out of every six professional workers. One ninth
of all property is owned by voluntary organizations.

“The last estimate encompasses-groups such as labor unions
and chambers of commerce; which serve primarily the econom-

.icinterests of their members. The somewhat smaller part of the
voluntary sector that has been the focus of the Commission’s
attention is defined for most Commission purposes- by Section
501(c)(3) of the Internal Revenue Code, which covers orgamza—
tions that are both tax exempt-and cligible to: receive tax-
deductible gifts. The code specifically designates charitable, re-
ligious, scientific, htcrary and educational orgamzatlons S

The Commission estimates that revenues in these areas, in-
cluding both government and private funds, add up to around

- $80 billion a yéar. This amount does not include non-money
resources, such as volunteer work and free corporate services.
When these are added in, it is estimated that the voluntary
sector accounts for over $109 billion in money and other re-
sources annually

These are impressive ﬁgmu, but the s:gmﬁcanoe of the third
sector in today’s society is found ultnnatcly in less quant:ﬁable

" dimensions. _ :

I



Recent tremors in the nation’s govemanoe have strengthened
the deeply rooted American’ conviction that no single institu-
tional stnicture should exercise ‘2 monopoly, on filling’ public
needs, that rellance ‘on government alone to fill:such needs not
only ‘saps ‘the spirit of individual initiative ‘but risks; making
human. values subservient. toanstltutlonal ones, mdwldua] and:
commumty purposes subordinate to bureaucratic conveniences.
or ‘authoritarian dictates. Thus,. the third sector’s role: as’ an
addmon to government and, in many areas, an- alternatlve and -
even .counterbalance ‘to government, has possnbly neven been
_more lmportant the basic rationale of the third, sector in the
philosophy of pluralism has possibly never becn more perti-
nent. Also, in a society. increasingly. dominated by giant and
1mpersona! institutions of business and government woluntary -
organizations, generally less giant and more personal;; prowde :
~arenas within which the individual can exercise personal initia-
tlve and mﬂuence on the course of events around hlm or, her.

_ Economzc Strams

The vntal mle of the voluntary sector in today s socaety must
be wewod however, agamst a background of mountmg finan-
cial ‘and economic ‘strains that threaten . the sectors abxhty to
'adequately perform this role:

“The recent economy-wide pressures of mﬂatlon and recession
..have intensified strains that have been felt by the voluntary
' sector for ‘a number of years Even in the late 1960’3, when the
economy was boommg, .one major. survey of the phllanthroplc
landscape found matters bad and gettmg worse. “Without im-
- portant new sources of funds amountmg to .many. billions. of
dollars,” the report concluded, “our socxety will feel the full
force of what can be called the charitable crisis of the 1970%.”.

‘Acute crisis ‘describes the state of many, parts of- the' non-
profit sector, today. The existence of whole areas wlthm the
‘sector imay be threatened. .

One Commission study. asserts that it is not “ldle speculat:on
to talk of the dlsappearanoe of the liberal arts college.” An-

other stud}" says that “in the long run, if the economic. trends -

“continue, the vast ma_]omy of nonpublnc schools seem. doomed

12



the exceptzons bemg schoo]s enjoymg the suppon of the wcll-
1o0-do or. heavy subsidies from a few: remaining religious groups
~ with conservative theologies. or strong ethnic emphasis.” Social
© service. orgamzatlons have been slashing their budgets and ne-_
ducmg thelrr staffs.in order to stay afloat. In a: -number of, cases,

they- have gone out of business: entmely ‘And. nonproﬁt -arts

organizations, in; many,cases, are: survwmg only through large o

infusions of; govemmem funds. - ... o BT
.- The. problems arise on: both the mcome and cxpense sndes of -
the ledger. .. ES S
' Extraordmaw increases in costs, many of them beyond the
: contml of . nonproﬁt causes, are a ma_}or factor. Costs for. many, -
' nonproﬁt organizations have been going: up “far more Tapidly
than in the, ‘economy-as 2 whole for.a ‘number of years. Since’
1960, medical. care: prices have risen half. again as. fast, as;con:
sumer prices in general. Higher; education costs rose. about 76
~ per_cent between :1963-64 and :1973-74, as. compared wlth 49'_ .
- per. cent:for the economy-wldc oost-of«hvmg index,, = : - :
The. prevalhng financial  pattern’ of the nonproﬁt sector has-'
become one. not only of uncommonly higher costs, but of more
resources required for old problems and new solutions, and of
" more  users. ncedmg ‘greater.: aggregatc “subsidies for - the . non-
proﬁt services that: they consume. In addmon, new and less
- traditional; .groups, such- as. those oriented - toward urban and
racial problems, ‘environmental and’ consumer organizations;
~and other politically and. legally, activist. groups, have -been -
addmg their. claim for: pleoes of the phllanthmplc pie. And the
pie has not'been growing in terms of thc real purchasmg power g
of pnvate contnbutmns . :

2. Gwmg' in Ammca a’nvo!ves an immense amount of | time and

- money, is the fundamental underpinning of the voluntdry sector,.
_ encompasses @ wide &wsagr of relationships. betwem donor, dona-
_ tzons m:d dom'e, ami is not. keépmg pace S S

Most g:vmg—79 per cent in 1974—-comcs from llvmg mdmd—

- uals and the main focus. of the Comm;sswn s rescarch has been

on. such giving, The’ ‘Commission’s: largest single research effort
© 'was a Commlssmn-sponsorcd samp‘lc survey of 2 917 taxpaycm 3
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~ conducted jointly by the University of. Mzchlgans Survcy Re-
‘gearch Center and by the U.S. Census ‘Bureau. Extensive ¢ ques-
. tioning of: mpondcms was conducted in 1974; covenng giving
- for the: prcvlous year. In’ 1973, accordmg to pm_]ectlons ‘based
_.on: the: rcspondcnts’ ‘answers, mdmduals mays have gwen as
:much ‘as: $26 billion..
- ::In'addition, nearly.six billion womanhours and ma.nhours of.
volunteer work were contributedsito nonprofit organizations in
1973, the- sumyimdlcates, and the total ‘value placed on: this
contributed labor is another $26 billion. (Bequests accounted
for, $2.07 billiontin 1974, foundations: for $2.11 blllmn and
corporauons for $1.25 bllhon in direct dollar gwmg)
Estlmatmg the sources of: gving by individuals is stlll more
art:than: sclencc, ‘but even by conservative reckonings, $50 bil-
lion:a ycar is.the very large round-number total of the value of
contributed time and mcmey in the mid<1970’s. A dispropor-_
tionate- amount - .of giving' comes ‘from contributors. with the
highest-inicome, at‘least 13 per cent of individual giving from
this 1 per cent.of 'the population. Yet at the: same ‘time ‘the
bulk: of giving, more than half, comes from houscholds thh
incomes” below’ $20,000. - '
~ 'Other: Commmslon ﬁndlngs college graduates gzve six tlmes
~ as’much on:the averagc as do those with only- l'ugh school
éducations, Small téwn residents give more than’ city, dwellers.
The married glve more than the single, the old more than the
young. The:giving of time was also. found to correlate closely
with the giving of money; the contnbutor of .one is hkcly to be
- at contnbutor of the othcr = .

_ Whm tke G‘wmg Gm'

Where does the giving gn? The largcst smgle mclplent area 1s_=
rehglon Studies by the:Interfaith-Research Committee of the
_ Commission indicate that' religious giving may be larger than
generally estimated, and at the same time the committee found:

that a sizable: share of: relxglous giving—one out of five dollars—
" is-ultimately given in:turn by religious organizations to other,
non-sacramental categones of i recipient. The estimated break.
down of giving in terms of iltimate recipient, in 1973, 'was: -
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religion, $10.28 bllhon, education, $4.41 biilion; health,. 33 89 .
billion; social ‘welfare, $2.07 billion; arts, humanities, civic and‘
public causes, $1.67: bllhon, and all other, $3.19.billion. . .

- When incomes of givers and kinds of recipients are. 1ooked at
_togcther, a pronounoed pattern is evident. Lower-income: con-
tributors give even: more - predormnantly to: rehgwn .than do
Americans as'a whole; hlgher incomes - nge mamly, to; educa- '
tion, hospitals and- cultural mstltuuons

Not Keepmg Pace

While ph:lamhropy plays a !‘ar larger role in. the o, S ‘than
in any other country, a disturbing finding is that the purchas-
ing power of giving.did not keep pace with the growth of the
economy through the expanswe years of the 1960’s and early
1970’s anid that in recent years it has.fallen off" absolutely when
_ dlscounted for inflation. - :

. The ‘American: Assocmuon of Fund-Ralsmg Counsel est:-
mates that gwmg has- dropped from 1.98 per. cent of: the gross
‘national product in 1969 to 1.80.per cent in 1974. A: Commis-
sion-sponsored study - by - economist; Ralph. ‘Nelson .concludes
that, as a proportion of pcrsonal;mcome, giving by individuals
dropped by ahout: 15 per - cent:. between 1960 and. 1972.' The
relative sluggishness. of giving has been even more- pronounced
when. locked at alongsnde “the growth of government spending,
In 1960, private giving amounted to one ninth of, expcndlturcs
by all levels of government (not counting defense: spending); in
1974, giving added ‘up to less than one fourteenth-of . govern-
‘ment spending. The: Commission’s studies: indicate, s:gmﬁcant-
ly, that it is in the:$10,000 to, $25,000 range that giving has
fallen off -the-most in recent years.

. The- dropoff in; giving "is: by ‘no- means umform lemg 1o -
religion has declined most of all, falling { from. 49 to 43 per cent
of all giving between 1964 and 1974, parallclmg a drop in
church attendance and.in parochza! school enmllments -Mean-
~ time, giving to civic and cultural causes has actually. risen. And
wvalunteer work has gone up markcd]y according to gavcrnmcnt E

- surveys. condicted .in 1965 and in 1974, The successiof some

causes in regularly raising large sums suggests that the:spirit of
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- giving. méjt not be. fad1hg 50 much'as shifting iis focus, even if
“the: level of glvmg, of. moncy at least clearly has. declmed bys- o
- Ylthza}_)gevery bammetcr . 4y

_7":3 .Decreanng Iwek qunuatt gwmg mcreasmg co.rts qgmm-v '

; proﬁt activity ‘and broadening expectations {or haal’th, ‘edutation
welfare services as basic entitlements of aﬁzqwhxp have led to

the igovernment’s becoming a principal promder Q};progrmm and -
‘revenues in many areas once dominated by, private: philanthropy.

And govemmmt’s growing role in these areas Joses ﬁmdammtai .
questions about. the autonomy and basic ﬁmckomng qf prwate

nonprqﬁtmgmuzat:ommdmmmtmm

_ As a‘ d:rect supporter of nonpmﬁt orgamzanons and acuv:-

_ tlez gbvcmment today contributes : almost -as. much. as:‘all -
sources’ Loffprivate phﬂanthmpy combined. In 1974, Commis-
sion stiidies indicate, government contributed about 323 billion
to uonpmﬁt organizations,” compared to $25. billion: from pri- -

- vate giving, In:addition,’ government has absorbed many.phil-
anthroplc functions: or services,. either through'the spread.of

“public: institutions and agencies that are. counterpaxts.of .pri=

~‘vate orgamzatmns or through social programs that nendcr phﬂ- '
anthroplc services ‘and functions obsolete’ or: redundant. . -

- The: growing' role of govemment in what. have ‘been: consu:l-_
ered philanthropic activities:'is  evident: at: -every: turn in/ the

. nonpmﬁt sector.:In medical and.health. spending; for, example, -
-the, federal; government was; spendmg only 15 per cent more
than” private’ phllanthmpy in.'1930.-In" 1973, it' was spending

nearly:seven times: as ‘much. In 1960-about two.thirds of all .

* institutions' of higher learning  were ‘private;- today’the propor-

“tion' is closer to one half. In' 1950 more than one half of all
hlgher-educatlon students: were ‘enrolled: i in pnvate 1nst1tutlons, '

‘today the ratio ‘is around one quarter. . _

*‘The -most massive change has -occurred- in: relatmn to the"

. ‘poor,-the unemployed, the. aged, the infirm—largely because of
Sacial Security legislation-enacted in the:1930%: The i impactof
this legislation can be seen in the fact that in’ 1974 more than

90 billion was dispensed inold-age, survivors, disability and

' “health- msuranoe, and various forms of welfare assistance.. Pri-
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-vate- philanthmpy, by companson dlstnbuted around 32 3 bxl- _'

. ____hon in the whole; “social welfare? category..

Along with- thls change THas:come an ever, mcrcasmg mvolver E

:ment of. govc_mment in the ﬂnanoes of nonproﬁt orgamzatlons._'.

_. themselves_q’l"hc nonproﬁt sector, has, in fact,” become an:in- -
_creasingly” mlxed ‘realm-—part. ‘private, part. public—in;much the
_same sense that  the  profit-making -sector. has;: and this ‘trend

_ 'poses a.major dllcmma Onthe one hand,. goverriment. money -
s needed. and may even bea matter of life of;death for’ 'many,

- organizations as the amount of their. private-funding’has ad- -
vanced slowly or_even: ‘declined. On the othér. hand: governt
ment money comes wlth strings attached, however invisible:or -
unintentional they rnay be..The more.an orgamzatlon depends -
on. govemment ‘money. for suwlval the less. “pnvatc x -and
‘the less immune to pohuoal processes and priorities. ., |
. Various methods have evolved in' recent years t0. “buffer’ '

._govemmcne funds from political purse-string mﬂuenoe But, as
many studies made for the' Commission’ suggest, perhaps the.
- most effective, and most possible, safeguard of -autonomy is to
~have- more. than one. purse to draw from, The presencc of a

- ﬁrm corc ‘of - pnvate support, however smal), in a private. orga- :

nization that gets. major, public ﬁmdmg can be of crucial im-
- portance in. cletermmmg whether; ithe managers of: the. orgamza-'
. tions regard themselves, and bchaw:, mdependent operators
_ __or as civil servants.
‘In stressing ‘the 1mportance of] pnvate gwmg, however, the
: 'Commlssmn recognizes that giving itself is influenced by gov~
" ‘ernment. through the tax system. and: that some of the most
“debated issues concerning relations of government and the vol- -
‘untary sector. revolve around how the tax systcrn is: structured
- and. how it affects: donors and donees - '

4 Our socxeg; ﬁas Iong ermmmged “chantable” nonprqﬁt activ- -

- ity by excluding 1t.ﬁom certain tax. obhgatwm. -But the, principal
tax mcoamgemmt éfg:mng; to uonpro jons—the. charis

table d’ed'uctwn in personaf income. tax s-beens both c}lallmged :

‘some guariers in . recmtyaars ongromuis q@eqmgy and’_
Mdbymmmquthenmdmﬂdmaon.

o0
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The chanta.blc deductlon has been part of the tax law since
1917, four .years after thc income tax itself became aibasm
' ﬁxture of American life. It was instituted to sustain the levcl of

. giving in' the face of ncw steep tax rates and becausé it, was

* held 'thait’ personal” income that went ‘to charitable purposes
should not be’ taxed because it did not enrich the’ giver.-These

remain’ the 'two principal rationales of the charitable deduc-
tion; under: which ‘a contributor can subtract the amount ‘of
ycar!y giving’ Trom mcome ‘upon/ whlch income taxes are coms-
puted: Inircccnt years, however, partly as a result ol‘ a growmg'
tendency>to look at tax immunitiés ‘as forms of gcrvemment
subsidy, “the ‘charitable 'deduction has been’ criticizéd,” along
with other personal income tax deductmns, as’ meqmtab!e This’
is’' because, under the: progressive income tax, the higher' the
deductor’s ‘tax bracket, ithe ' greater ‘the ‘tax savings he or she
receives. from taking a dcductmn Thus, high' tax bracket con-
tributors “have a sxgmﬁcantly “greater. incentive to gwe ‘ihan'
‘those at’ the other end of the income scale. = -

" At the ‘same ‘time that the " charitable deductxon is bcmg;_
challcnged philosophically, it is being eroded, in very concnete_ :
terms,’ by liberalizations of the standard deducuon, ikie income
- tax provns:on ‘that allows taxpaycm to deduct a set amount or'a
proportion’ of their’ moome in lieu of taking specific, itemized
deductions. The maxxmum standard' deduction. has’ increased
- greatly. in recent years-ifrom $1,000 for a couple in 1970 to
. $2,600'in 1975. This has‘so diminished the advantage of taking
“itemized deductions that as of '1975’s returns less than one.
-third of all taxpayers are expected to be takmg the chantable
deductlon.

RECOMMENDATIONS

~ Such are thc main dlmensmns, trends and issues that the -
Commission’s extensive research has tincovered or illuminated.
These findings provide {he background forthe Comimission’s :
recommendations, among the major ones of which are those'
below. They fall into three categories: proposals ‘involving taxes:

'and giving; those that aﬂ'ect the “philanthropic proccss," the - '
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interaction between donom, donees: and thc pubhc, and a pro-
posal for a pcrmanent comuusmon on- thc nonproﬁt soctor

L I.TAXESAND GIVING - |
The Gomtmssmn exammcd the e:ustlng governmental in-
ducement ‘to 'giving and considered several proposed alterna-
tives, including tax credits for giving. and: matchmg grant 8ys-
tems. In doing so, it kept these six objectives in mind: " .-

~To increase the riumber of people who contribute s:gmﬁ- o

cantly to and participate in nonprofit actmtm
* ~To increase the amount: of; giving. it

—To increase the mducements to gmng by those in !ow- and
middle-income- brackets. o -

. =To. preserve pnvate chonceﬁ in gwmg S _
- . =To minimize income losses of nonpmﬁt orgamzatlons that
_dcpcnd on the cutrent pattern of gwmg ..

—To be as “efficient” as possible. In other words, any stim-
~ lus to giving should not. cost mgmﬁcantly more in_foregone
government revenue than the amoum of gwmg actually stlmu-
iatcd : : s

Lo A Contmumg the Dedacticn -

In nght of thesc criteria, the" Commnssmn behcves that the
. charitable deduction should be retained and added-onto rather
than n:placcd by,-another- form of governmental, encourage-
ment to giving. The Commission affirms the. basic philosophi-
cal rationale of the deduction, that’ gwmg should not be taxed
- because, unlike other uses of i income; it- does not, enrich the
- disburser. Also, the deduction is a proven mechanism familiar
to-donor. and donet, easy to.administrate and less likely than
credits or matclung grants to run afoul of constitutional prohi-
bitions as far, as donatmna to religious orgamzatlons are: con-

The dcductxon has been shown, ﬁmhemmre, to be a h:ghly.
“efficient”. inducement. Computcnzcd econometric analyses
based on -available tax and ‘income data were made for the
Commission ‘and they indicate that for every dollar of taxes
unoollectcd ‘because of the charitable deduction, more than one
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.dollar in gwmg is snmulated The: Commmon s samp!e surve}r
of taxpayers also mdlcates that itemizers. who take the charitas’
~.~ble deduction gme substdntlally morer at every mcome level

than nonitemizers.. -5

The deduction' is seén as mvmng the lcast amount of govem--‘_ o

ment - mvolvement in“influencing. the direction: of § gzvmg And, -
finally, eliminating: the- deduction or: rcplacmg it with a} tax -
credit;or. -matching gra.nt system would significantly; shift giving"
‘away“from several current recipient areas at a: tlmelwhcn theec )
dreas are alxeady undcrgomg severe economlc strams '

B. Extendmg and Amphfymg the Dcductlon

Thc Commission recogmzes ‘that'the chantable deductwn is. -
used by fewer and fewer taxpaycrs—now fewer than one third—

- because of-the, liberalized standard’ ‘deduction. So, to broaden

the reach ‘of the charitable dcducuon and to mcrease glvmg,

~ the Comrmssmn recommcnds

~ That aI! taxpayers who'take tfw standard deducl'wu akould afao"

| _6epemuttcd£odeductchmtabfe conmbuhomasmadtﬁuml, .

ttemized deduction.

- ‘This extension of the deduct:on would, it is calculatcd, pro-
vide an mducemem to give to nearly 60 million nonitemizers,
“and would - thercby result in incrégzed giving, accordlng to
'.coonomctnc projectlons, of $1 9 billion in- 1976 dollars.: '
Tlus amount is st111 zelat:vely modest in tcrms of thc amount

......

increase in . gmng, in ‘current *dollars, of around $8 bllllon _
“would be required. Mopeover, whnle extending/the deduction to -
nonitemizers: would pro\nde many millions of taxpayers with
some inducernent to give; the inducement would still be tied to
the progressive rate striicture of the income tax and would be

. markedly lower at low- and middle-income levels than it is at -
. upper levels! "I'hcrcfore, the Commission- recommends as-an

tors:

I?uxt fam:kes wzt& mmmes Im’ow $15 000 « _ymr be a!lowed’ to'
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deducftmeeﬂwmomuqfthargimng andtixosewcth incomes .
_ beMmSI.ZOOOand&?0,0MbeaHowedto ded‘uct I.‘)'Opwcmtof
_mhatﬂwyconmbute v

-The. “double - deduction” and the 150 per cent deductwn

. would have the. effect of doublmg the proportion of tax savmg&_.' :

for chantable gmng for low-moome fzumhes and increasing: the
thus. appremaHy ‘narrow. the range.in savings. between ‘these
- brackets and. hlﬁh-mcome taxpayers. The. amount: “of g‘mng_
induced and the efficiency. of mducmg it mlght moreover, be:-.
1mpresslve Accordmg to_econometric ‘projections, $9.8 billion
. more-in; ;giving: would - he. stlmulated at a cost. of o:ul'_,r $7 4
. bllllon in. tax revenue. Tost, ' S -

C Incrcasmg Corporate lemg

Corporate gmng is still a relanveiy new : element in Americ
can phllantln'opy, the corporate charitable:dediction itself has
been in effect only, for forty years. And there are those on both
the left and right who question whether con:poratlons should be -
mvo!ved in: phllanthropy at_alli: While. Tecognizing that such
' gwmg can only.be a minor. element in the corporation’s role in -
~ society, the- Commnss:on also notes: that only, 20 per cent of
corporate -taxpayers in 1970 reported any; charitable contriby-.
~ tions.and only 6 per cent made. contributions of over $500. The
record of corporate. giving is an unimpressive and madcquate
one, the Counmsslon bel:eves Therefore, the Commlsslon Tec-

: -omrnends L . S -

ﬁatcorporakmntasammmmngmlmbermchednolmr :
.ﬂumISSO thegmngtoclmntabkpmposeeoﬁ2pﬂcmtofpm-
: _taxmtmmme,mdﬂmtﬁtrﬂwr:mdw:qumstoshmufate

mporategwmgbepurmed '_-' o )

_' Il IMPR(E)VING THE PHILANTI-IROPIG PRGGESS

_ The socml beneﬁt that fows from glvmg and nonproﬁt Ao
tmty results from a process of interaction—between donors and

_-'donws and between both and the socwty at larget In order to
3ﬁ.metlon properly—and t0. reassure 2. pubhc grown skeptlcal of -



its mst:ttmons--t}us “phﬂanthroplc proocss” rcquxres consider-
able openness' between donors and donees and the public; it
requires. cpen minds as well as open doors. The tax-cxempt :
~ status’ of nonprofit’ orgamzatmns, moreover; ‘entails an’ obliga-
tion to openness; an: accountablhty to the publ.lc for actxons
and éxpenditures. < - ° v b '

Yet the Commission’s reseanch mcludlng meetlngs with ancl
reports from’ repmscntatwes of donee organizations, indicates
- that ‘the’process ié operating imperfectly at best. So a number
of récommendations were ‘decided! upon with: the aim of im-
provmg ‘the phllanthropnc process, the followmg are among the
major:ones, ‘They fall into four categories: aocountabﬂzty, ac-
ccssnbihty, personal or mstltutlonal sclf bcncﬁtmg, ‘and” mﬂu-
cncmg lcgmlatmn . .

A Acoountabllzty

Dcmands for acoountablhty that have been hcard ln the
. business and govcrnmcnt worlds of late | are alsa. bemg sounded

in the voluntary’sector, rcﬁectmg the haphazard proccdurcs for -

‘accountability: that exist in the sector, the’ mcreasmg use ‘of
publlc funds by nonprofit organwatmns, and the' perceptlon by,
some that' private nonprofit ‘organizations are too private, The
Commission ‘agrees that,- with- notable individual exceptions;
the -overall level of accountabdlty in the voluntary sector- 1s
'madequate and the Commlsslon|thercf‘ore rccommends

That all Iwr tax-exempt chcmtable orgmmhom exupt '
chitrches and. church affiliates be required to prepare and make
'rmdi{y m:lable dcta:kd ammal repom on thm' ﬁnances, pro-_
gmm aﬂdﬁﬂmhw. .j v | C

- Annual’ mportmg requ:rcments that now apply to: pnvate
foundatmns would, in effect, be extended to tax-exempt ‘orga-
nizations wnh annua! budgets of more than $100,000—includ-
-ing corporate giving programs but excluding religious: orgam—
zations. These reports would have to be filed with appropriate
state and: federal _agencies and. ‘be made readxly available to
_mtercstcd parties upon request, Umform accountmg measures
for comparable - types’ of nonproﬁt orgamzauans are  recom-
mended, aud an accounting mot!cI is provided in the compen-'
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dium .of Comtmssmn research whlch is publlshed scparately

T?lat Im'ger grdn!-makmg ovgamzutzm be reqmmd’ to hoid dne
fma! public meetmgs to m tkezr progmm:, pnmf’zes mxd_'

. coutnbuhom

" 'This peqmrcment would: apply mam!y to: foundatlons, corpo-
rations ‘and ‘federated” fund-raising . groups such as.:United
V\gays, those -with: contribution. budgets of $100,000 or more.
Like the above requlrement it-would not appﬂy to churchcs or .

churchafﬁhates = L CEo L

B Accesmblhty

Greater accesslblhty by. potential donees to donor mst:tutmns
" has frequently been espoused as-a goal in the nonprofit sector,
yet the evidence suggests that it has been a goal honored more
in preachments than in practical pursuit. The Commission' be-
lieves that greater accessibility can” only enrich ‘the philan-
thropic process, and. it is concerned that because of insufficient
accessibility, the process ‘may not be fluid cnough to respond to
‘new needs. So, with the aim’ of encouraging and facilitating
wider access to_and greater venturesomeness by msntutlonal
phllamhmpy, the Commlssmn rccommcnds ' :

, ‘That kgal responubakgr Jor proper aﬁmdmw o_gfoundaﬁon
' gmn&c, now mposcd on bothtﬁmndafzm and recipients, be elimi-
nated and that recipient organizations be made. pnman{y rcspmm

~ blle for their oun expenditures.

The 1969 Tax Reform Act placcs on foundatzons and theu'
officers “expenditure rcspons;blhty” for, any. grant. that a foun-
dation makes. This: provision serves as & restraint on: the open- -
ness and venturesomeness of foundations, It also puts founda-
tions in a policing and surveillance role and thus undermines
the autonomy of grantees. The provision creates both an ‘un-
necessary: and undesirable duphcatmn of xesponublhty, ancl
should be repealed

That m-exempr. nrgmuzaxzons, pm*t:cu!ar{p _ﬁmdmg mgamza- _

- tions, recognize an obligation to be responsive fo changing view-
: pmntsmdmergmgmcdsmdtkatthgr take steps suck as 'broad-

mmg their boards end staffs to ims'm'e that they are respomwe.

- [
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Al exempt organizations, especnally those that serve to chan _
nel funds to other nonpmﬁt groups, have a public obligation to
be’aware of and’ ‘responsive to new attitudes and needs of: all
' segments of society, and each organization should perlodlcally
- broaden itsiboard and staff if need be 3o that a wide range of -
vxewpomts is reﬂected in. the orgamzatlon s governanoc and
management ro

 The Gommlssmn rejects the notion that all voluntary orgam-.
zations should be “representatlve” but observes that -as more
govemment funds flow into or through voluntary’ organizations
they may have to consider mvntmg “publlc” members on their
boards as‘an element of public-access and control.

~ In: addition to’ broadening existing. organizations the. Com-
* mission urges. the. establishment. of new funding organizations
-and structural changes to broaden the spectrum of institutional

phllanthropy in general. An example is the “Peoples Trust”
plan currently being explored in ‘Atlanta; it would raise money
in modest : monthly pledges for: projects close tothe donors
homes Lo P

C Pcrsonal or. Instltutlonal Self' Beneﬁtmg

Whlle tax-exempt chantable orgamzatlons are not allowed
to make profits, situations. have ‘been uncovered in which per-
sonal money-makmg appeared to be the main purpose of the
" organization or of certain transactions: made by the ‘organiza-

tion.. Most ‘notorious, perhaps, have ‘been discoveries of in-’
stances where fund-raising and administrative costs have: ‘used
"as muchas four out of every five dollars-raised. ‘The 1969 tax
reform law placed stringent restrictions. on self-benefiting by
- foundation: :personniel. The Commission believes that other tax-
exempt organizations may be as open to such. abuses, however,

and: it .therefore favors extending the 1969 restriction .to all
exempt orga.mzatlons ~with appropriate modifications, Other
remedies and restrazints are considered desirable as well to in-
sure public confidence that charitable nonprofit organizations

do:indeed serve only charltable nouproﬁt causes. Thc Commls-

's:on recornrnends . -

That all tax-exempr orgmuzataom be requw'edJ to mmutam
arms-lmglh” business relationships with prqﬁt-makmg orgamza-
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tions or. ammms n wluch tmy pnncspal qutht cxmlpt orgamza _
twn laas aﬁmmaaf mterest. \
| |

Tﬁat a .gystem edeml regulahon be! wfablzsﬁed Werstate' |
- charitable’ solicitations “and that mtrastate :ahatatwm be mare '
; qﬂ‘ectwe{v regu!ated lgy state govermnmts n

The Commlssmn heheves t t the vast ma_]onty of charltable
solicitations are consc:entzously and econom;cally ‘undertaken.
Nonetheless; cases of- unduly ‘castly. or ‘needlessifund raxsmg .
point to the absence of any foaused mechanism for overseeing -
such actwnty and, if need be} applying sanctions.;State regula-
~ tion-is weak and: should. bcistrengthened but. becauset many
sohcltatxons are spread over.a number of statm at oncc, fedcra!'
_ -rcgulauon is needed. . b
+ The Commlssxon recommends fuller dlsclosute rcqum:mcnts_
_ on solicitation .costs- -and proposes that a special federal office

. be established to.oversee solicitations and to take legal actions
agamst 1mproper, mlsleadzng ar echslvely costly fund ralsmgs

X Inﬁucnlcmg Icg;slatzon . ol |

Smce 1934 organuatlons that are eligible 0 rccewe tax-
‘deductible g:t‘ts have been prohibited from dcvonng a “sub-
stantial part” of their activities to “anemptmg 1o mﬂuenoe -
' Ieslslatmn o | .
. Yet; since 1962, any busi orgamzamm has bccn able to
dcduct costs of mﬁuencmg legislation that affects the: d:rect
interest of the business. The anu-lobbymg restriction. operates .
unevcnly ‘among chantable] groups. ‘themselves because ‘of, the
vaguencss that surrounds the term, “substantial part.” Large
- organizations can lobby. amﬂ)ly, smaller ones risk trcadmg over -
~ some.ill-defined fine. Furthermore; constitutional questions are
* raised by what can be wcwed as an mfnngement on. free
speech and on the right to petition government,

- The Commission feels that ‘the ‘restriction inhibits a° ]a.rge
- and growing ‘role of the voluntary sector. As government has.
expanded in relation to the nonprofit sector, the: influencing of.
government has ‘tended to become an ever more ‘important
- function of nonproﬁt orgamz.auons For. many “pubhc mtemst” :
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and “social action” groups, itisa pnncxpa! means of furthenng
their causes. Therefore, the Commlssron recommends

. That nonpro orgmuzatmm, othar than pmrate oundahons, be
allowed the sarle frecdom to attempt toinfluence legislation as are
 business corporations andtmdeassocaanoﬁs rhattowardthzs end
Congressiremove the current limitation on’ ‘such’activity b_y chantu-
ble groups ¢hgzbl¢?to receive ’tax-deduchbk g:ﬁs

.;s¢ 1 m A= PERMANENT COMMISSION

The Gommlssmn S - studlcs havc, it - feels, slgmﬁcantly ad-
vanced the state of knowledge-about 'America’s third sector -
and its-philanthropic underpinnings. Yet'such is the i immensity
and d:vers:ty of 'this area of] | American life and such -has been
. the scarcity of information that has faced:the Gommlssnon tha.t

it inevitably: has had to leave depths unfathomed. - '

-~ 1A new organization of recognized national stature: ancl au-

thm'lt.},r is needed, the Commlssmn believes, to further chart | .

and study, and ultimately to strcngthcn the nonproﬁt sector
and the practice of private| giving for public_purposes. In a
time whcn the sector is subject to both economic: strains and
political and phllosophlcal questioning, * when profound _
- changes are taking place in its role and relationship to govcm— '
ment, and when phﬂamhmpy has failed to keep pace with
soc:ety, in economic and ﬁnanc1a1 terms at least, the Cominis-
sion believes that such an ent:ty is necessary for the growth,
perhaps even the survival, of the sector as an effective mstru-
ment of mdmdual initiative and social progress.

" This Commlssmn. in tcrminatmg its own work puts forward
: as one of its major rccommendatmns '

- That & permanent natzona% commission on the mproﬁt sector :
be established by Congress :

Several major tasks of, any new. orgamzatxon already awalt it
Among: these is examining ph:lanthropxc priorities in light of
{kmenca s.changing social perceptions, of government’s grow-
ing role in traditional ph_llamhroplc areas, and of the inevita-
bly limited resources of pnvatc giving, Also, cxammmg and
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advancmg means of - msulatmg voluntary orgamzauons from
the: political and bureaucmtlo pressures that tend to accompa-
ny: ‘public funds. -
: Among other purposes and rolcs of the commission would be
continuous. collection of: data;on the sources and uses of.the
- resources of the nonproﬁt sector; exploring and proposing ways
of strengthemng private giving:and nonproﬁt activity; provid-
ing a forum for publlc discussion of issues affecting, and-for
commentary concerning, the nonprofit sector; studying the ex-
' isting relationships between government and the nonproﬁt.sec
tor and acting as an ombudsman in protecting the- mte.rests of .
the sector as affected by government. =

It is proposed that half the commission’s membm‘shlp be

" named by the President, subject to senatorial confirmation, the

other half by the presidential appointees themselves. Funding
for the commission would come half from government, half
from private sourcés. The commission would be ‘established as
a permanent body, subject, of course, to periodic congremonal
review and the commission’s demonstrauon of its ‘benefit to
society.
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PART 1

GIVING AND THE
“TI‘-IIRD SECT.R” |

Fmdmgs of the Comrmssmn __



THE THIRD SECT@R

On the map of American soc:ety, one of the least charted

~ regions i variously known as the voluntary, the private non-
_profit or simply :the’ third sector. Third, that is, after the often
overshadowing worlds of § government and business. While these
twoiother realms have been and continue to be microscopically
examined and. analyzed and while their boiindaries. are for the
most part readily identified by experts and laymen alike; the
third sector—made: up of nongovernmental, ‘nonprofit associ-
ations and ‘organizations—remains something of a terra incog-
nita, barely explorcd in terms of its inner dynamics and moti-
vations, ‘and its social; economic and poht:cal relations to the
rest :of. the ‘world: As on ancient: maps, its boundaries fade off
into extensions of the imagination, and a monster or two may
lurk in the surrounding: seas.

. Yet it is. within this institutional domam that. nearly all
: phllanthropzc__mputwgmr_:g and volunteering—is transformed
into philanthropic” output—goods: and - services for. ultimate
beneficiaries.. So the Commission has attempted -to take the
measure of this area, both quantitatively and qualitatively, and:

- has examined the sector’s rolcs and rationales, past,. prescnt

‘and future.

The sector as a whole is rnost broadly dcﬁncd by what 1t is
not. It is mot government—that is, its component. organizations
do not command the full power and authority of government,
although some may exercise: powerful influences over. their
-~ members and some may even perform certain functions of gov-
ernment. Educational accrediting organizations, for instance,
exercise aspects of -the govemmental power of licensing. For
that matter, political parties can be considered to be'a part of
this sector although their relationship to government.is pervas
sive and in many cases—congressional party caucuses, for in-
stance—inextricable.

. On the other hand, the third sector is not.- busmess Its orga-~
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_.mzanons do not exist 10 make proﬁt and those that cnjoy tax

immunities are specifically. prohibited from doing 50, although_
" near:the boundaries of the sector many. groups do serve pri-
'manly the economic interests of. their. members Chambers. of
commerce, labor inions,. trade associations and the hke hardly
_ pretend to be pnnclpally alm.ust:c

The World of Ph1lanthropy

Insu:lc these negauve boundana isa somcwhat narrower
domam ~within which the ‘world of phllanthropy generally ops
erates, a :domain’ made up_of private groups and institutions
that are :deemed :to serve: the pubhc interest rather than: a
primarily self- bencﬁtmg one, and it is this narrower area that
has been!.the; pnm:lpal focus of the Commission:;This area is -
legally defined: by laws that determine which typesiof organiza-
tions should 'be :immune " from :income taxes.and eligible: to

. receive tax-deductible contributions from individuals and cor-

-poratlons ‘Under the Interna! Revenue Code, twenty ‘categories
- of organizations are:exempt from federal income tax, but most -
of-those: that- are eligible to receive tax-deductible gifts as well

fall in.one category of the code; Section 501(c)(3).- To qualify o

for ‘exemption ‘under this section, whose #301(c)3)™ designa-
~ tion has become for the nonproﬁt world virtually synonymous. -
‘with tax dcducnbrhty, an organization must operate: exclusive--
' Iy for one or more of these broad purposes: charitable, reli--
gious, scientific,: hterary educational. Two narrower aims are
 specified -as' well: testing for. public safety and: prevention of .
- cruelty to children or animals.: The code: further states that no .
“substantial” part of such an orgamzatzons activities may be -
devoted to attempting 1o influence lcglslatmn' and that ‘the '
' orgamzatlon may not partlmpate at all in candldates polmcal '
campaigns.” - :
- But even these: bounclanes, though narrower- than those set
by the nongoverriment, nonproﬁt definition, ‘are - immensely.
broad and’ vague. ‘What is charitable, what educational, what
" religious? In'a time in whxch new and unconventional: rellglous o
sects are helng born, it seems, almost monthly, -which are genu-; '



- ine expresmons of the nehg:ous m'lpulse that are. Iegtxmate]y,_
' protected from both taxes and govemmental scrotmy?' Which are

o B msentlally ‘secular cults, which’ outnght frauds? The Internal

Revenue Serv:ce, for one, wishes it had an. a!l—purpose deﬁnmon__ _
- of religion to work with. When is an activity, educational rather

- than primarily. propagand:stxc (and thus barred from tax-deduct-
ible. gifts rinder. the, current: law)? Considerable: lmgatwn and
admlmstratlve judgement has been' devoted to answcnng such
" questions. Philosophical as well as legal argumerits can'be and are
raised, moreover, as to whether, ‘whole groups of orgamzatxons
wlthm the, tax-exempt categories are truly ‘oriented to the public

. interest—their Jjustification_for. tax- prmlegc—-—-or whether they o

serve pnmanly to further the interests of a sclcct;group -
The Commlsswn has nat attempted'to establish a  definition 1 or
_ pnncxplc by w}uch nonproﬁt, nongovcrnmental orgamzatlons i
- can; be, Judge&% to ‘be: in the public interest and thus a. properi _
concern of and channel for: phl!anthropy Others, have tried to
form such '‘a dcﬁmtlon, but none has unqucstlonably succeeded,
: ‘In&any case, a certain’ ﬂexlblhty is:seen ‘as desirable;; both philo-
. mphncally and Iega.lly, in defining the public interest: One of the
main virtues of the private nonproﬁt sector lies ini _
" and extension’ of; any definition of the public interest; so 1t would_
be countcr-productzve to try to establish boundaries in more than -
ageneral, expandable sense, Slmllarly, although this Commlssmn-
 has operated under the rubric of “public needs,” no attempt has
been made to: catalogue, let, alone establish any priority 3 scale of, -
such needs.* Like the public mtercst, the closely related concept:
of -public needs ' is itself fluid and shifting. A’ constant. and
. transcendent pubhc need by which the voluntary sector, and
ph:lanthropy may perhaps be ultlmate]y judged ishow, eﬁ'ecuvely. .
. they keep abreast of this shifting and how well they anc dccmcd to
meet whatevex: new public: needs are percewed e
- Likewise, no attcmpt has been |made to attach; and certamly'
none has sueceeded in attachmg, .a new, better name to the.
temtory under examination, even though none of the existing
names:is universally admired. Here, and. throughout the report,
the: terms. voluntary sector, pnvate nonproﬁt sector (or snmpl)- '

. *See comment by GRACIELA OLIVAREZ, page-197.
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nonproﬁt sector for shorjt) or thll'd sector are used interchange-

_ ably and in alllcases exoept where otherwise indicated are.
meant to excludc orgamzatmns that pnmarlly scwe the mter.

_ um of thelr own members : " '

Dlmcnsmns of the chluntar}r ’Sector

What are ‘the dxmcnslons of this sector"‘ To the cxtent that
they! have been measured ‘at all, the measurément has usually
bocn only‘ a partlal one that looks at the amount of pnvate
giving: and volunteer actwnty that goes into nonproﬁt organiza-
tions.’ Even ‘on this mcompiete scale, liowever, it is.clear that
the’ nonproﬁt sector. accounts for a very large: amount’ of time
and money. Accordmg to estimates based on survcys made for

- the’ Commission, ‘which' are described more fully in” the next
chapter, at: ieast $25 billion annually is gwcn to'various causes
and orgamzatmns, and ‘an equal amount’ worth!of volunteer

work ‘is devoted ‘to phxlanthroplc activity. " Yet ‘these ﬁgutes '
mqmrc some subtraction, and a- good deal of addition. For one,
a small. but' slgmﬁcant and growing amount of private glvmg
goes' to: public’institutions, mainly state colleges and universi-

ties. On" the other hand, a- sizable’ shate of the fundmg of the
~ nonprofit: sector;. comes from the ‘government niowadays, and

- considerable addmonal funds come from endowment and other
investment’ income and. from operating ‘revenues, mcludmg,
paymcnts to’ nonproﬁt organizatiotis by those who use their

- services—students’ tuitions, medical patiénts’ fees and the like:
Government funding, cndowment income and:service charges
must ‘be added to-the ‘overall ledger of the voluntary sector.
When they are, a rough extrapolation from. available-data indi-
cates the total annual receipts of the private nonproﬁt sector to
be in the range: of $80 billion, or half as much as Americans
spend on food in a year, Herc is' an approximate brcakdown,.
again - based -on’ rough cst:matmns, of what the major areas

_wltlnn the nonprofit sector receive ‘and spend. (Only money

‘inputs are indicated; volunteer work, frce corporate services
and the like are not mcluded) .
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- REVENUES O.F THE VOLUNTARY SECTOR

""',Emmatesofdmonut:qunmtedewmmFmd; e
' RecavedinequﬁtOrganwammm e
: Mcyorﬂmpmztdreas,m?é o

(Tn billions of dollm)

PRIVATE FUNDS - . - FUNDS TOTAL-i-- _
: and
", Philan- Endowinent I
- thropy Income  Total

‘Health $40° $178  $21.8 . $157  $375

Education = 42 75 117 - 16 133
Other(VVelfam, o s : S
Culture,etc) 54 60 114 59 - 173 .
“Total (except -~ - S
“Religion) $13.6 $31.3  $449 ' $232 $68.1
‘Religion =~ _117 08 125 _ — ' 125

Grand Total .. $25.3 $32.1 - $57.4 - $232  $806 ..

Source: Commlss.iononPdvate I
Philanthropy and
PublicNeeds -

~ Another measure of the dimensions of the nonprofit sector is
the employment it accounts for. Approximately:4.6 million
- wage and salary workers are estimated to have worked in the
nonpmﬁt sector:in1974, or. 5.2 per cent of the total American
workforce for that 3 year One out of every ten service workcrs in
the United States is ‘employed by a nonproﬁt ‘organization.
The proportion of’ pmfessxona.l workcrs is even hlgher—nearly -
onc out of six.
“For a phymcal oount of nonproﬁt orgamzatlons, ‘the Com- -
- mission has turned to a number of sources. The Internal Rev- .
© enue Semoc lists, as of June, 1975 691,627 exempt organiza-
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~ tions, groups that: havc formally ﬁlcd for and’ been aocorded _
- exemption from federal i income itaxes. But-that numbcr does -
. not “include .a_great. many church orgamzatlons which : ‘auto-
manmlly enjoy, excmpuon m; fedcra.i income taxes mthout_
filing, nor does it include: numerous ‘small. orgamzatmns that -
“never feel the need to file for; tax: exemptlon On the other
hand, it does include a'large number of groups that fall outside
the phzlanthroplc part of the: nonproﬁt sector, such as labor-
unions and fraternal organizations, and it also counts a ‘good -

o Thany: groups: -that-are only active for a short time. One Com-

mission -report -calculates that'a “core group” of traditional
phllanthmplc organizations includes 350,000 religious organi-

. zations, 37,000 -human service . organizations, 6,000 museums,
5,500 pnvate libraries, 4,600 privately- supported secondary- '

-schools, 3,500 private hospitals,’ 1,514 private ‘institutions .of

. -'hlghcr educatlon, and 1,100 symphony orchestras. Some other .

recent’ calculations: There are 1,000 national professional asso-
ciations.-New York City alone has around 6,000%block ‘associ- -
ations. And a study of voiuntary groups in' the town of, Arling-
ton, ‘Mass., identified some 350 such groups thcnc, serving. a
populatmn of around 52, 000. This 1ast ﬁndmg confirms earlier
estimates of proportions between community size and the num-

~ ber'of voluntary- groups, and.gives support. to the extrapolation
“that in’ all, -counting local chapters of reglonal or national

groups, there may: be as many as six million private voluntary, |

' .".orgamzat.lons in the United States. A purely intuitive indica-

tion that this very Jarge number is feasible can be glimpsed in
- & minute sample of nonprofit groups. To name a few:

- Bedford-Stuyvesant Restoration Corporation, Phillips Exeter.
Academy, American Acupuncture and Herbs Research Insti-
~ tute, Senior Citizens Association of Wausau (Wisc.), 'I'almudnc_‘-
~Research. Instltute, New Alchemy Instltute, Aspen Institute for
Humamstlc Studies, Chapin Schoo!l Ltd., Citizens Committee
on Modernization of Maryland Courts and Justice, Bethlehem .
(Pa.) Public. Library, Visiting Nurse Association of Milwaukee,."

- YMCA Railroad Branch of Toledo, Chinatown (N.Y.) Day
~ Care Center, Zen Center of, Los Angeles, Big Brothers of Rapid
City, World Affairs Council of Syracuse, N.Y., Américan Par- -

" kinson Dlsease Association, Bethel Temple of Evansv:llc (Ind ) -
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- sity; Sons:ahd Daughters of. Idaho. Pnonecm, Family;

.Metropohtan Opera Company, Fathers Club of Mt. St. Mary’s
Academy:{Watchung, N.J.); Mothers Club of Stanford Univer- -
Piannmg._ -

:'_ -Commxttcc of Gneater Fall- Rwer (Mass} SR

The anthmenc of the nonproﬁt sector ﬁnds much of its -
mgmﬁcance in less’ quantifiable;and even: less. precise- dimen:.
sions—in the human measurements of who is served, who is

" affected’ by nonprofit groups and activities. In some sense, ev-
erybody is: the contributions’ of voluntary organizations to
broadscale social and scientific advances have been widely and

~ frequently extolled. Charitable groups ‘were iin-the: forefront ‘of

ridding. society"of- child labor, ‘abolitionist ‘groups in- tcarmg'

.. down the institution of slavery; civic-minded groups-in purging .

the spoils system from publicioffice. The benefits: of - nonprofit

scientific: and technological reseacch include the great reduc- -

tion of scourges such as tuberculosis and polio, malana, typhus,
influenza, rabies, yaws, bilbharziasis, syphilis and  amoebic- dys- -
“entery. These are among the myriad products of the nonprofit
sector; that have at least indirectly affected all Amencans and- -
"much of the rest of the world besides. :
- Perhaps the. nonprofit activity that most dm:ctly touches the

. hvcs of most Americans today is noncommercial “public” tele-
vision. A bare concept twenty-five years ago, its development
‘was underwritten mainly by foundations. Today. it comprisesia
network: of some, 240 stations valued at billions of dollars, is
increasingly. supported by small, “subscriber”. conmbutlons
and. has broadened ‘and enriched a. medmm that occupnes _

~ hours of the average Américan’s day.

- More’ particularly - benefited by, voluritary orgamzatmns are
the .one:quarter of all collegc and university students who at- .

tend private institutions of higher education. For hundreds. of

millions of Americans, private .community hospitals;: account>
. ing for half of: all hospitals in the United States, have been, as
one Commission study puts it, “the primary site for. handlmg
the most: dramat:c of human expencnces——blrth death, and the
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"alle\natmn of; pe:sonal suffering.” In thls secular age; too, it is
worth notmg;that the Jargest category in the nonprofit sector is
still verylarge indeed; that nearly two-out -of three Americans
belong:to and' evidently: find comfoit and msplrauon in- the
’_natxons hundreds of thousands of religious organizations. All
told, it would be hard to imagine American life without volun-

tary nonproﬁt orgamzanons and associations, so’ entwmcd are
they in the very fabric of our society, from massive ' national
 organizations:to ithe: local Girl- Scouts, the parent-tcachets asso-.

c:atlon or, thc bottlc-recyclmg group o T

Govemment and Voluntary Assocmtlon -

_ Ulnmately, the nonpmﬁt sector s’ s1gmﬁcance, and a.ny mea-
~sure of its continuing importance, lies in its. broader societal -
role, as seen inthe long history of voluntary association and. in
what signs' can- currently be’glimpsed of new or ‘continuing
" directions. To''talk: of the sector’s’ role in:. soclety inevitably
means looking.at voluntary actmty and association alongside
of govemment* Both dre expressions of the same. dlspuon of
people to join together to achieve a-common end, and in much -
of the United States™ experience they have been complemen-
tary expressions. But in global terms they often. have func- -
tioned and do function as mutually . compentlve forces; No
government tolerates all forms of voluntary assoc:auon, groups
that are seen as threatemng a country’s security or that pursue
common criminal purposes are routmely suppressed. The ten-
sions between voluntary assocmtmn -and = government - run
broader and' deeper in many parts of the world, however, and
- have done so through many-periods of history. o
Sociologist Robert A, Nisbet has written of the “momentous
_conﬁ:cts -of jurisdiction between the' polmcal state and-the so-
‘cial associations lying intermediate to it and the-individual.”
These have been, he writes; “of all the conflicts in history, the
most fateful.” Such conflicts can be traced at least as far:back
as democratic Greece ‘and- imperial Rome, in both of which
- societies governments were at times hostile to voluntary associ-
atlon. Imperial Romc, wrote Gibbon, “viewed with the utmost
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jealousy and dlstrust any association among its subjects®

. The Middle Ages mtncsscd a flourishing in Europe of more
or -less ;autonomous ; ,gmupmgs-gu:lds, churches, fiefdoms—

within weak central governments. But.modern historycan: be
seen:at least in. part as Being. patterncd by, the.return’ to Greck :
- and Roman affinities for, the. central, dommant state; with:an
accompanying . discouragement ; of nongow.mmental groups.
The foremost philosophers of this monism ‘of the state in mod-
ern-times were Thomas-Hobbes and, _]can _]acques Rousseau,
and the French Revolution was one of: its most :exuberant ex-
"prcsswns Chantablc, hterary, editcational . and: cultural -soci-

eties were- banned :in the, brittle course of- the revolutlon “A

‘state that is truly free,” declared a leglslator of: revoluuonax;y '
France, “ought’ not/to suﬂ'en: within its bosom. any association; -
not even such as, being cledlmtecl to- pubhc 1mprovement, has
merited: well of the. country.”; . 0 . L . PR

“Amencans Are Forever F orrnlng Assomatlons

In splte of thwmhospnabie h:stoncal and phllosophxcal set-
ting, “association dedicated to public improvement” found fer- -
tile territory in the New World, a land colonized: far. from the
reach of central governments, a vast land that did: not lend
itself well to strong central government of its own and+in fron-
tier areas was slow to adopt even minimal local governments.
As historian ‘Daniel Boorstin has observed, ‘America evidenced
a pmfound tendency . to: rely on: voluntary, nongoverinmental
organizations and ‘associations to-. pursue community purposes
“from the beginning.” As this country was settled, he writes,
“communities existed before governments were there to care
for public needs.” The result was that “vo!untaxy collaborative

_activities” were set up first to provlde basic soc:al semces
Government :followed later on. - '

It is no historical accident: that one of the: Foundmg Fathcrs
is nearly as famous for his. development of: nongovemmcntal _
means:to public ends -as he is for his. role-in shapmg and
representing the fledgling republic, Benjamin Franklin's insti-
tutings outside of government compose a major portion ‘of:the
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- index of thc voluntary sector. He was. the Ieadmg force 'in
founding a° llbmry, a ‘volunteer fire- department, a’ ‘haspital, 2
- university anda: {research -institution. An historieal - -survey of

'phllanthropy madc for! the €ommission: notes: “Franklin s<:llt:l
- not invent the. pnm:lple of improving ‘social conditions’ through
voluntary assoc:atmn, but ‘more; fthan any Americanbeforé him
he*showed: the: avaxlablht)r, uscfulncss and appropnatcncss to
Amcncan condltxons . _
1%The - prmclple of- voluntary assoclatlon accordcd 50 well'
' wlth ‘Amerjcan - pol:t:cal and ‘économic - theories,” the. survcy

~ observes: further “that as early: as 1820 the larger cities had ‘an
embarrassment -of benevolent:: organizations:” Fifteen - years
later, this propcnmty to organize becare the: subject of:one of
Alexis de Tocquewllc’s most . famous of many famous obscrva--
tlons about the neéw nation:.

““Americans of all ages, a.ll statlons in- llfe and all types of
disposition ate forever forming associations. “There are not only
commercial and industrial associations in which all take part;
but others of-a thousand different: types—religious, moral, seri-
ous, futile, very general and very limited, immensely. largc and
very. minutel Americans combine to give fetes, found seminar-
_ ies; ‘build’ churches, distribute - books and send missionaries: to.
the .antipodes.: Hospitals; prisons and schools ‘take shape that
way. Finally, if they want to.proclaim a. truth or propagate
somie : feelmg by. the 1encouragcment of a great cxample, they
form an association. In everyicase, at the head of any. new
undertakmg, where in Frarice: 'you would find the government:
or:in: England some territorial ; jmagnate, in: the United: States
.you are sure to find an association.” . .

Evolutlons Wlthm the Thlrd Sector

'I'hls observanon apphes to the Umtecl States almost as fully
140 years-later. Today, in fact, pnvate -association appears to .
be. so. deeply embedded ‘and to. exist on. so much broader 2
scale in: the United States than in othér parts of the world as: to
tepnesent one of ‘the: principal dlstmgu:shmg characteristics: of
Amencan soc:ety Yet thc purposes of voluntary, orgamzauon
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_ "have hardly rcmamed statmnary or of the same re!atwe sngmﬁ-
, \cance within: the vu!untary sector over the years.- : "
- iIna pattem of evolution: that has repeated itselfiin: dlﬁ'crcnt :
areas of socnety, govemment ~has taken ‘over. many. services and o
" functions. of. the nonpmﬁt sector, and.new focuses of}-nonproﬁt- -
activity-and.. orgamzatlon have ‘emerged. (a process that is de. -
scribed! further; in-Chapter. IV)). Schools, as-de Tocqueville ob-
- served;; were: -generally, founded-and.run by nongoverrimental
~ organizations, often churches, in early’ America. Butisoon after
- de Tocqueville’s observations were publlshcd in 1835 :the pub- -
lic-school . system bcgan to. take hold in the United States, and
today only one ‘out of; ten primary and secondary school stu-
- dents goes:to’ nonpubhc schools. ngher education -and, aid to
~ the. poor. correspondmgly accounted for. more and more non-
_ proﬁt activity, as the- nineteenth century. progressed. Then, be-
. ginning ‘in:the. late nineteenth century,-many. of today’s giant
state universities. got - their. start,. and - pubhc institutions began
- to challcnge the primacy of private institutions in “higher; edu- -
~ cation as; well. The private nonprofit,sector was the chief dis-

. penser of “charity” well into this century, but in recent decades

- this fanction has. mcreasmgly been- absorbed by governmem- '
welfare and.social insurance ‘programs. -
'I'oday we. appear to be on the thrmhold of yet another
' ma_;or expansion by;: government in anarea that until a_few -
- years ‘ago was: dominated . by - private . nonprofit, (and proﬁt)_.
orgamzatlons, the health field; A Commission study of ph1lan- .
thropy in this area anticipates that by the mld-‘lQ&O’s, more
- than half of all spending on health in the United States will be
~ accounted for by government programs, with much of the rest -
' ﬂowmg through govmment—regulated pnvate msurance plans

Underlymg Functlons of Voluntary Groups

Thc end purposcs of nonpmﬁt a.ctmty have: changed conmd—
erably over, the course. of American history, therefore, and un-
- questionably mll continue to change: Yet certain basic func-
- tions—underlying social. roles that have been; characteristic of
- much or ail nonpmﬁt activity rcgardless of the parncular ser-
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vice or causc mvolved--havc endured . throughout the changes

that have taken: placc This is‘not to say,- of .course, that.all
nonproﬁt organizations .are performing ‘these -functions. opti-
. mally or.even adequately. Indeed, as described in Chapter VIT
' of this report, expert research the Commission has received and
mformal testimony:itthas listened to suggest that many organi-
zatmns in- the sector fall well short of their’ capabllltncs 1Yet the
- same research’ and testimony; is virtually unanimous in’ ﬁndmg
distinctive ‘functions for thef»nonproﬁt sector and in' asserting
that these fianctions are: ‘today. as important as they ever have
been . to the ‘health and progress- of  American - so¢iety,! more
important in ‘some cases than- evcr Among thesc basw .func-
tions are the following: o :

- wInitiating new ideas and procmes. There are! cntlcal
reasons. for maintaining ‘a v:ta.l ‘balance of publlc and!private
support -for humanservices,” asserts a- Commission ‘report: by
Wilbur' J;. Cohen, former Secretary of Health, Education™and .
Welfare, “not the'least of which is the: contmuing task: of inno-

vdting in areas’ whcre pubhc agencies lack; knowlcdgc or are
aifrald 1o veriture. :, ... The private sector is adept at mnovatlon,
and at providing thc models government needs.”- -

- “A new idea stands a better: chance of survival in a- somal
systcm with many kinds of initiative and decision,” obsetves a
Commission study of the health field. Government undoubted-
ly provzdes the most fertile arena for certain'kinds of initiative
and mnova.tton, but certam new ideas, these and other Gom-
g'mwth in the nonprofit sector than in the comdors of govem—
ment;
 “The devclopment of the early types of both hcalth mamten-
ance organizations and the physicians’ assistance {paramedical
aides] programs would never have surfaced if theyt had re-
quired prior public’ sector ‘¢onsensus and support” says the
Commission’s health study. Another study—on the role of phil-
anthropy in the environmental ficld—finds; “The perspcctlvc of
governmental agencies, even in the research-only -agencies, .
“tends to be limited and dominated by - existing and" agcncy
_views of thc problcms and altérnative stral:cglcs for ‘solving’ the
problem . .. It is difficult to induce . . . governmental agencies -
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. to undertake new ; directions of research ‘and analysis.” The
“pmheenng” role of nonproﬁt organizations has long . been rec-

~ ognized. More than:half a. century, ago, Beatrice and Sidney
.- Webb, wntmg on the “Sphere. oﬂNoluntary Agencies;” found
- these agencies capable of “many kinds . . . of .1 ., treatment .

the. public authorities. are: notwhkely themselves to: initiate.” £
Nongovernmental.; organizations, precisely. -because : they, are
nongovernmental ;and  need ‘not be; attuned. to-a ‘broadi and
diverse: constituency, can take chances, expcnmcnt .in: arcas
where: rleglslators and governmont agcnum -are- hesltant “to
tread. S
“Once: suocessfully plonecred by nonproﬁt groups, and havmg
ostablxshcd their legitimacy-and worthiness, new ideas and:pro-
cesses can ‘be, and often have been, supported: and expanded
by government. Bmh-oontrol technology;: to take a relatwely
‘recent ‘example, ‘was pioneered by the nonproﬁt world- in- its
more controversial: beginnings and today is' heavﬂy underwnt-
" teniby many’ governments throughout the world." L
 =Developing. public_policy. Standing: outside" of govemmcnt,
: voluntary organizations not only can try out new ideas, initiate
services,’that may be too- controversial  for govemment bodies
to ‘deal with at early stages, but can exercise a’direct ‘influence
- on shaping and’ advancmg government policy in broad areas in
which the government ‘is already. involved. Groups: specializing
in certain . policy areas are contxnually producing research and
analysis, information and viewpoints, especially on long-range
policy matters, that may be lacking at:times in ‘government
circles: themselves, prcoocuplcd as they often are with.day-to-
day operating concerns. A major function of nonprofit groups
in: public: policy development has been to help clanfy' and
. define issues for public consideration, both- at local and region-
al levels, as the Regional Plan Association does through its
studies and proposals for the New York metropolitan ‘area, or
as The Brookings Institution does at the national level. Private-
ly sponsored special commissions ‘and boards of incuiry’have
been frcqucntly formed at both ' levels to focus analysns and
attention on issues as diverse as hunger, cable oommumcatmn :

~ and legalized gambling, -

—Supporting mmongy or Jocal mmm For many of the same
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reasons the- nonproﬁt world ‘can expcnment w1th new. ideas less
caut:ously than ‘government, ‘woluntary -groups can’ support
causes' and interests’that’ may, be sweptlas:de by majoritarian -
~ priorities .or. prejudices; ‘The civil rights’ movement grew. out of -
 the initiatives -of nonprofit organizations: such 'as-the N%AACP 3
the : consumer,-and - -environmental; movements, ‘once- the‘con-
" cerns of: only a-foew pcroepnve or. smglc-mlndcd people;’ also
found:their: early nounshmem in przvate groups. But the causes
 need not: bc~—ot; ‘may not ever.come to be regarded as—so large
and. soc:ally sxgmﬁcant ‘Nilham ‘8. Vickrey, an -€conomist-at
Columbia Umverslty, has ‘written .of the “cumbersomeness of
~ public agenciesiin dealing’ with relatively smallscale activities,”
- of the impediments facmgﬂ“hlgh-level decmlon-makmg bodies -
- on matters of small magnitude in which they have re!atlvcly
little: basis: for- Judgmcnt »More: specialized private :agencies -
. "may, be able to-operate eﬁicxcm:!y and: mteihgcml); within their
spheres, - may be more. sensitive to-small-scale - problems -than
government. In‘ the health: ﬁeld, for. example, "'_Gommlsmon
- report; notes that nonprofit organizations “can: assist: iny support.
"of health programs for: rchgmus and: ethnic: groups, migratory
~workers, and racial- mmonty groups which the public. sectot
cannot often address . . . Private. phllanthropy wxll be needed
in the future to even out some of the inequities whlch will
~ invariably occur beween:different commumtles, and to rcspond '
to the. health -needsvof - groups too culturally dxﬁ‘crent o gam
adcquate publlc support ETI :
—Providing. services that the: govemmmt f:s comﬂtuhmal{y '
6armf Jrom. provuﬁng In. the United States, the. government is
proscribed. from entering the. broadest area. of the nonprofit’
sector, religion:; So there is. snmpl)r no altcmatwe to the non-
profit. sector if religious; functions dre to be.filled at all in.this
: r:ountr:,r Smularly, as.the Councxl on. Foundat:ons pomts out in ‘
its report to:the Commission, the establishment.in 1973 of a
private nonprofit National News Council to oversee the news
media “is.an"experiment that, if not- totally, off-limits 1o, the.
government because of the First- Amendment; is clearly. not thc.
- kind .of function that it should or would undertake.”. ;. ..
—Overseeing government, ‘Alongside govcrnmcnt’ consmn-_-
“tional inhibitions areits institutional . ones.: Desp:te its. own
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'-mtcrnal checks and ba.lanoes, govcmment can hardly be count-
ed on to keep a. disinterested eye .on itself. In: hts historical -
perspective on philanthropy, writtén for, the Commission, histo-
rian” Robert. H: Bremner: observes: “A ‘miarked’ tendency of;
'American_ phl!anthropyahas beén to. encourage, assist and even'
goad 'democratic: govemmcnt-and democratic cmzens—-toward. :
better, performance o civic duties and closer, attention to social
reqmr:ements . The: Nathan Committee, whlch looked at: phi..
_ Ianthropy in Great Britain a quarter oentury ago, saw; much-
the same: role for voluntary groups. “They are. able to stand
aside from ‘and; criticize state action, or inaction, in;the inter-

ests of the martlcu!atc man-m-thc-stmet 7 As govemment’s Tole”

in many areas; formerly dominated by nongovemmental groups.

- gTOWS ever. larger, and.the voluntary, role grows, oorwspondmg-'
Iy, si‘nallcr, the monitoring and mﬂuencmg of; ‘government may.
- be emerging as one of .the single most xmportant and eﬁ'cctxve-

functmns of the private nonproﬁt sector, -

aaaaa

sector bccausc of, the nonpmﬁt,gpubllc-mtemst common de-
" nominator of | govérnment and voluntary. orgamzauons, the sec-’
tor; does playc a role, and- pcrhaps a growing one, in. rclatlon to
the busmess world In some areas, voluntary organizatlons pro--
vide a dzrect ‘alternative ‘to, and-a kind of yardstick-for, busi-
ness orgamzatmns Nonproﬁt hospitals and mscarch orgamza-f
tions, for instance, operate in competition: w1th close. commer-.
- cial countcrparts A number of nonproﬁt . groups make it their
~ business to‘keep a critical gaze on business, including labor.
union, actlvuy, as well. Potentially freer from the influence of
powerful economic interests, nonproﬁt groups can act as de-
tached overseers of the market. place in. ‘ways:that, government’
agencies:and leglslators are often restrained from domg o
-—Bnngmg the sectors together.. Nonprofit organizations fre-
quently serve to stimulate and . .coordinate activities in which, -
govemment or. business or both interact with voluntary groups
to. pursue pubhc purposes. Orgamzauon for community devel-.
0pment is'one example of this: synergistic role. Another is the

' practlce by a group such as The Nature Conservancy of enlist- -

‘ing the hclp of mdustry in the form of low-mtcnest loans to buy‘_:
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land for preservation and conservatlon purposes, land that may
eventually be turned over-to government;ownership, The fact
that' voluntary orgamzatmns 'have neither: commercial interests
1o pursue-nor, i:fh‘c:al status often makes them’ best suited to act
- as mtem'ledlary or’ coordmator i actmtles mvolvmg govem-
ment and business, ©
- -Gwmg aid | abmad. In & time’ of hclghtcncd natlonallstlc
sensitivities, espcc:ally where official ‘American actions- abroad
are-concerned;; nonproﬁt organizations- have been able to offer
* aid in situations' where! government help would be : polmcally
unaoccptable Workers for the: American Friends: Service Com?
* mittee, for. instance, were able to remain’ behind in' Da Nang
during the North Vietriamese takéover of -that city and: were
~ able-to help war: victims there even ‘though the United States
govgx_-_nmcnt was. conmdcred hostllc by the CIt}' s occupiers. As a
“ .. Our welcome in sensitive’ areas often dermes frorn the fact
that we aré not a government.” '
—Furthmng ‘active’ citizenskip and aItnmm_ Wh:le the pre-
‘vious catcgones deal ‘mainty with the ihportant roles nonproﬁt
organizations. serve' for the- soclcty as a whole or for certain
beneﬁcmry :segments of the society, one of ‘the broadest and
most important functions voluntary groups'perform'derives not
so much ‘from what they do for beneficiaries ag what they do
for participants. Voluntary groups serve as ready and- accessi-
ble outlets for public-spirited”initiative and activity—for phi-
lanthropy broadly defiied. In & complex urbanizéd and subur-
 banized society, the individual acting alone can hbpe to make
~ little impress on community or national problems, is often at a
loss to find and help those who need help. Many government
agencies have highly structured work arrangements and cannot
or do not read:ly receive the assistance of public-spirited citi-
. zens, But those 50 minded can’ usually join or can help form a
volumary organization as an effective vehicle for altruistic ac-
tion, and' this possxbll:ty itself serves as a constant encourage-
ment to: altru:sm, to an actlve involvement in public. causes,
w}uch is of the vcry essence in a healthy democrat}c soc:ety
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New Frontzers and an Ageless Ratlonale

o Thcse v:tal rolcs for voluntary orgamzatmns oonunue to.
serve and influerice areas of society: that have tradntonally been
the-concern’ of the nonproﬁt sectof. In addmon, many’ new or’
grcatly expanded concerns of voluntas:y activity have. emerged
* in recent years as challenging new. frontiers of the sector-and of

- its particular’ capabilities. “Over the past 20 years,” observes =

' Pablo ‘Eisenberg, head of the €enter for Community: Change, -
“hundreds if not thousands of new'local organizations have
been” created to deal ‘with issues such asecology, consumer
problems, economic and ‘social self-determmatxon, pubhc—mter-
~est law, poverty and. neighborhood revitalization ... groups
with different fpurposes and ‘structures and; in'some cases,*con-_
stituencies.”" Indeed, a recent survey indicates that possibly as
many as 40 ,000 emnronmental orgamzattons alone’have sprung
up: throughout' the country, mostly in the last. few years. And-
in a Commission tudy, of plule;.nthr'opyr in five citiés, one major
~ conclusion is that * nonproﬁt, tax-exempt orgamzaUOns contm- '
ue to-grow in each of’ the cities ‘studied.” :
For all ‘the absorpibns by government and desplte severe”
finaneial difficulties of many voluntary ‘organizations—related.
developments that are discussed in later chapters—it would ap-
pear, in other words, tbat the impulse to associate is still very
strong. Indeed; ‘there are social currents in motion that shou]d-_"
‘be a.ddmg fresh m‘:petus and vitality to tl'us ageless expresmon_
of man’s community with man. -
- One current is the sense of alienation that modern men and
~ women are widely viewed as experiencing in the face of | gient,
1mpersonal institutions lof government and business. The'gener-
ally smaller size and more perceptible- humanity of voluntary - -
groups—-—be they block: assocmtmns, local chapters of the Ameri=
can Legion or women s rights. orgamzatlons—would appear to
offer ‘at least a partial! antidote ‘to any contemporary malaise
stemming from’ feelings of ineffectiveness or “unidentity.  As
Richard W. Lyman, president of Stanford’ University, wrote
‘recently in an essay entitled “In. Defense of the Private Sector,”

“People everywhere are yearning for the chance to feel signifi- |

cant as mdmduals They are yearning for mstxtutlons buiit on
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a human scale, and responswe to human needs and aspn’atmns

Is this not precisely what we have believed in and worked for'
long before it. became SO popular to do s0?” . '
In addmon to rcspondmg t0/;an existential yearmng, the

'voluntary sector; should appeal more than ever today in terms .

of: its bedrock grounding in: the spirit. and political phllosephyr
of plurallsm—m the idea that® 'society. benefits. from having
many. different - ‘ways for stmrmg to advance the common weal,
- The federal government's: unavailing efforts . to :control: .the
economy, follow;many, frustrating social programs of the- Great
Sodiety and. both: add to the evidence of our senses.that in our
'mcreasmgiy complex society: thete is no one: body, one govern:
- ing:structure, that holds the answers:to society’s. pmblems,as
~ equipped to find the answers by itself or could, ‘put them into
effect:if it did..In the wake of; Watergate 'Mmoreoever, we are -
'__probably less. pexsuaded than ever: to stake. our’ destmy totally
on the wisdom or beneﬁcence of tentralized authority, This
sorTy . and sordid - chapter in recent hlstory has dramat:cally
. detonstrated  the virtues. of diffusion of power and. decentra.l-
ization of decision makmg in pu‘bhc affalrs, and it has demon-
strated the correlative virtues of a vigorous public-minded and
_ mdependent sector. The sector. 1deally should not compete with
- government'so much as oomplement it and’ help humanize it,
howéver. Nor, because of. mstitutwnal inertia, or. seif-protectlvc-
ness should it or parts of it stand in the way ‘of proper exten-
- sions.of government into areas where, because of the demands
of scale or equity, the private sector simply_cannot fill 2 collec-
. tive want. The sector should not be at odds .with_ government '
- in, other words, so much as outside of it and in addition to it.
‘In furtherance of its own role of serving the publnc interest,
_ govemment at the same time’ should actively encourage a large
‘and vigorous voluntary sector that can help carry the burdens
of public services.. For to operate effectively, and humanely,
government must take care not to overload its own ‘mecha-
- nisms, by attempting to ‘bring - every “public purpose dnfectly :
under its direction and control. f :
The late Walter Lippmann. recognized ‘this eentral 1mpor- :

. tance to government, and to American society at large, of ; [non-

governmental orgamzatlon. Amcrxcan democracy, he wrote a
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number of yea:s ago, ““has: worked -I.am convmced for two
reasons: Thefirst is that government in ‘America has not, hith-
“erto; been- permitted to attempt to do’ too many. thmgs, its "
problems: have been kept within the capacr.ty of ordinary men..
The: sccond is that outside the govemment and outside the
party system there have existed mdependcnt institutions and "
independent men . . .**His observation describes’ the ultimate
rationale: for_' a' “third” sector in Amencan somety, a ratmna]e
that apphes as. fully for’ toda)' and tomorrow, as xt dld for.
ycsterday
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PRIVATE GIVING FOR
PUIBLIC PURPOSES

The spmt of pnvate gwmg for pubhc purposes has bcen thc '
object of immeasurable exhortation and applause and also a
- great deal of cynicism. It has been praised ‘as embodying hu-

mankind’s noblest mstmcm--generosnty, altruism, . benevolent
initiative—and disdained: for reflecting some of our most lgno-'
ble—paternalism, elitism, - egotism. It has' been espoused in
terms of transcendent religious principles and found wanting
by the standards of secular. theologles, ‘the catechlsms of de-
mocracy and egahtanamsm
Yet whatever dlsagreements in vncwpomt may surround the
persona{ motivations and social effects of giving; there is little
question that an important institutional area of American life
—the pnvate nonproﬁt sector—could not exist without it. Pri-
vate support is a fundamental underpmnmg for, hundreds of
- thousands of institutions and orgamzatlons, it is the ingredient
that keeps private nonproﬁt organizations . almc and private,
keeps them from wnthcrmg away or becormng mere adjuncts of
government. And it ‘is, without quesnon, a vcry sizable in-"
g'nedlent : :

Sizes, Sources and Destmanons of G1v1ng

“anate giving for pub‘.l:c purposes” isa cumbersome phrase. -
~ for what this ingredient, ‘this chapter and a good part of the
- Commission’s, concern has been about. “Philanthropy” is .an
easier term to use, but in these socially sensitive times it prob-
ably rings, in' many ears, of noblesse oblige and may ‘have as’
many:negative as positive overtones, So may “charity,” But.by
any, name—and this report uses all of them’ somewhat loosely
and 1nterchangeabl){—pr1_vate giving for public purposes isa large
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' WHOM THE GIVING COMES FROM
Shares of Giving and Percentages of all Households,
e by: 1973 _totalnhouseh'old.incomg iy

73T R ?er oent of Households
g&}ﬁfﬁl ) - With That Income
Income

Less than ;4,_609 |
54:000 - 7399 R
| s:s.'ooo.-' 9999

| $10,000 .Q ._'14_,999
.si,':s ooo - 1_9._,959'
s;o,;')bﬁ - 29999
$30,000 - .49,9§9
sSo@-_'gg_,sgé L

$1'00,00(_)'for_ mbie :

Sou:ce University of Michlgan-U S. Census Bureau Survey -
- for Comnmisston on Private Philanthropy and Pubhc Needs *© -
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and influentia! factor in Amcncan soc:cty in terms of raw
€conomic measurements alone. - o T
A national sample . survey on" gwmg behavnor and att:tudcs
~ was: conducted for theé Commission by the ‘Survey Research
Center-of the Institute for Social'Research at:the University: of
M:chlgan ‘working -in. conjunction with the U.S, Census Bu-
reau, -Some:2,917 - heads “of; households -were questioned: at
length and from' the responses it is projected that ‘philanthrop-~
ic:giving by-individuals may come to:as much as $26 billion a
year (as of 1973).* The survey. figures refer-to contributions by
* living individuals only, which: make up: by far!the largest
source of: ph:lanthmpnc funds, accounting for about: 79. per cent
of 2l gwmg in. 1974, In addition, answers to questions about
volunteer: time-and the dollar value of such time: indicate that
nearly six billion ‘womanhours iand manhours are contributed -
annually to.philanthropic activity in' the United’ States, at a:
value of around $26- billion.The other major categories of
giving and ‘estimates of the:amounts of each during 1974 are:
‘bequests. ($2.07. b:lhon), foundations ($2.11 billion), and corpo-
rations ($1.25 billion in direct dollar contributions alone, not
including - below-market-rate loans, providing. of corporate fa-.
 cilities-and services and other frequently contributed -non-cash
benefits): All told, private giving for pubhc purposes appears to
add up to0:$50 bllhon or more aiyear in money and services, or
more than half of what is spent each year. on national ‘defense. :
' Who gives how much to what? A major area of interest to
the Commission in relation to: public policy. questions has been '
precisely from whom philanthropic giving ¢comes and. where it -
goes. The Umvcrs:ty of Michigan-Census Bureau survey:af-
firmed that: gmng is by no means.a- homogeneous process.
’Thg measurement of giving 55 still more art than Ecience, and estimates vary as' do
bases for making them. National giving aggregates indicated by. the Commission’s .
sample. survey are projected from respondents’ own assessments of their giving and of -
(their income levels. Other estimates of national gw:ng levels are based on tax deduc.
tiona claimed for gwmg plus extrapolations for giving that is not deducted. The
.Commission’s samey -estimate of $26 billion for individual giving in 1973 is higher .
than other major reckonings, which range from 518 billion to §23 billion, One major
difference_between the survey’s, findings and that of other giving estimates lies in
projections of the amount of giving at upper fncame levels, which the Commission’s * _
survey finds to account for a larger absolute’ amount and larger share of overall giving -

than do other estimates, in part, perhaps, because some respondents may both over-
state their giving and understate their income.’ :
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' Among the findings is that. the level of gwmg gocs up with.the
level of education;: a college graduate ‘gives six times as much
~ asisomeone ‘with on]y a-grade-school-education ($924 com- -
: _parcd to. $162un a.verage annual ‘giving). And cven . when fac-
~ torssuch’as hlgher income, which tends to accompany,a higher
. cducat:on, are . discounted ‘:the . giving. of a college ~grad-
uate: is three: times that of a_ gradc ‘school - graduate “lemg
 can ... be expected to depend-on. educatlon for a variety.of -
: reasons,” observes. the survey report, “ranging. from the greater
' mcome-sccuntyj and . stability: of ‘the well-educated  to . their

. greater feeling of social rcsponslblhty (or debt to: socxcty) » The
- survey. also: shows ‘that ‘the old gwe ‘more -than thea;young'

_averagc annual’giving for someone -in: the: 18, to.: 24-year-old’
range wasi$60 comparcd to-$742 forsomeone 75 or older. “The

_ '_-pesslmlsnc mterprctanon ‘would ‘be- that ‘each new younger_

. generation js' iss altruisticithan the previous: one,” says the -

'survey ‘report, “or that the prommny of eternal. _]udgement mo-

tivates'the aged. But peoplc may; have fewer economic- respon-
sibilities ‘and uncertainties as”they: get oldcr and moze asscts-
-a.nd accumulated  rights.”. .. . 1

- ‘Other findings are that thc mamcd gwc more tha.n thc sin-

.':gle, small-town residents more ‘than. city. dwellcrs, the religious
‘more than the unreligious and, least surprising but most deter-
minant of all, the rich more than the unrich. The. survey finds. '
that a’ dlspropomonate .amount of philanthropic: giving comes

- -from the highest income levéls—some 21 per:cent of individual -

. -giving from'the:less than 1 per cent of: households with incomes
above $50,000 a year. (See footnote:on page 55.-Other esti--
mates of giving are less top-heavy but still attribute as imuch as”
- 13 .per; cent-of individual giving to households with incomes -
above $50,000.) But the survey also indicates that most giving -
comes-from low- and. middle-income ranks—54 per, cent. from-
~ the 87’ per. cent of hotiseholds with-incomes below $20,000.

.. 'The survey finds that ‘the giving of time, in: the form of :
_voluntecr work, -correlates closely with -the giving- of money,
‘that those who- give ‘one are likely to give ‘the other and that
the social variables: that affect the giving of one gcncrally have
~the, same effect on the giving -of the -other, with two: notable:
exceptmns Because the range in ! the amount of t:me diﬂ’emnt'l :
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= pcople can give is conmderahly more limited than the range in
the amount of money, not nearly ‘as large a disproportion of
-voluntocnng comes:from- uppcr?mcomes as does the giving of

money. Thus while . 21 ‘per cent of money contributions was . -

~ projected to come from those with incomies -of $50,000 o::‘ more,
only five per cent of time given comes from the same segmcnt
of the populauon Another sngmﬁcant difference. between' the
- gwmg of money. and time that'the survey. finds is that'instead -
of rising throughout life with the age of the giver, as the giving
oE money. does on the average, the average of. volunteer hours -
- given peaks in the 35- to 44~year-old range and fal]s ofP mark--
ealy after that. . - _
“Where does the gwmg go? Most of all to rehglous institu- }
: tlons, but with an important; qualification. The Interfaith Re-
search Committee of the Commission.conducted :an_extensive

study.: of mhglous giving, drawmg on unprecedented: financial -

'_openness ‘by - the. coumrys major denominations. This - study -
 indicates'that religious giving (of money) may be substantially

- larger than -generally estimated, but it also finds that more

ooooo

_than one fifth of this giving goes ultimately to nonsacramental
purposes. The two charts on the following. page are based on
these findings. One chart indicates amounts of, givmg in which

 both sacramental ‘and nonsacramental uses of giving- to;reli- -

gious groups are included in the figure for religious’ glvmg, ‘the -
~other in which the nonsacmmantal destinations -of - rehgzous '
-~ giving are-assigned to: other- rec).plcnt categories. ©
... Not only does giving come in different proportions “from
different income groups and:go unegually to different areas of
society; but if donees and donors are looked at together, it is
evident that certain income levels of donor tend to prcfcr cer-
tain kinds of donee. Most noticeably; hlghcr-lnoome givers give

in particular, 1o 'educational and cultural : organizations:and -

 hospitals while lower-income donors give above all to rel:glon
The shares that ‘three. major philanthropic categories receive
from each’income group’s overall giving are indicated in the'
chart on page 59, . :
Another cross-section of donor-doncc giving. pattcms that -
was computcd for the Commission looks at the. average amount
of yearly glvmg that each’ rec1p1ent category x'eoewes from indi-
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WHERE THE GIVING GOES

sttnbutlon of anate Philanthropy by Recxpnent 1972
' (]n bilhons of dollars)

_.S'tan.dhrd cé'iego_files: .I '

\ Reiigion 12.&7
Health 3.68
Eﬂucation 3.57

-‘Socml ‘Welfare 1.61

‘Arts Humamtles, .
_Civlc & Public 1.§4

Cther 2.69

Adjusted amounts in which '

- nonsacramental uses of
~religious. giving are counted

.In other categories.

Ré!i'gib'n 10.2_6 :
 Health 3.98
_Educmp;l 441 —

Social Welfare 2.07-
Arts, Humnanities, -
Civic & Publlc 1.67

Soumés. Interfaith Research Committee of Commlsﬂon SRR
- on Private Ptnlanthroﬁaénd Public Needs; and American R
Association of Fand Counsel i
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WHO GIVES WI{AT TO WHOM

sttn'butxon of Gwing to Maj or Donee. -
Areas, by Income, 1972

N P i, .
Per cent of Totai Gwlng of Each [ncome Gmup Going to..

Adjusted(}ross -Rdision * []Federated Drwes*
come .

Under SI0.0DU

s_.m..ooq to sz_o.oou
-slzc;,buu to s'so',o_'oo )
$50,000 to szooooo
$200,{300andmrer :
" Fochudes United Funds, Community Chests, ste.

% Includes educationsl institutions, museums, hoapitals. IR I'; .

Soutce: Commission on Private Philanthropy and Public Needs

59



viduals in each income. group These ‘averages, shown on the
table opposite, are based on 1970 income and giving amounts, |
‘and .while many of" these ‘amounts probabl)r have -increased
. 'alongewnh ‘the overall . rise -in undeflated dollar _,amounts of
~ giving since 1970, the wide ratios between giving' averages pre--
_sumab!y remam approxlmately the same. : '

#

Other lemg

The pattems of gzvmg by other sources of phl!anthropy dlf-
fer markedly;from giving by living mdlwduals as a whole, with
religion the least favired by other sources instead of the most, . -
~ and- education one of the most’ favored donee area.s mstead of

one. of the least: e
"' Chavritable bequesu espemally those from the hnghest-mcome
_ benefactom, tend ‘to reflect? thls inverse. pattern to a consider-
able degree. Ten out of fourteen of the largest bequests in 1974
went to hzgher' education. | _

= Foundotion grants from 1961 to 1973 have gone pnma.nly to
. educatlon (32 per; cent of all major. grants); foliowed by health
- (15 per. mt), international activities (14 per. cent), welfare (13

-per cent), sciences (13 per cent), humanities {9 per cent includ-
- mg the arts) and rehgmn “ per, cent).. .
"L Corporate giving,  according tola 1974 survey by The Confer-
'ence ‘Board and the Council: for Financial ‘Aid to Education,
goes pnmanly to health and welfare orgamzatmns (38 per . cent

Umted Way) and to educanon (35 per cent, nearly all of it for
hlgher educatzon}, with civic (10 per cent) and cultural (7 per
_cent) causes rcprestmg other major recipient areas. Rehgmn
accounts for only one third of one per cent of corporate. gmng .

Changmg Motwatlons

: Such are’ the basxc facts and ﬁgures on ngmg in, the Umted- |
States today Beneath them !1c an array of socxal and psycho-"



verage Yearly Indundual lemg to
| MaJor Donee Arcas by Income Levels, 1970

3‘ i 'v'?{

: Adjusted

Gruss lncoml: '

- $5,000 and
bclow

_.5,000_!.—.
10,000
10,000-
15,000
15,000 —.
20,000

- 20,000- - .
50,000- ..

100,000

1,322

300,000
- 500,000 -. . -

1,000,000 .-
Mote.fhan -

1,000,000 -

Incomes

_ Re_li-'
gion-

$63
138

o

4,466
7073
Average Giv-

ingforAll - .
. $140

!':‘,diicé-

tion

1

a8

1791
14909

45,866

: -31'3 -_ )

267

5 n

Hospl- Health &
. tals

T
e
e
615 1203
5546 8067

14,688 14,430

$4  $34

o .. *Including giving to arts and

-cultural institutions and to -

_ private foundations

Au A
Welfare Other*

$15
43

52 -

6w
39037

175219,

" -Source: Commission on Private

Philanthropy and Public Needs -
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logical and historical patterns that in many respects are as
complex as Amcncan soclety u:self and as full of changcs and
_ambivalences.. - :
Personal sacrifice for thc oommumty good has probably al-.
ways | ‘been esteemed—and, in some eyes, suspect—and underly-
_ing! motrvatlons have perhaps always been oomphcated But -
patterns of giving and 'the comp]ex of motivations for giving
have changed considerably over time, and unquestionably are
continuing to' change ‘today. In mankind’s early history,: be-
nevolence ended at 'the boundaries of the tribe or family. With-
in these boundanes, giving was: “hardly charitable in a mo&crn
sense because those who were dble were expected, indeed re-
quired, to' take ‘care of the unable. There was none of the
-aspect of individual volition that is associated with modern
gmng (Some socia! scientists feel that there is not as much of
it now as we might pretend, that social pressures and- fund-
ralsmg strategies literally leave little choice up to the individ-
ual giver. The Commission’s sample survey of givers lends
. some support to this thesis: 30 per cent of - hl'gher-mcome con-
tributors said they feel they are pressured into giving. more
time or: money than they really want to.) As for: strangers
outside the tribe or family, only recently in the social evolution
of humanity have outsiders been considered possible: objects of
concern, let alone sympathy and. aid.

“The growth-of civilization may be judged,” F. Emerson
Andrews, a leading analyst of philanthropy, has written, “by
the ‘extent to which the obligations of philanthropy. have
spread to include those whose fate was previously a matter of
mdlﬁ'crcnce-thc slave, the poor, the barbarmn, the- enemy.”
Still, in the western world this -expansion did not swxft[y move
the spirit of giving beyond what today might be called enlight-
ened self-interest. In the Middle Agcs the wealthy were expect- -
ed to make gifts and bequests 1o the church, not so much for
the sake of the church or, the “pious causcs” furthered by the
gifts as for the giver's own mdemptlon-“salvauon at a price,”
as scholars have uneuphemistically termed it. :

Not until the seventeenth century did the giver's salvation
begm to count for-less than the expected good to ultimate
beneficiaries. Again, this was by no means a rapid shift, nor
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has it been a complete one, even to this day. At the end of the
seventeenth and beginning: of, the .eighteenth: century, one .of
_America’s; most .eloquent. champions of .philanthropy; Cotton:
_Mather, articulated an. exoeedmgly broad philesophy;iof giving
and ' one ‘that covers: the wide ‘spectrum . of, motlvailons that
"have been ‘and often still’ are attributed.to giving.. @s historian
- Robert, Bremner, writes in- his survey of American’ phllanthmpy,
“Mather. regardedéthe performance; ofigood works:as an: obliga-
tion: owed: to God: rather than a/means. of, salvation; yet he had
no doubt that Godzwould pumsh ‘the unfaithful steward More—
over, doing good ‘was a reward. in itself: To:help. the:unfortu- -
nate was an:honor, a privilege, ‘an incomparable pleasure.”
Mather cited an entire catalogue of; worldly advantages includ-
ing long life- and; business success. ‘he, . thought - would; surely-'
accrue. to -the .benevolent. Besides, as ‘Mather. took pains’ to
point _out, doing good was_sound soc:al pohcy, a’ mild, bat:
effective instrument of social _control.” Pious eﬁa:nplc, moral'
leadershxp, vnluntary effort and pnvate chanty were the means
“by. which competmg and conﬂlctmg mterests :i .soélety mlght
be brought mto harmony, o Lo

The Instltutlona.hzatlon of Phllanthropy

For much of mmrdcd hlstory, the church gerved as the main
motivator and'institutional channel of ph'lamhmpy, and' this
~was g0’ as much in early America as’in medieval - Europe.

Church. groups in the new. settlements of the New “World’
served as the principal recnplcnts of.alms and as dispensers;to
the- worthy, of goods, services and advice. With four. out ten
philanthropic dollars still going  to, - orJJthrough rel:gmus
_groups,. religion continues to play a major role in both the
" motivations and d:spensanons of phnlanthropy The coume of
modern giving, however, can be seen largely as a prooess of
‘secularization and of msntunonahzatlon outs:dc of orgamzed\

religion.

- A major. sh:& m the spmt of Amcrtcan ph:lamhmpy 'was
marked arid to'a considerable extent influenced by an artlcle
entnled “Wealth ” pubhshed in the North Amcncan R.cvxew in
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* June;1889. The author was Andrew Carnegie, steel manufac-,
turer and’ phxlanthroplst ‘and his. message was manifold. The
-_'_wcalthy, “he said; should.‘administer their, wealth as :a- public -
- trust ‘during-their lifetimes because,? havmg proved themselves
in‘the: struggle for -commercial sucpess; they were pamcularly
fitting agents’ of the - publ:c trust.: “Admmistrators of surpius..
wealth” -was :his term " for phllanthmplsts ‘and. his- “gospel fof
" vhealth” focused' notion the poor so'much as the:ambitious. He'
wroté: of “ladders upon which the aspiring can. rise,” and"di-
. rected his* money “toward ‘the building of llbranes, parks con-
. cert! ha.lls, museums and cducauonal l.l'lStltllthnS wlth a practl--

. Camcgle..and a."contemporary fcllow mlllmname,” John D. .
- Rockcfcller, both felt that wealth carried: obllgatmns to: somety,
yct both had 50 ‘much of it ‘that- they had! trouble: giving ‘it

awa ‘as’ fast as they and their enterprises earned'it. Both' made

vast omnes in. bumncss, $0 perhaps it was mcvxtable that thcy-

j eventually set up businesslike structures for glvmg “If a combl-

nation to. do business is effective in savmg wastes and gcttmg- _

better msulm,” asked Rockefeller, .“why is not combmat:on far

“more important in philanthropic work? Let us. erect a founda.

t:on, a trust, and- engage directors who will ma.ke it a life work -

to manage; with our personal cooperatzon, thls bus:ncss of bc-
: nevoicnce pmpcrly and effectively.” .. -

i Thus, WIth the arrival of the=mrcntmth ccntury was bomﬁ the
ﬁrst of. the large, 'wlde-ranglng foundations as; major institu-
tions of phllanthroplc giving. Some 25,000 pnvate grant-
: mg foundations exist today with combined assets, it is estimat-
" ed, of around $25 “billion. ‘The ‘great majority, have modest -
 resources; and ‘highly specialized aims. But scores operate, with
wide' dlscmtmnary funding powers and multmulllon-dollar an-
~.nual budgets, as’ regular, often 'highly visible sources of private
: f'unds for public' purposes Most' larger foundations have_ fuil-
time professwnal staffs who are paid to ‘provide soph:st:catcd

- analysis and management to the “business of benevolence.”
.. The institationalization of philanthropy has. pmcecded by

smallcr steps through the tax laws as well—in the spread of
: -property tax exemption and, in 1917, the enactment ‘of the :
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federal income ‘tax’ deduction - for chamable gmng, develop-
‘ments that are discussed’in: Chapter V.: {Since the beginning of
this oentury, the United ‘States has also witnessed the develop: "
" ment of profmsnonal fund raising, of techniques for collectmg-
sizable sums in- relatlvely small individual amounts. The ‘spirit
of giving was by:no means limited to millionaires but became
embedded in Amencan ways as part:.of a growing self-lmage of
Amencans as a genemu:ahand altrunsnc people Dl

The Importance of Prlvate lemg

Any sumy of giving'in the Umted States would be tmslead-'
- mg if it suggested that ph:lanthropy was simply, and umversalx
ly welcomed along its course as a matter of gratuitous generos-
ity by the glver and unquestloned benefit. toithe: recipient, In" -
fact, private giving. for public purposes has' regularly: through- _
out American history been the subject of both pragmatic and

ideological skeptlcxsm, reflecting the social climates:and atti-

‘tudes of different times,.particularly attitudes toward unequal
‘wealth’ and -the wealthy, from whzch such a. dlsproportlonate
‘amount. of phllanthmpy\ flows: .

‘Doubts about: phllanthropy, its eqmty and its acoountablllty, '
have arisen ‘with particulacforce in recent years, and these -
.doubts’ and. their. imphcatlons are considered later in . this re- .~
port.. Yet, if some aspects of philanthropy . are: reasonable
- grounds for concern in a democratic society, the implications of
little: or no .philanthropy may be grounds for even greater con~
cern iin 4. pluralistic. society: The .case  for private. giving for
publici ‘purposes—on at least:as large a scale as exists today in -
the United States—comes to rest. to a major: degree on -the
desuablhty of  there exlstmg nongovernmental organizations -
operating for jpublic purposés alongmde government,- and on -
‘the practical reality that.such orgamzatmns cannot depend on -
_government for support ‘and still remain nongovernmental in
any significant sense—certainly not, at least, if they are totally. -
dependent ‘on . government.. While this report considers: the
growing need—the desperate appeals' in some cases—for- govern-.
.mental funds- by many traditional parts of the nonprofit sector :
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Commission studies of these areas stress the. importance of a
continuing input of private giving and volunteer help in order
~ to maintain standards of cxccllence and preseve a degree of
independence. - .
'  Speaking for one of thc rna_]or traditional mclplents of pn-
vate giving, ‘higher -education, one study asserts that- ‘private
institutions of. higher education “must have: these funds to ‘en-
sure their autonomous survival.” Like a number of; other stud-
ies this one refers to flexibility provided by private funds and
to “an important measure of stability to help offset sudden
shifts in federal funding.” The report refers, to “the accumulat-
ed wisdom' that institutions of higher education are best able to
perform their functions when: they are funded from more than
one:source, with'more than a‘single taste.” Finding an empha-
- sis-in ‘publicihealth. programs on short-range and immediate
~ problems, a report on the role of philanthropy in the health
field emphasizes. the need for private support: for long-range
purposm—thc advancing of - national medical: care. standards,
for instance. “Private philanthropy will be the only source of
support,” the report states, “which will enable mdepenclent
health institutions to pursue such alternative priorities.” (The
bulk of federal spending on health—79 cents of ‘every health
- dollar—is for supporting existing health service: activities,
whereas. 89: cents of: every foundation dollar spent in the field
goes for - longer-term, “capital goods” projects and research,
according to a study by the National Planning Association:)
The ab:hty to carry out and respond to different priorities—
which is at the very heart of the pluralistic value of voluntary
organizations—isswhat private philanthropy. ultimately affords;
and even a relatively small amount of private funding can: help
provide a substantial degree of such diversity. In several in-
stances, - for example, Commission research took note of the
increasing flow of private funds to publlc institutions of higher
education and:it was asserted that even in'such governmentally
controlled institutions private funds can -provide an “edge of
quality,” through special programs.and expenditures ‘above
and beyond what governmental appropriations can or usually
- do allow. In a Commission report on philanthropy in’ the city
of Des Moines the mayor of that city found the flexibility of
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pnvate funding, although relatively small in dollat amounts
‘eompared :to:the city, ‘budget, to. be an absolutely, essential
~ complement to publictfunding in: ‘providing for basic mumclpal
needs. “Without prlvate funding,” ke said, “the public services
and i lmprovcment practicés would collapse.” A study; of] piulan— '
thropy.in England; where voluntary. organizdtions ave general—
ly.muéh more dependent on government financing than in the
United States, similarly’ finds for:that country’s voluntary, sec-
_ tor an important role, for even a small degree of private:fund-
ing alongside public support. ‘Because of private funds thelpeo-
- ple who run ‘such organizations; notes the study; “are ﬁkcly
to becomc {or feel that they are becommg) sunplc agents foit
carrying out plans developed in [government offices}” |
‘Some: kinds’of voluntary organizations can hardly be expect-
Cedto functmn at all, or must:function in. fundamenta[ly differ=
ent ways, unless their basic support: is pnvatc giving. A 1973
study’ on-environmental groups found, for instance, that those
that relied on membership support tended to be more involved
in: publlc advocacy on envirorimental issues and-to’ use:more
militant tactics than did groups that depended on government
- grants {(or on:corporate and foundation grants, for that mat-
ter). ' Many new “public-interest”™ and ¢ ‘grass-roots” groups in
areas suchas cnmronmemallsm, oonsumensm and. legal activ-
ism exist at least in part,'and in some cases very large part; to
.actively criticize and challenge govcrnmcnt andthey mustrely
entirely: on nongovemmcntal support to be eﬁ'ectlve in;: thls :
adversary role. . . :

Phllanthropy and the Powerless

anate giving today also p!ays 2 role Wthh governmcnt by '
: lts ‘own. institutional nature is unable to'play and which, in-
“déed;imuch of philanthropy itself is hesitant to venture into. As'
described -in a Commissionircport on. phllanthmpy in the San.
“Francisco area, this role is'to help “submerged people who are.
trying to get ahead.” The. role may also be defined as helping

to! empower - the powcr!ess of American society, often none

' whxte, non-middleciass groups tbat thmugh their own resources.
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have been able to’ ‘exercise little influence: on the priorities. and
processess of: majoritarian government or of other institutional
areas of our; society: Giving ‘for this: purpose: differs from .old- -
_style charity, from the: filling -of basic. needs: of the .poor, and
underpmnleged As’ consc:ously' seen by some of the donors and
donees, such. gmng is ‘more ‘a. matter of . helping: groups 0.
orgamze and act'so as to be able to effectively exact social and
economic and pohtlcal beneﬁts or nghts” fmm soclety and 1ts :
institutions, . o '
A Gommlssmn study on. phllanthmpy and the powerless pro- :
\ndes a’‘number of examples of: such gwmg—and gettmg—m'
recent: years among them: - -
. —The welfare rights. movement. Led by the Nanonal Welfare
nghts Orgamzatlon, which was founded:in 1967, this.move-
ment helped dramatize:and bring to the nation’s attention and.
 the atiention of government: leaders the plight of welfare re-
c:pmnts. 1t -alsoiserved; through the cmergence: of: many .local
- groups, to-instruct; wclfare neclplcnts in their legal’ rights re-
~ garding: procedures and levels of assistance and- to inform:many
non-recipients of their eligibility for aid. The ma_]or support. of
- NWRO' and an ‘associated foundation .came from church
groups and a number of the- more “activist” foundations. .
- i=Growth oﬁ mnmty business: enterprises. Foundations,
churches. and torporations have ‘contributed substantial sums
in recent yea:s ito: hclp minority, group- members start or. sustam
businesses, mainly in urban.areas. Because of this help, many
medium-sized firms owned by minority group members have been
launched, and a sizable portion have succeeded and have grown,
—American Indians’ rights, In the past few years church
groups and foundations have devoted an increasing amount of -
funds to Indian programs; ‘because of the federal govcrnment’ :
extersive involvement in Indian affairs, much of this giving has
gone ‘to_political lobbying and to legal activism through orga-:
‘nizations such as the Native American Legal Defense and Edu-
“cation: Fund. Defining and extendmg the power, of Indian tri-
‘bal governments and tribal legal institutions: has been among
~ the efforts: funded  for the purpose of cmpowenng what in
" many. negards has been: thc most powcrless scgment in Amen—
- can society, - o e
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 —Institutional rq)‘bm In the past- decade philanthropy, has.
supported efforts to. reform major institutions and to- he]p es-.
tablish nghts and procedures to pratect the interests of mem- .
bers or inmates of such institutions.’ Prison reform_ efforts, for .
cxamplc, have resulted in the elimination of some. of the more
blatant brutalities of prison life and in introducing. an element
of due process in the handlmg of prisoners.- Funds’ that. have
gone to advocates of military justlce have been. successful in
halting the mdcspread practice of i 1ssu1ng less than honorable
discharges, which did not entail ‘as stringent legal procedures as
did dishonorable dlschargm but W’thh often had the- same ef-
fect: they could, wreck a: ‘veteran’s, career or severely restrict: his
job' opportumtles. ‘While, most. phllanthropy for. mstnutlonal_
 reform has mvolved p‘llbllc institutions, 2 notable ‘success'in
‘this;area. was centered on a private one, the Umted Mine

Workcm umon Foundation support was instrumental in. the -

successful eﬁ”ort to. rid the umion of a: deeply ‘entrenched-and
corrupt leadershlp and mtroduoe a rcform-mmded admmlstra-
tion in its place

~Asthe Gommlsmon s report on phllanthmpy and the powcr-_
Jess ‘notes,  giving for “all such ‘purposes amounts to a- small
peroentage -of ;ow,rall giving, a grossly madequate amount, 'in.
_ some eyes, in hght of the needs and the challenges; involved. By '
one estimate, less ‘than orie per. ‘cent of foundation: giving id
1972, 1973. and ‘1974 went speclﬁcally for' the beneﬁt of, social
and ethmc minorities. And in: a“paper for the Comrmssmn_
entltled “Who 3 Fundmg the Vt/omen s Movement" " the an-
- swer glven :s “that very few msutuuonal phl]anthroplc sources
are. A’ survey of, feminist orgamzatlons found that only around
twenty foundatmns and a dozen ' corporauons were fundmg;-
such groups a.nd those that were doing so were doing it at low
levels.In 1972 through 1974, it is estimated; less than one fifth
~of ‘one per: cent of foundations' grants went to, “prq]ects “de-
slgned to improve the status of women, > The conclusion ‘of the -
paper is that athe wormen’s mmrement has been a.lmost enurely-
- shut out by the. phllanthmplc 'establishment.”* - '
At the same: nme, some femlmst orgamzanons havc had:

*See comment by FRANCES T. FARENTHOLD, GRACIELA, ouvmez AND
ALTHEA T. L. SIMMONS, page 197. : :
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better success in ra.:smg moncy by direct mail solicitation, So
~ whilethe amounts of money gomg o' such causes may. be seen as

: madcquatc—or, in some eyes, as excessive because of the social
. 'fm:tlon involved—the changes being scught almost surely would
. besloweri m cOmmg, if ever, were 1t not for thc practlcc of pxwate

voluntary; gmng
. Lo NOT KEEPING PACE

“In hght of the oontmumg, mtal role of pm'ate g:mng' for pubhc
purposes in Amencan society, one major fact about’ ph:lanthropy
that stands out in the Commission studies should be a matter of
considerable concern to Amencans It is to the Commission. This
is the evidence that while pnvate gwmg is still large in the United
States by companson with other countries, and while it has grown
continuously in current dollar: mcasurements ever since estimates.
of plnlamhropy have been oompﬂed it has ot kept pace with the
growth of the ¢ economy over the last’ decade, and'in constant,
uninflated dollars, it has fallcn off absolutely in the !ast few years.

As noted earlier, measuring philanthropic gwmg isa complex.
and 1mpcrfcct art. While the federal government kccps tabs on
1tem1zed deductions'for giving, two out of every three taxpayers
use the standard dcductlon and therefone incliide no specific
account of chantable gwmg m their tax retarns. Vanous means of
csumatmg undcclared giving. have developed in recent years,
however,.and even by the most optimistic estimates,  those put’
together annuaily by the American Association of Fund-Ralsmg-_
Counsel, total giving 'has declined almost steadily as a per cent of
gross 1 nat:onal produét since 1969—from 1.98 per oent then to 1.80
per cent in 1974,

‘Ralph L. Nelson, an economist at Quocns Gollcge, who has
made several independent studies of philanthropic giving' for the
National Bureau of Economic Research, the Carnegie Corpora-
tion and the United States Census Burcau, comes to even less
~ promising conclusions in a study for the Commission. Amung his

findings: “The evidence seems to.point quite consistently to the.
conclusion that, in the. twclve~ycar penod from 1960 to 1972,
private philanthropy’s share!of ‘the American economy exper—-
-ienced considerable shrinkage.”
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‘Nelson’s studies indicate that giving by individuals, in par-
ucula.r, the cornerstone of private support;for nonprofit organi-
‘zations, has failed to keep up’ with - gross; :national ; product ‘or
- personal income for a number.of years.: i As'a: proportion ‘of
: pcrsonal income,  Nelson “calculates; giving:by individuals-has -
dropped by about ‘15, per cent ‘between '1960:and 1972, from
1.97 per cent of personal income in 1960 to 1 67/per cent in 1972,
- A refinement on this barometer that mlght‘be said to-better
" meastre: the degree: of personal. sacrifice’in giving is tabulated
by the' Treasury Dcpartments Office of Tax ‘Analysis. In'a
table that' looks at tax itemizers’ ““net contributions”—which
- are defined as contributions minus the reduction- in-: federal
~_income tax that donors receive because of the tax deduction for
these! contnbutlonsmgmng is scen as dropping from' 3.47 per
_ccnt of ad_lusted gross mcomc in 1956 to 2 10: per ‘cent m 1970

3_,.~:'_

Reasons for the Declme .

Why has there been at least a relative falloﬂf in gmng—by
vxrtually every reckomng'r' The ravages of inflation and' recest
sion 'no doubt ‘account for a gnod deal of the recent decline, In
the: Commission’s survey of giving, the most frequent explana-
“tion by those who gave little or nothmg to philanthropic causes .
was, not surpnangly, that thcy did not feel they could afford

" to give. Yet the problems of the economy do nothing to ex-
plam ‘the 'slugglshncss, at best, of gmng in the boom yea.rs of
the sixties' and early seventies.

“Declines in the: largest: category of donatlons—to rehglous

: mstJtutlons—account for a sizable. pomon of the decline in

. poverall gwmg Rehglous contributions: dropped from 49.4° per
~ cent of-all giving in 1964 to 43. 1 per cent in 1974 accordmg to

- the Afnerican Association of Fund-Raising Counsel, a falloff
that is quite expectable in hght of the fact that church atten-
danice has declined about nine per cent ‘since 1958 and enroll-
ments in pamch:al schools, which! have' traditionally received
about 15 per:cent of mhglous giving, have dropped oﬂ' by one
third from their. l’ugh point in 1964-65. - :
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- As noted earher, iow- and mxddle-mcome contnbutors pro-

: vlde the bulk of. donatxons, and:itis sxgmﬁcant that in terms, of _
* net contributions—or out-of-pocket costs once tax- sa.vmgs are.
- calculated—it: is. in- the: $10,000 to $25,000 income. range that;
giving | has fallen the most in.recent years. ‘This is not necessar-
: 1ly bccause those whose mcomes havc stayed within. that rangef
increase ‘in. average incomes “in the penod studled (1956 to
1970). and the' possibility that” many of:the large: number; of
taxpayers- ‘who newly arrived in;the $10, 000.to $25, 000 moomeg‘
range ‘may;-have lagged in expandmg their. glvmg from: what;
_they were-accustomed to contnbutmg at lower income levels. .
‘Taxiinducements to giving are examined later in this reporL.
Increases in the level of the standard deduction i in recent years
" may have had some deprmng effect an giving. In theory, at,
least, they should have lessened the impulse to give, because
charitable contributions are not deductible if the standard de-

" _ duction is claimed in place of itemized deductions. -

Are other, perhaps. profounder- factors at work as well m\
diminishing the level of giving? Although it is not easily tested,
one distinct, possibility is that because the. scope of govemmentf

~ has expanded and continues,to expand into. arcas - that are
- principally identified” in the .public eye with’ phllanthropy,
Americans: may. be less inclined to feel that giving for, publtc :
‘purposes ‘is important. They may feel that government is al-
ready taking care of much of what they are asked to contribute
- to, or that it should. In :ntewlews for.a series of" Commlssmn_'
. Teports on phllanthropy in ﬁvc American cities, a United Way
* fund raiser in the San Francisco area cited such.an attitude as
the reason for, resistance. to giving by one. professional group..
- “A lot of. doctnrs,’? she said, “still tell -us, ‘I thought the govern- .
ment was’ domg all that sort of- thmg now: What are my taxes-
going for? ”-
At the same time, othcr ewdcncc suggests that whlle the:
" level of giving hds declined, the spirit of giving. may not be.
waning: so much as changing its Dbjccts and. ob_;ecm&s as it
has'done in the past. A Gallup poll in 1972 found: that 71 per -
“cent of Americans said that they thought pnvate giving was ag
important as ever or more so. And successes in regularly raising.
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large sums of money by many new and some not S0 new.
organizations—from United: Ways' to: Common Cause to ‘the -
National Rifle Assocmtmn—mdncate a willingness by Amen-
cans. to pnvately, voluntarlly support nonproﬁt causes ‘that .
‘theybelieve:i in and that they! ‘feel. ‘depend on’ private support.

. Indeed, "in" terms of volunteer time given; as contrasted to

- financial support,. there has been an impressive increase in re- -

cent years on both relative and absolute.scales. ‘According to.a
1974 Census Bureau survey commissioned by the: govemment s .
- agency for voluntary service, ACTION, nearly ong- out of every
four Americans (24 per cent) over the age of 13 does some form
of volunteer work as compared to less than one out of five in
- 1965=the ﬁndmg of a Labor Department survey that year.:Not
only are more Americans contributing time and Iabor, but they.
are contributing more of it. In 1974, 63 per cent of those who
said they did volunteer work estimated that they. did*more
than 25 hours of such work a year. In 1965, only 54 per cent
sald they did as much volunteer work, .
- Financial support; for, that matter, has held its.own in most -
nonmhgtous areas, at least until the last few years of national
economic dlsan'ay, as previously noted, much of the overall
- decline in giving is accounted for by a dropoff in veligidus
~ contributions. Two relatively new categories of secular giving

inthe compilation by the' American Association of Fund-Rais- -

‘ing Counsel—Arts and Humanities and Civic and’ Public giv-

‘ing—have grown faster than the economy. In the process, they

have been claiming an ever larger share of the phalanthroplc
dollar over the last decade.

. Giving, in other words has hardly remained static in cnher
_ its destinations or motivations, /The: graph on- page 74 shows
- the relative shifts 2 among broad categones of recipients.over the
past ‘third of a century. Giving has shifted- even more than
indicated because the graph does not show shifts. ‘within cate-
gories, which in such vast and arnorphous ‘areas as social wel-
‘fare and. health have been very sizable.. However the fluidity -
of giving patterns is still evident. '

Whether recent trends will continue in the same dlrectlon or .
themselves. will shift, as they have done in the past, or will be
- joined by major new kinds of recipients remains to be scen,
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and in part to be guided by. governmcnt tax polv:y, whu:h as
‘this report later examines can influence both the amount and
direction:of contributions. But the likelihood that charnges are
in the making is the.one constant about: phllanthropy that can
probably be counted: upon,.especially in a day. when very little
on the social landscape appears to"be-standing- stillifor. very
long. Some of these shifts are hkcly to be painful to nonproﬁt
areas that depend on recent or, in some cases, Iong-estabhshed
patterns of: phllanthmplc giving, ‘but ‘the’ very prospect’ ‘of
change can ‘and should ke regarded as one of the strengths and
* vitalities of private giving—the fact that giving is fluid and
adjustable . enough to. reflect the inevitably shifting patterns
and priorities of any society that is itself strong and vital and
responsive to-the free choices and mclmatmns of its’ members.-
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THE HARD ECON@MICS
.F N@NPR@FIT AC VITY

In the mldst of an economic downtum more: severe than any
since the Great Depression, two headlined news stories were
among those: that seemed to epitomize the economy’s dtsarra.y
In the sprmg of 1975; the Ford Foundation announced that it
was cuttmg its staff and its disbursements by half: follomng‘the
fall in value of the foundation’s assets by: one ‘third:; Aifew
foonths earlier, Harvard University was reporied to be “brac-
mg for hard times.” Layoffs for ‘the/Ford Foundation:and hard
times for Harvard University? The nation’s largest foundation,
with assets of two billion dollars—down from three hillion—and
our most abundantly endowed university--holding more than a
billion dollars worth:of assets—probably symbolize in many
eyes the very essence of institutional ﬁnanc:al sohchty, even.
opulcncc And if they, were in trouble . ' ¢

“‘But if these particular bits.of: eoonom:c bad ncws may have
surprised many. readers or only affirmed their gloomiest ‘appre-

- hensions about the course of the economy, the: difficulties of -
the Ford Foundation and Harvard University hardly repmscnt— .

- ed-a sudden and novel development in the' common- terrain-of
the two: large institutions, the nonprofit sector. The sector has -

been in financial trouble. for years. ‘Pushes and pulls of.econo- .'

my-wlde inflation and recession have certainly intensified the
sector’s problems. Plunging stock prices.eroded endowments,
- such -as the: Ford Foundation’s, and. recession has ‘inhibited -
- private giving. Meanwhile inflation has sent expenditures soar-
ing, putting even' greater strains on depleted revenue bases.
Among the many tolls of inflation: fuel bills at some universi-
-tles ‘and colleges have tnpled within a matter of a:few years:
Laments- about economic and financial difficulties have, -of .
course, been heard 'thmughout the economy. in recent years;
- the voluntary sector has, hardly been alone in suffering the

79



' strams of inflation and recession. Snl] mdlmtmns are that the
economic maladies of thé nonpmﬁt sector mot ‘only rcﬁcct"

- economy-wlde strains. but are also the result of dynamlcs en-

- -demic;to the nonproﬁt sector in particular. In fact,-the finan- o

- cial: dlﬂicult;cs of many parts ‘of the- nonproﬁt sector._were ‘@’
matter..of: growing concern’ even in the midst of general pros-
perity: In the: late 1960, for instance, when the economy was
booming, . one ‘survey of the’ philanthropic landscape - found -

" matters bad and probably. gettmg worse.*‘Even as’ tlungs stand - |

-nght now,” said" this report,* “many,. phllanthroplc institutions

are a]ready lmng with an. acute ‘financial ~crisis, ‘and’ if - things

. goonas they are without remedy, the-crisis will becomie all the

" more acute in the future.” “That’ thmgs were: expectcd togoon

as; they were was .indicated: in. a: concludmg passage of the
- report:.” .. Without important hiew. sources; . of funds amount- -
~ ing to many “billions of dollars, our- soc1ety will feel: the. full -
- force ofwhaé can be cailed the’ chantable cnsm of the 1970’ P

P

Fxnanmal Crxsns

Now, in: the mld-’;'O’s, acute crisis’ does mdeed appear t -

_ descnbe the state' of many parts of the nonprofit sector; exis- -

~ -tence of: whole . areas : within the sector - may; be threatened. -
~ Headlines: reguiarly document this dire prospect, and’it is the
- ‘common. theme' ofi the reports this. Commission . has reoewed_ :
'from experts in-the many different areas -of the nonprofit sec- -
or. “During the last several years,” writes Hans H. Jenny, viee.
' -presudent of Wooster College:*‘beginning some time in the.late
1960, hlgher education finatice has suffered a gradual deterio-
ration in both public and private sectors.”> The severest deterio-
‘ration” of all among institutions. of. higher learning has been
~ suffered by the private: Tiberal- arts college, so much so-that,
“according to one Commission report, “to talk.of the liberal arts
-college s -disappearance . . . is not: to indulge in idle specula- .
tion.” Indeed, around 150 private colleges have already; disap-
- peared, shut down, since 1969, :Another area of nonpubhc edu- -
cation, private. pre-college schooling, may be ‘in: even worse .

. ‘shape ﬁnanc:ally‘ “In-the long run,” says ‘a-report on- this’ area,
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“if the economic trends continue, the vast majorlty of nonpub-'
licschools seem doomed,; the: exceptions being schools enjoying
" the support of the well-to-do or heavy. subsidies from a few
remaining rellglous ‘groups with . conservative- theologles or
. strong’ ethnic cmphams.” In fact, although ‘the situation may,
“have stabilized in their. regard of late, parochlal schools whml'l_ ’
account for, the large majority of private primary - ‘and. secon-
 dary, institutions, have:already; been closing thc:r. doors by the .
hundreds. around : the. country-in recent years.. -, . _
Nonproﬁt -arts orgamzatlons- have similarly boen in ﬁnancml
- trouble. for a: ‘nimber of. years on. ncarly evcry front,. from
symphon rchestras to. museums. Social’ service: orgamzahons._ .

' have’ bcen': lashing: their budgets and reducmg their staffs in-

order to stay afloat, or in;a. number of cases have gone out of '
busmess completely - : '
Not all nonproﬁt groups, of oourse, are suffenng financial
: problems, and .indeed a broad area of smallscale nonprofit or-
ganizations on, the frontier of nonprofit activity. have. relatively
~ minute. budgets and modest fixed costs and, if theyihave prob- .

lems, they tend to. thmk of them more as_political than eco- .
nomic (see Chaptcr VII) Still, much of the traditional, hlghly S

institutionalized. part.of the nonproﬁt sector is in trouble, . m
.many cases, profound trouble. © |

~:+'The sluggtshnoss of pnvate gwmg, _exammed in'the. prev:ous :
chapter, is c]early a_factor in. the economic plight of many -
“nonprofit : orgamzatlons ‘Erratic government funding has:also
~accounted for financial strains.in some areas of the nonprofit

sector. ‘Colleges’ and  universities have - built up facilities and.

staffs'in response to govemmcnt programs, for-i mstance, Only to
find: fundmg for some programs. drastically reduced within a
few years of their, initiation. But the revenue sidé:of the sector’s. _
financial ledgers tells only part of the story. The other part is -
-about, cxtraordmary increases in expenses, many, of which ap-
pear to be beyond.the control or. limitation of. nonprofit causes,
some; of which seem to- be part of the spemal eoonomm of
nonpmﬁt =alct;w1t3.r e . N

81




RISING COSTS

' A major: factor in nsmg expcmes is the fact that the costs of.
‘goods and services used in nonproﬁt activities have been going:
up sxgmﬁcantly more rapxdly than in the! economy asa whole,i
for a number ‘of years. Nonprofit health ‘institutions, for ins
stance, have had: to. contend Wlth the ‘harsh. fact’ of ‘economic;
life that since 1960 medical care costs have risen half; again’ as
fast as consumer prices in. general. Higher‘éducation'costs simi-
larly rose -about. 76 per cent ‘between 1963-64 and. 1973-74;
oompared to 49 pcr cent’ for ﬂxe economy-wlde cost-of—llvmgr
index.” © - :
‘An overall estimate of thc rate of mcreased vosts of all’ chan '
table - nonprofit services: has been made by ‘economist -Ralph'
Nelson; who has calculated price rises in- -various special -areas
of the nonprdfit sector. From 1960 to 1972, hé figures, or before
doublc-dlgit inflation sct in for the economy.as a whole, the:
annual growth rate in prices for the nonpmﬁt sector ‘was more.
than 4 per cent compared to 3 per cent for the whiole economy '
~ “Some | measure ‘of how this rise in pnocs has'eroded:the: pur-
chasing power of nonprofit revenues is given in’ ‘special price-
deflating calculations by Nelson. The standard way of, looking:
at the trends in philanthropic funds from year to year has been
to deflate moncy figures by the same proportions that the con-
sumer price index or the gmss national product is discounted:
in 'order ‘to. abstract ‘out price rises that do not reflect “real”
economic changes. Yet such’ mathematical adjustinents fail to'
‘reckon with the fact that costs in nonprofit activity have risen
_ sngnlﬁcantly faster than in the't cconomy as'a whole: In order to -
- takc account of these steeper pnce rises, Nelson deflates private -
giving acoordmg to different price patterns in different hon-
_ proﬁt areas. His conclusion: instead of doubling, as-private
~ giving has done in inflated dollars, or rising by more than half,-
which is the picture that emerges when the usual, economy-
. wide deflation factor is applied to philanthropy, total private .
- giving increased the purchasing power of philanthropic organi-
zations by a very modest 28 per cent between 1960 and’ 1972, .
- from $9.3 billion to $11.9 billion. By comparison, in the same
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period of rapld economic growth gross nat:onal product in-
~ creased more - than twice as much as private phlianthmplc'
_ funds in: real purchasmg power-—by 62 per cent. = .

Thc Cost of chg “Labor Intenswc

Wh)r has thcre becn a slzabble, and from the: standpomt of '
many. ‘nonprofit’ institutions, debilitating dlﬁ'erenoe in price
changes between the nonprofit sector and the economy as a
whole? The most frequent explanation is that much nonproﬁt .
activity is. oomparatwcly “labor intensive”; because it is.in- .
~ volved mamly in the provision of services rather than the man-
ufacture of products, the nonprofit séctor’s primary resource is
- human’ labor.- In. higher ‘education, for instance, up to-85 per
~ cent of the budget ‘goes to salaries' and wages. Arts organiza:
tions typically devote: well over; half of their budgets to person:
nel costs. Forthe theatre, the ratio is 62 per cent; -opera, 66 per
cent; symphony orchestras, 77 per cent; ballet, 62 per: cent.
The high ‘proportion of labor usage by nonproﬁt services has
meant more steeply rising prices partly: because labor costs. in
general have risen faster than other prices in recent decades.
Moreover, ‘while many industries have been able to-dampen
the ‘impact of higher labor costs by: mtroducmg labor-savmg
tcchnology, the nature. of much nonproﬁt activity is such that .
it does-not lend itself'to such economizings. A 1974 Ford Foun-
dation study on the  performing ‘arts explains the strains this
limitation builds into the economics of phnlanthropy “The lev-
el’ of costs is set. by the general economy,” says that study,
“whith is based on an industrial technology that enables cut-
~ put per manhour to increase steadily. But the tcchnology of
- live performance ‘has noequivalent capacity to increase pro-
ductivity. ‘A play or a symphony written two hundred years
ago still has to be handcrafted: by the same number of per-

formers worl-ung the same length ‘of time as ‘they did-at-its

prem:em ' Much the same ¢an be said for.seminars or medical-
examinations, soclologlca,l rescarch or family relations consulta-
tions, can be said, in effect, of much of the largc array of o

services that nonpmﬁt organizations provide. - '
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-Not only, is the nonpmﬁt sector less abie to save on labor.
-_costs, but: the wages. and salaries it has, to pay probably have: _
_risen faster than' other wages and. sa]arlcs in the economy. This".

is' so in part bccause ithey have risen from a lower base: work
for - nonprofit orgamzat:ons has: tradmonaily “been paid fless
than' cumparable work In’business or: govemment ‘But because
- of unionization, an. increased ‘minimum: wage, and other fac- -
tors, the gap. hetween the third 'sector’s wage and’ salary rates
-and those of the: other two scctors has narrowed R

The Costs of Complex:ty

More d:fﬁcult to put a quanmatzve ya.rdstick to but per- o
 haps just as nnportant in boostmg the costs of. certain areas of -
- the nonprofit sector.is the increasing. complexity of; i many. of the -
- social ‘and scientific problems'and solutions that today. concern
nonprofit groups.” Dr. John H. Knowles, pmsndent of . the
Rockefeller : Foundation, cmphaszzed this factor, in. testimony
before the Senate Finance Committee, in the course of talking
about the: economic problems of nonprofit. institutions. . He
spoke of “the- complexities of a glvcn social problem today
the complexities that face service: organizations in educatxon,
health,; transportation,. day, care, welfare reform; the plight of -
minority.; groups, you name it. Now in. contrast to. _perhaps
‘twerity ‘or thirty years ago when one individual rmght be; able
10 encompass this, researching the- problems and trying to give:
us sufficient information to solve prob]cms, today the problems:
-are of such complexity that they require larger teams:of inter-
' dlsmplmanans or mterdnsc:plmar)n work to resolve in a rational

fashion the complex issues that face us. Twenty or thirty years |

_ago we could. support: research on the development of the’ yel-
low fever vaccine which might have involved-a small ‘group. of
people. Today we have to support that same number: ‘plus-a.

goodl)r ‘numbeér of economists,: political: scientists, cultural an- -

thropoiogzsts to help. us determine how we can use that mfor- _
- mation here and around the world, recognizing that. there are -
- social,-economic and cultural determinants to the use of knowl-
'_edge that we’ gamcd today ‘that ‘are’ much more heavily .in-



volved in' the, successful amehoratmn of: human mnsery P
i A Commission- report on- phllanthropy in the health field
' sumlarly finds ‘that: in‘recent years there have been- “devclop—' '
ments. in’ medical scienice which. added. tremenduusly to the. cost
-of medical research, education, ‘and care.” The. report explains:
“The- developmcnt of more: oomphcated diagnostic;and ‘theras
peutic proccdums carned out: by new, types of medical spemal- .
ists, assisted. by ‘substantial numbers of technicians, heav:iy in-
creased the cost. of doing medical care, research. Spec1al facili.
ties, expensive equlpment, lengthening training programs have
" become a necessity, in modern ‘medical ;research., Along w1th_' _
this, medical and health: pmfcsmonal education unproved and
j'mcreased in duration and: expense, as. did the- need for. added -
investment:in: bmldmgs, equipment, faculty, and. studcnt aid: -
Inaddition, hospitals and. cllmcs greatly expanded the quahty"’
“andiscope ‘of - their services . .".™
Many ‘nonprofit orgamzat:ons, in other words not only haye
been unable to economize by reducmg labor. costs but: actually" '
face the need for more resouices to tackle the same problems;.
as: those. problems™ ‘complexities. have become more apparent
: and the tnols for dealmg wtth them more sophlstlcated.

The Morc Successful the. Greater the Deﬁmt _'

Another expenswe aspcct of. thc economics of nonproﬁt ac-
_twmes is ithat. many . of these activities do not readily: lend
themselves to economies of scale. And this. is the basis of, a'

costly. mony the more successful - phﬂanthropxc ‘pioneering” . .

has- heen in .terms. of: reaching. more .people, the greater the .
operating . deficit- faced. by. phllanthmplc orgamzat;ons, or in’
many cases whole. phllanthropxc areas, - ;

- Underlying this irony is the fact that phllanthmplc semoes
b'y their very nature: and. philosaphy rarely. pay for.themselves.
One of the principles central to much philanthropy is the idea
of extending help or cultural enrichment to-individuals. regard-
less of their ability to pay, for. it. Therefore, while many ph:lan-
-thmpically supported services have users® fees attached to
them, in’ vt:ry few cases do these fees begm to cover the full.cost:
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of supplying the services. Tuitions cover. two thirds of the costs.
ofieducating a student, at best.: Earned income in the perform-
ing .arts, most of it ‘from. tlcket sales, covers one half. to two
 thirdsiof costs; dcpcndmg on the art form. Admissions to muse-
ums. account:: for:only one -third of operating - cxpenses +Non-
profit medical care is one of the few nonpmﬁt services-that, in
‘recent years, and in hmxtcd c:rcumstances, is paid for nearl}r in
full by its users:. ST
- So ‘the’' more: users there are theimore unmlmbursed expenscs
are. mcurrcd -And:-because there: arer few economies - of scale;,
there are: few counterbalancmg savings thmugh lower per-user
costs -of operation.' This aspect of. the ‘economics’ of nonprofit
activity} has been’ particularly. significant in recent: -years—and
has contributed heavily to the financial strains of thcrnonproﬁt
sector—-prccmel}r because of the: extraordinary “success” of pto- s
“neering in-expanding the ranks of users of nonproﬁtr services.
Spurmcl by a rapidly growing population and even: more rap-
- idly:growing- gross: national product, higher education. enroll-
ments ‘doubled :during the 1960’. The sixties were. also ‘the
decade of the “culture’ boom,” in which arts activities flour-
ished and spread widely, in 'many cases because of- deliberate
“outreach” programs, Health: care orgamzatmns and facilities -
multiplied, too. And with this expansion, nothing spread so
fast and so hugely as the need for greater revenues to fill ‘the
" broadening gap between user payments and operating ex-
penses. While some of this demand ‘hds been abating as the
population - structure changes and: becomes less youth-heavy,
and as the economy as a whole has, at least temporarily,
stopped ‘growing; the'expansion of ‘nonprofit.services continues
to take its toll, In'areas such as education, ovcrcapaclty may be
beginning to outweigh the direct burdens of: expansion itself, as
some institutions find they have built new high-overhead class-
rooms and have fewer stidents to fill them. In these: cases, a
devastating double-barrelled economics is at work: the strained
finances of acoommodatmg what was a stcep inerease in' the
number of users are built into institutions in the form of in-
creased. plant and payrolls, while today there are actually fewcr
users to help pay the: bills. -~
Fmally, new philanthropic:groups wlth new purposes have'
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sprouted or grown large iin recent years to “compete for what
limited philanthropic: resources there are—groups oriented to-
_ ward urban’ and'Yacial’ ‘problems; envxronmental and’ consutner,
organizations, and other politically dnd legally actmst groups—-
~ all with their own appeals:for support,

-All ‘told, the’ prevmlmg financial’ pattern | of the nonproﬁt
sector has becoine! otie of unoommonly hxgher ‘costs, more! re-
- sources required: for old problems and' new solutions, more: us-
ers needing greater aggregate subsidies - for traditional:. ‘services
and new, less traditional groups adding their clairi to iheiphll-
anthropic’ ple "And’it" has been, in terms of| private support, a
- barely growing pie: -all this time, not growmg at all ‘of late. in
. terms of the real purchasing” power of pnvate contnbutnons.

This is the pattem that underl:es ‘the very real financial diff-
culties-~*“cxisis” is no hypcrbole .here~of the phllanthmplc
world. The question; which has been pamfully faced by many,
organizations’ ‘within® the ° nonproﬁt sector, - partlcularly the'
larger, more traditional ones; is'whether there is any recourse
but to turn increasingly to government to allay the: crisis. -And
the question that should-be faced: by the American’ pubhc is
what the 1rnplxcatlons, the challenges and the hazards of this
direction may. be, in terms of the people served by these. organi-
zations and in terms of the broad plurallstlc value of. these
orgamzatmns to. socnety asa. whole : :
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. ._ IV L e

THE ST;}&TE AS A"
MAJ.R “PHILANTHROPIST”

“Thus far, nclther thc shllhngs of thc workmgman nox' the
gumeas from-British- business have markedly relieved. the pres-
sures_on’ philanthropic agencies. Of infinitely greater conse-
- quence has been the emergence ‘of the state itself. as a major
plulanthroplst and benefactor. of:the voluntary: service” ..

. ‘This assessmient of: the course of British philanthropy,- made
- in the mid-1960’s in.a seminal work on the subject by David

- Owen of: I-Iarvard University, - appllc.s in essence to American
philanthropy iin’the mid:1970’s.:In recent years, government
has- emerged in-the United States as a major-“philanthropist,”
the major . phiilanthropist in a number of the pnncxpal tradl--
tional areas of: philanthropy, - .
- By most definitions, including the. Commlsslon s, the govem
ment does not and. cannot literally, play the role of. ph:lanthl;o-
~pist because part of the basic definition. of- philanthropy: is its
- private, nongovernmental nature. Yet as.a funder of nonprofit
_ organizations and activities, gavernment ranks, figuratively at
 least, as a very, sizable: “philanthropist” indeed. In;1974, ac-
cordmg to the Commission’s estimates (see P 35), govemment'_
funds-accounted for.about $23_billion of the revenues. of ‘non-
proﬁt orgamzatlons compared to around $25° ‘billion from all
_private sources of giving combined. At the same time, .govern-
- ment has absorbed,: and probably will continue to :absorb,
many, philanthropic : functions or- scmoes, either through the
spread ‘of. public institutions and agencies that are counterparts
of private organizations or through social programs that render
. certain. phllanthmpxc functions and services obsolete or, redun-

dant. = . e .
Government’s e:xpandmg role 2s 2 “phllanthropl"t” is mugh- _
'.ly indexed by -the growth rate of ‘government . non-defense -
: _spendmg as comparcd wnth pnvate gmng -In_current dollars,
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such expenditures at all levels of government quadrupled from
- 1960 through 1974, while giving increased two and a half times
" in the same penod ‘Government’s- non-defénse spending has -
" ‘expanded in the. process from nine times that of phlla.nthmplc .
giving to fourteen and a ‘half times-as much.

‘The growing rolé of government in phllanthropy—or at least
what have ‘been! considered’ philanthropic purposes—is; evident
at every turn in the nonprofit sector. In 1930, federal, state. and
local govcmmcnts together spent :about as much “as; private

“sources in the area of medical research and health facility con-
struction:: By 1973, govcrnmcnt was:spending three:and.a half
times as much, and this in a health field where private philan-

- thropy has mamtamed one of its strongest thrusts. In medical
and health .spending’as a whole, the’ c.hange ‘hasibeen even

greater. In 1930, the federal government:was spending. on_lly 15

per cent ‘more than. private: phllanthropy In 1973, it was
spending nearly seven times as. much: :
~The .dominance of :government support and pubhc institu-
tions. in: hlgher ieducation has been ‘more’ gradual but-no less
pronounced. For most of American h:story, private support has
been by far, the-most important element in higher education. A
~ study for the Commission by Earl F.: Cheit, associate director
~ of the: Carnegie Council on Policy Studies in Higher Educa- -

tion, notes that a century ago all public funds accounted for

only 10 per cent of h:gher education’s’ income. Tujtion - ac-

- counted for 30 per cent, private giving, 60 per cent. But public "
spending passed private during World War: I, and:today the
relative support of public and: pnvate funds are: a.lmost*cxactly -
the reverse of ‘what ‘they werea century ‘ago, with- tuition,
mterestmgly enough, acoountmg for almost the same propor--
tion ‘today as it did then, midway:between the two extreines.

“The GI Bill, which established “tuition' and- lmng-cost;,- :
allowances for veterans who went to college,: provided the ma-
jor impetus ‘to increased -public spending in higher education.

_ after World"War I1. This student payment’ program! could be -
used at private as well as public institutions, and it ‘helped -
support both kinds of institutions. Meantime expanding enroll--

_ments, spurred by the GI Bill, by prosperity and by a growmg o
collcgc-age ‘population, requu-ed new facxhtlcs So pubhc insti-
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tutions were eularged or in cases such as-the New. York State
University;. system  were wrtually started. fiom scratch to meet
the  demand. Private hlgher education expanded as: well; in -
fact, enrollments today in. pnvatc colleges-and ‘universities: arer_
"at‘an all-time high! But: because of ‘the limited supply -of: pri--
vate funds; private’ h!ghcr education was unablé. to’ grow.: as fast
as publicly funded institutions. Thus, from'.1960 there has been
i gradual decline in the proportion ‘of: private collégesand
universities and a steeper falloff. in the: ratio;of stidents attend- -
ing ‘private institutions. About two thirds of all institutions-of
higher learning  were private:in 1960. ‘Today the ‘proportion is
nearer one half. In: 1950, slightly over one half of ali students
were ‘enrolled .in private: institutions.: Today fewer ‘than one
quarter of coliege and umverslty students go to- pnvate mstl-

tutlons :

| From Prwatc Beneﬁcence to Publlc (E)bhgatlm

Help fcr thc poor, whxch hlstoncaily has been a bedrock
object of ‘philanthropy, has been largely preempted: by govérn-
ment: in:recent decades. This has happened not so much be-
~ cause parallel public agencies have moved in to take the place
of ‘traditional private social service agencies, ‘though such. 'a’
supplantmg has-occirred to some degrec. More- mgmﬁcantly,
immense new programs have been launched and expandedin -
recent decades that ‘have altered society’s whole ‘institutional
structure for, and attitude about, dealing with the problems of
the poor. One observation in-a“study on the Community Ser-
vice Society of New: York: City illustrates the  profound shift
that has taken: ‘place: In the depression year of 1931 the Study
notcs, more than one third of what wasispent for rellcf in the
c1ty was' privately contributed, principally by'a charitable or-
ganization with the now quaint sounding‘name of the. Associ-
ation for Improvmg Conditions of the Poor.’ The assocdiation
has since ‘merged into the Community Service' Sociéty and it
spends far more than it did ‘back-in the -thirties, mamly on
research) éducation and community orgamzatxon projects. ‘But -
'the conditions of thc poor in New: York Clty in the recession
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. year of:1975 depcnded overwhelmmgly on massive govemment'
- outlays undcr mult:h:lhon-dcllar welfam an& somal insurance - '
o ..pmgrams i s - S
. -.The. Great Dreprcsmon was .thé: epochal spur to this. change o
 *The. depression,” writes historian: Robert Bremner, “shattered”

‘the ‘myth that- pnvate chanty: could tide: the: deservmg poor

- over bad times.”"And in so. doing, it became 'the’ ‘impetus. for

o 'shlftmg help for:the poor from an essentially; private, “charita- - |

ble” concern. toia govemment responsibility; from. dcpcndcnoc
~on:the beneficence of private: orgamzatxonsrand individuals to
Ca soc:ety-wlde entltlement to at least-~ a. bare mlmmum stan
dard of. living. :

. As-a-result: of the ravages of the depramon Gongress passed c

.the Social’ Secunty Act.of 1935, which is the basis for a-whole . -
range of federal and state assistance and income-support;pro-
- grams, for the poor, the: uncmployed the aged, the infirm-in
" sum; the main beneficiaries of traditional “phxlanthmpy »F
Emerson Andrews has descnbed the Social Secunty Act asi‘the
~ largest smglc stride cvcr ‘made in bringing into the arbit of
government. ‘those services that were: formerly ﬁrst chargw on
" private. phxlanthmpy :
~-+Some measure- of: thc enm:rnous 1mpact of Soclal Secunty_
g lchslatlon can-be seen in arithmetic such as this: - i
"I 1929, old-age, survivors, disability and health msuranoe_
-did. not_exist.at all. In 1950 some $784 million was spent.
~ under this program, which is. what most.people think. of when -
they say- Social. Sccunty In ﬁscal 1974- more. than 366 bllhon "
*“was; dispensed.. -

., ~In: 1929, 360 miihon was. spent by guvemment on vanousf _

formis, of; assistance--what is generally known as “welfare.”? In
fiscal 1974, the amount was more than $25 billion..

-, ~Private phllanthmpy, by comparison, dlstrlbuted'm 1974- S
~ around $2.3 billion in the whole “social welfare” category, ac-' -

- cording. to esnmates by the Amencan Assoc:atwn of Fund-

* . Raising: Counsel.

The predommance: of govemment in hcalth educatwn, and;_ :
-,_most dramatic.of all, welfare, has been, -regretted and resisted at’

one stage.or another.by various groups within the nonprofit

5 .world On. the other hand this deveTopment can be and has



been Iooked upon as. part of a process that reflects. one of the
ab:dmg virtues of the nonprofit sector, .. _

Earlier; parts of this report-have noted the “p:oneermg mlc '
_ of nonproﬁt actmty ‘and the fact that in some areas;. thxs plo- :
neenng ‘has, in: effcct ‘moved the activity beyond prxvate phl-_

lantliropy’s. capaclty for, sustained subsidization, The process.is -
described by Da.wd Owen in his observatmns on; Enghsh phl- )

problem or gmwmg publlc want ‘but havmg done 'so, it often
proved unable by itself to solve the. problem or fulfill the want.
“As:soon as’ the terms of‘ the prob!em were. accurately defined,”

_ hc found, “it was sccn to he weli beyond the scope of; voluntary
_ agcncles ?.In: more concrete.. terms, the. director” of Atlantas
~ United Way, asked by a. Gomm:ssmn reporter what |thc major
pending : problems ‘of.. that 'city.. -were,’ answered health, youth .
guidance;; emergency funds, day care and rcmechal carc-—al! of
which were once’ ‘considered to,be principally the concerns of
voluntary org‘amzatmns ““But,” ke said, “because of our, mit-
_ed funds, we just.can’t touch them The:yr re too big for us” A" -
mport on; phllanthropy in the Gleveland area takes note, in the
same vein, of.“the ‘arithmetic g'rowth of private sector funding
inits. attempts to meet the geometric gl'owth of public needs,”
"As certain minimal levels of health, education and we!fare
have increasingly come to be regarded as broad social needs to .
be ‘attended to as rights of citizenship rather than as benefits
' chantably and selectively bestowed, the state has. cmcrged as
- the ‘appropriate agency to oversee and allocate’ resources in-
these areas, The point is illustrated in a book called The Wel-
fare State’ published two decades ago, in which it is pointed
‘ot that The New York' Times’ annual appeal | for contributions
to the “Hundred Neediest Cases” was published i in the’ London
‘Times in 1952; accompanied by the commentary that in Eng—

‘land only ten. of the 100 would have had to depend on private =

help. Ninety would hiave had a claim to. the help they needed
as a maiter of right tinder one governrnent program or an-
other. Po:mbly ‘these days almost as many Amencans from ‘that
.old Hundred Necd:cst hst would ﬁnd theu' needs- answered by
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the current array of government ‘health and welfare programs.
“Should govcmmcnt help for the poor continue to change in
"a“direction thatlit appears to be moving, “there would 'bé even
léss ‘central a role for private. aid. This thrust is not toward
hclpmg the: poor per. se but toward-rlddlng soc:ety of poverty
And- chmmatmg poverty is mcrcasmgly seen as a matterof
rcdtstnbutmg income and wealth. What the poor need most of
-ally accordmg to this’ vxewpomt, are ne:ther charitable semces,
govemmental equivalents nor even assurances oﬁ mmlmal stan-
dards of health; education and welfare, but money B
“We' ‘are’ stlll a long way from: guarzfnteed minimum moomes
for‘all’ Americans of course. But ‘a move in this direction ‘was
mcorporatod in the 1975 tax reduction measuré—a small step
toward 'a: ncgatwe income tax, under which ‘people below cer-
tain moome lcvcls receive govcmmcnt moome supplcmcnts m-
- stcad of paymg taxes. If a'fullscale income maintenance - sys-
tem evolves;'the roles of nonproﬁt organizations that are now.
- still mainly concerned with helping the poor will r.nresumablv,ll
change further. It is safe to assume, however,’ that there w111
always be: an 1mportant role for nonprofit’ groups to play in
ﬁllmg the | 'gaps, sometimes’ sizable: ones—at.‘the local level,
among spomal groups, mvolvmg unrecognized: problems-whlch .
the broad often undlscnmmatmg reach of governmental pro-
grams and operations probably will always leavc in aldmg the
_ unable or the unfortunate of society.

Government Fmancml Assmtance

~If a major effect on the. growth of the welfare state has been
to lessen the need for some phllanthroplc functlons, it is clear
that many of these functions—and attendant organizations—
remain. Schools, colleges and universities, hospitals and art in-
stitutions appear to be as indispensable as ever. Government
expansions in these areas have not involved major ‘institutional
changes so much as simply helpmg to pay the bills. This help -
_ is not, it should be clear, for propping up organizations for the
sake of their own institutional survwal it reflects a politically
arrivéed at determination that nonproﬁt organizations to or
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through - which public funds flow provtdc 1mportant public
benefits to, the direct users of the! orgamza.ttons servncos, ultt-
' mately to: soclety as-a whole. ., . - o

Among the many governmcnt programs that havc spmng up
in ‘recent decades. ”to provide substantial pubhc support for
nonpmﬁt activities are the: following:

.. =The school lurich ‘program,  which. relmburses pnvate (as '
well as public) schools. for. lunches served. | '
# -Headstart grants, f'or preschool programs f’oru poor chaldren
: -—Donat:lon of; surplus properttcs to hcalth and oducattonal
msututlons . :
- —Mortgage msurance for coopcratwc nonproﬁt housmg con-
struction, acqmsmon or rehabilitation. -

_ =Lease .or; acquisition by nonproﬁt assomatlons or corpora—
tions of pubhc lands for recreation, historical monuments or
other publtc purposes.

‘=Grants for bmldmg hospttals and for other health-rclated
constructlon, The Hill-Burton Program, which spurred the
constmctnon of hundreds of voluntary hospitals.

.. —A program that provldes full-tim workets pald by govcrn- -
rnent for community projects (VISTi

—Prefemntla] postal rates, under whtch nonproﬁt orgamza-
tions can save as' much as:73 per, cent on mailing costs, .

This sampling only includes benefits or subsidies that go
dlroctly to nonprofit organizations to help support the services
they rénder to the,  public, At Jeast as important in some areas
are govemmcnt programs that help users of nonprofit'services,
users who might not be able to afford these services otherwise.
Among these programs are medical allowances for the elderly
and the poor (Medtcare and ModJcald), which have becomé
major’ factors in the finances of voluntary hospitals. Federal
and state scholarshxp aid has hkevnse ‘become integral to the
: support of private colleges and untvcrsmes. ‘Indeed, ever since
enactment of the GI Bill, student aid has been the principal
vch:cle of federal support for higher education; it now accounts
for. mare than 73 cents of every dollar of federal support to
h:gher educatton, or around $4 billion as of 1973. '
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Dﬂemma Over Control and Flnances

Thls ever mcreasmg amount of 1nvo1vement by govemment _
in’ the. finances of nonprofit organizations prescnfs a'dilemma -
for the: nonproﬁt sector. On the one hand, govcmment money. .
is needed—is a matter of life or death for. many organizations—
as'the number and size of nonproﬁt groups has grown and:the-
amount of; private fundmg has, in recent: years, moved relative-
ly: slowly and even’ fallen off as: measured in deﬂatcd ‘dollars,
On ‘the other hand,’ government money obviously ‘comes- w1th
strings attached, howe\rcr invisible and unintentional” thcy rnay -
- be. The more a private: nonproﬁt organlzatlon depends on gov-
‘ernment money for survival, the less “private” it i¥ g going to'be, -
the less’ 1mmune to the mﬂuenoe of publlc polltlcal proocss&s_
and’ pnontles j

-All the same, government support for much nonproﬁt activ:
ity is an mdtsputable fact of life that must be lived: with  and
reckoned ‘with, The nonproﬁt sector has become an mcrcasmg-
ly mlxed realm, part private, part’ - public, in much the same
sense that’ the: profit-making. sector has—and not -unlike’ the
nonprofit sector itself once was. As the Commission’s hlstoncal-
-survey points’ out, when it came to attendmg to public’ pur-
poses, the lines between public and private’ resources and agen-
cies wcre much less’ sharply drawn in earlier American history -
than ‘they have been in recent decades. In oolomal days, whcn
publlc funds were low, public’overseers of the poor would | [call

- on the churches: for special collections of alms. Ear]y phllan-

thropists often gave or bequeathed money to govemment for
charitable purposes.” At the same time, private orgamzatmns _
frequently, received government money without practical or
.ldeologlcal qualms. Harvard Umversny, like many of Ameri-
ca’s first colleges and universities, started out with government
~ assistance, £400 fmm the General Court of Massachusetts ‘as
well_as private, £400 and a llbrary from- John Harvard
Throughout the nineteenth century, too, it was not uncommon
 for states and cities to subsidize privately run schools, orphan
‘homes, juvenile reformatories, hospitals and institutions for the
handlcapped
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Although tlns practice of public support for private nonpro- .
fit. organizations and the public services they provided was
' -commonplaoe, it was also subject to frequent criticism.. And t
lines: bctwocn public and private services:and supportf shar-'
_pened over. time. So if the lines are bcgmmng to blur again, it
is.in a context of aicertain mutual wariness.. The - burgcomng-.
size’ of government underlies and may- even have intensified in
recent. decades . an uneasiness.in volintary -areas over;public
.support One. survey for the Commission appears to- reflect this
unease.: It: found ithat -among .a sampling. of voluntary sector
leaders, govemmcnt-voluntary relatlons werenthe foremost con-
cern, of those quesnoned RS - e

‘ Seckmgv a Bala.noe

A pcrfect balanoe betwecn a level of govemment oontrol,
. .whlch inevitably.. accompanies government financial support
- and sufficient autonomy by the nonprofit beneficiary- is: per-
haps unattainable. But various methods aimed. at approaching
a balance are emerging as the nonproﬁt soctor s dcpcndcnce on

' 'publlc support grows. ;

- Several- federal;and state fundmg orgamzatlons have sprung
up-in recent years which are appropriated sums: to: dispense
within nonprofit areas, agencies such. as the National Endow-
ment for- the Arts, the National Endowment for the Human-
ities, the National Institutes of Health; the Corporation for
Public Broadcasting and- various state arts councils, Insulated
from daily politics, they operate somewhat- like private philan
thropic: foundations, -although' they -are periodically account-
- able to; and dependent on, legislatures for new: funds, which
makes them more susceptible to political. priorities than are
. private  foundations. In usual governmental- fashion, for in<
stance, they are’inclined to appr‘oxlmate an equal geographlcal
distribution of grants regardless of more intrinsic merits of gran-
tees.: Still, within such:limits, these “insulated” institutions seem
generally to have. played a valuable role. In-the arts, where
_government ‘aid‘is relatively new, these institutions aécount for
the great bulk of public support, and their funding has been at
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least as- bcnoﬁcxal m some eyos as sorne prxvatc sources of
_ support - 3
Another approach to- govemmcnt ﬁmdmg oﬁ nonproﬁt sers
" vices thatgls alrcady widely used in some areaslis to subsidize

‘users of services rather: than' directly fund ' the lservices thems

, selvos. As:noted above, the bulk: of; federal spending in higher
'educatlon is in the form .of aid .to. students rather-than: to.
educational institutions: In. theory, at least, such: -aid- does: not.
mvolve the: govemment as directly in thc policies ‘of institu~
tions, theyond setting: broad gmdelmcs as to what orgamzatxons
qualify for-user aid. : S

A’ greatly oxpanded program of tuition- ald aunedr at nar-

' mwmg ‘the growing gap between public and private tuitions in-
higher education, was proposcd in_early 1975 by the Carnegie
Council on Policy Studies in ngher Education, Under the
" Council’s plan, “tuition equalization. grants” of; $750 a year
would: be paid toistudents, half the money: coming ‘from ‘the
federal government; half from the states. This is the: latest of.
numerous:proposals: for rtuition subsidies. At the -pre-college -
level, similar proposals have been suggested for, supplying cred:
_ its, “vouchers,” to students who would then be: free ito spend
them—at public or private schools—as they see fit. This method "
is seen as the potential salvation of; hard-pressed private schools
 and colleges, especially those ‘with: religious affiliations which"
the .courts have decreced to- be constitutionally. barred from -
forms of direct. governmental aid. Yet all such proposals have
run into-heavy opposition from public education leaders, who:
see student subsidies for pnvatc education as.a threat to pubhc
education systems.: - -
.. As many studies made for thc Commrmon suggost pcrhaps
: the most - effective, and most possible,: insulation of all from
‘purse-string control is to have more than one purse to draw.
from. A private orgamzauon may be totally reliant on public
support and, if the organization’s activities, the social condi--
" tions and the institutional arrangements are right, still main-
tain a significant degree. of autonomy. But memories of loyalty -
oaths as a condition-of. goyernment. funding still are fresh, as:
" are recollections that the institutions that resisted such pres-
~ sures had. private as well as governmental resources to draw on.-
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Moreover, as Chapter 11 notes, - thc day—to-day attitudes of
‘those who direct and staff’ nonpmﬁt organizations are likely to
exhibitimore mdcpcndence i theyz have a source of funds that
is not sub]cct to official or: legxslatwc review, The: presence ofa
- firm: core of private support, however’smali, in a private: orga-
‘nization that:gets major, public_ fundmg can be of u'uczal im-.
portanoc in determmmg whcthcrgthe managcrs of the »orgamm :
tion regard themselves and behavc as independent opcrators or
“as civil servants,. The 1mportancé of private support, in other
words may be at least as great ina mlxed nonproﬁt sector as
in & purely private one, even_if this. lmportance ma)r be at
times, moré subtle, .

anatc support’ “itself, however, it must be recogmzcd does
not fall outside the mixture of public and pnvatc influences,
The-amounts, sources. and; recipients ‘of private, giving are af-
fected by govemment throdgh the tax laws. Indccd because
private giving is so basic to the mdependcnoe of the nonproﬂt
sector, govcrnment’s influence on- gmng—whu:h is by no means
neutral—poses some of ‘the major. issues. to be resolved in the.
broad and.- bmadenmg termix betmen the. t!urd sccton and
govcmment S : o - .\
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| TAXES ANDINONTAXES .

As long as thcre have been ;taxes, govemments ha.ve been'
- able to influence: gwmg ‘and nonproﬁt actmty, by the ways in
which they, have levied,:or not levied, impostsson. donor, dona-'
tion or donec Thc power of taxation has been uged at nmcs in
other lands to undermine norlproﬁt institutions and associ-
) ations. But the predommant pattern throughout American his-
- toty. has been one of growing. govcmmenta.l encouragcmcnt of -
private glvmg am:l nonproﬁt orgamzauon thmugh the ‘tax
laws ) L o

Sy

The Sprcacl of Nonta.xatmn
e
_ {Th:s cnoouragcment has dcveloped in. thc Umtod Statcs pn- _
marily - through a bmademng -and deepening of immunities
- from taxation. Such immunities reflect!an underlying. quid pro
. quo—the belief that ‘society is’ well compensated for tax rev-
_enues foregone because the activities and services thereby aided-
and ‘encouraged are of. beneﬁt;to society. A frequently, cited
Justlﬁcatlon for tax immunities: that affect monprofit organiza-
tions is that government, in fact, would itself have:to supply
many of the services, fill many of the funct:ons, of such: o:rgam-
. zations if: they did not -exist.

Exemption from property" taxes is one of the- prmcnpal im-
munities -enjoyed: by, nonprofit organizations and -also one of
the oldest. Followmg' English precedents, such exemptions have
been accorded in: America to religious and educational organi-
zations since colonial days. Secular. charitable institutions ex-
panded in number and generally became exempt from proper-
ty.taxes in the nineteenth century. Today, every.state has:some
form of property ‘tax -exemption for nonprofit- organizations,

and. excmpt private nonprofit property ‘encompasses no - less -
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than one mnth of all property in the United States, it is esti-

‘mated, and accounts for some $5 blllzon a year m unlevwd tax

revenues.

_ Rchglous, educatlonal chantable and sclennﬁc orgamza--
tions_ have been’ cxempt from federal income- taxes, too, ever:

- since today’s basic income: tax’law’ was enacted in 1913, Cer-

tain kinds of nonpx;oﬁt organizations:are exempt from certain
other. federal’taxes as well: Nonprofit educational organizations
do'not; have to pay: ‘excise taxes on’ ‘purchases of items for their
excluswe fise, Nonproﬁt ‘hospitals and some nonproﬁt educa’
tional . orgamzatlons are’ exempt from' federal" taxes:'on “tele-
phone services.’ Chaptable “drawmgs” are exempt from thc 10

. But poss1bly ‘the smgle largest* tax’ 1mmumty beneﬁtmg the
nonproﬁt sector is a prov151on ‘of “the federal' tax ‘laws that .

_ apphes not to nonprofit orgamzanons directly but to those who
~ give to eligible nonprofit groups and institutions—the “charita-

- 'ble deduction” from personal income taxes. Under this provi-

- sion, the. taxpayer can subtract-a-“charitable” ‘donation from
his or her income before calculating the tax to be paJd Like
*  the tax excmption, ithe ‘tax; deduction’ has expanded in.scope
over: the years, Only 15 per cent of a person’s income was
deductible:when the charitable deduction was enacted in-1917.
- This was inéreased to 20 per-cent in' 1952; to 30 per cent for
certain types of nonproﬁt organizations in 1954, to 50 per cent
for more: kinds in 1969. In: 1974, approximately 30 million
- people ‘used" the chantable deduction, ‘thereby - reducing the

amount: of federal income taxes ‘they otherwise .would have
-paid by around $4 billion and, as Commission studies referred

- to later in this report mcllcate, increasing thelr gwmg to non-

-proﬁt organizations by. at least-as much, .

The long-range trend, in other words; has been one of gener- |
al-expansion: of tax 1mmumty for the sake of nonprofit activity.
A study of ‘tax ‘laws in . other countries indicates. that such
immunity has become of far greater slgmﬁcanoc in size and

_ -scope.in‘the United: IStates than in any other nation. So deeply

rooted ‘is this practlcc in American ways, in. fact, that it would
. appear to enjoy almost constitutional-status- in many. Ameri-
‘cans’ eyes. (Nontaxatlon of: rchglous organizations is:held by
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some legal authorities to be literally prescribed b)r'the Consti-
tution under the Ist Amendment prohibition against laws “re- :
spectmg an: atabhshment of nehglon )

Countermovements -

P .
These are umes, however ‘as th1s report notes elsewhere, in

. which many institutions and institutional arrangements in our

society are being reexamined, and the degree: and - pattern of
nontaxation of charltable _organizations and’ of phxlanthmplc
-gmng is clearl).r among ‘them. Indeed, nontaxation serves. s a
convenient, concrete focus for socnal concerns that have prob-_
ably’ always been'a counterpomt to the adm:ratlon and praise
d1rected at phllanthroplc giving; nontaxation serves as a focus
in’ particular .for: a frequently, evidenced wariness about the
relatlonshlp .of pr:vate glvmg to_personal and institutional
wealth and. power, a wariness that i may well be growing in this
da}' of he:ghtened SOClal sensitivities and broademng egahtar-
lan: sentlments ' '
In any . case, the:re ‘have been a number of mgns in reeent.
: years that tax immunities beneﬁtmg nonprofit orgamzatlons
may, no_ longer ‘be; generally ‘considered above questlomng
- Among the signs is the fact that a number of communities in
the past decade have attempted to_exact property faxes or.
: voluntary payments in lieu of taxes from exempt organiza-
tions that use public services but have not had to pay for them.
Mounting property, tax rates to meet straining municipal bud-
gets have been a.major. impetus to such challenges to the prop-
erty tax exemption. “As'is true. with any tax source,” a Com-
mission -report on tax exemption: bluntly puts it, “the higher
the rate the more difficult to grant a free ride . '
There has been. greater scrutiny of the income. of tax-exempt :
rgamzatlons, too, in recent years; income that flows frorn en-
terprises that are run by, but. are not directly related to the
purposes of tax-exempt entities is now subject to- taxation. At
the federal level, the. four per cent “aud:tmg fee™ tax on foun-
dation income that was[ enacted in 1969 is vlewed by some
mainly as reﬂectmg ‘Congress’s unhappiness with', foundations,
but others glimpse a2 much broader implication, a precedent. -
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GHALLENGING THE CHARITABLE
DEDUCTION

Potent:ally the most serious cha!leugc to the system’ of tax
' 1mmunlt1cs affecting nonprofit “activity concems—dlrectly ‘and
jndnrectly—thc charitable deductien under the federal personal'
income tax, which:influences by far the largest source of pn-
vate gmng to nonproﬁt orgamzatxons, gwmg by zndmduais

* The income tax deduction was. enacted just four years after

the i income tax itself became a permanent fixture of American
life. The ‘deduction was- part of the Second Revenue Act of
1917, which steeply boosted ‘incomé tax rates to help pay. for
Amenca s entry into World War 1. The main tax “principle, or
philosophy, that was articulatedin support of the.deduction at
that time was the contention that the income tax: should be
1mposcd ‘only on consumablc income, " that' the govemmenxl
should not tax the portlon ofa person’s income that is devoted’
to chanty, which was!seen as going to publlc uses and not to
the glvcr’s pcrsonal advantage ‘or enrichment, The * ‘income
definition™ viewpoint remains the principal phx!osophxcal ratio-
nale for the charitable deduction today, and it is subscr:bed to
by a number of economists and tax experts. -

“The cha.ntable deduction was enacted not only. or even pn»
marily as a matter of tax’ philosophy, however, but because of
hard practlcal considerations. It was feared that in- reducmg
d:sposable income, the new steep income tax rates would cause

: upper—mcome donors to cut back on their contributions to in-
stitutions’ that depended on such glfts Senator H. F. Hollis,
one of the authors of leg131atmn enactmg the charitable 'deduc-
tion pronounced this viewpoint in introducing the bill. People,
he said, usually “contribute to charities and educational ob-
Jccts out of their surplus . va, when war comes énd we
impose these: very hcavy taxes on incomes, that will be the ﬁrst
' place where the'wealthy men will be tempted to- economlze
Thcy WIH say, ‘Charity begins at home e
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. The need for private phllanthmplc funds to support major
nonproﬁt organizations remains today the main pragmatic ba-
sis for, the charitable deduction, accompanying the philosophi-
cal basis of the “income definition” rationale. Among the chal- .
lenges confronnng the charitable deduction 18 the f'act that
both bases aref today bemg questloncd . S

Phllosophlcal Challenge :

A major’ challenge to the phllosophmal basis of the ehanta-
ble deduction lies in the contention that charitable giving is
not. that different from other kinds of personal outlays and
therefore should not be treated dlﬁ'ercntly ‘under the income
tax. This viewpoint is summarized in a study for the Commis-
_ sion by Paul R. McDaniel of Boston College ‘Law School. . .
Most economists and social peychologxsts,“ he writes, “take the

‘scientific’ view that charitable contributions are not mmply
individual sacrifices for the public good, but are!actually con-
'sumptlon spendmg .+ . In making a charitable ngt. the: indi-
vidual is ‘seen’ as pumha.smg status, the perpetuation of his
social values, or on a less mercenary level, the satisfaction re-
sulting from doing a ‘good deed.’ . . . And ‘one can inquire-as
. to whether the deduction operates equu:ably as an mcentwe
system to’ mduoe this form of oonsumptlon

Overlappmg this argument in recent years has’ been’ the
riore vigorous and’ somewhat less ‘abstract contention of tax
reformers that the charitable deduction’is not distinct from -a
number of other deductions that have been built into"the in-
come ta.x, and that all of them are wantmg by the. yardstlck of
equity. - '

Acoordmg to this viewpoint, all tax 1mmumt1es are ‘forms of
government subs:dy to ‘whatever activity benefits from nontax-
ation. This is'not a new idea.' A president of Harvard Universi-
ty, Charles William' Eliot, acknowledged and attacked this way
~ of looking at ‘tax immunity a: ‘century ago. “It has been often
' asserted ” he said, “that to exempt an institution from' taxation
is the same thmg as'to grant it money: directly from the public .
treasury. This statement is- sophistical and fallacious.” But the
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tax-;mmumty—as-submdy wewpoxnt has gamed oonsxdcrable ins
_ fluence amorg tax analysts in recent years. It was adopted by
. the. fedcral government in 1968, when the’ Treasury, Secrctary’s" -
~annual report included 'a “tax expendlture” section. This sec-
tion lists the, amoums by which the; government. is seen 0 be
subsxdlzmg various areas’ through forms: of: nontaxation er re-
“duced taxes.In the federal budget for fiscal 1976, $91.8 billion
* was the total ‘estimated for tax expendltures including $4.84
 billion attributed to the personal income tax charitable deduc-
tion (fourth on ‘the list after deductions for state and local
taxes,; for home mortgage mtcrmt costs and, fo:: penslon contri-
butions). - - .
.. Nor is the tax expendmne v:ewpomt I1m1tcd to tax analysts
or govemment ledgers, A ghetto activist in Hartford who chal.
' lenges the pattern of. corporation ‘and foundation phllanthropy
in that city was .quick to.evoke ‘the- v1ewpomt duringan inter- .
view for a; Commxssmn report ‘His position: “These: corpora-
_tlons -and’ foundatlons are tax exempt. ‘Theréfore,’ part of the
* money they spend is my money. Therefore, they. should -have
reg’ulatt:n'},r restrictions placed uppn them' that! will force them -
to meet spec;ﬁc social criteria ;. " The result of one’ founda-
tion’s practices, 'he charged’ latcr was “to use: chantable giv-
ing—a form of federal subsndy—to perpetuatc the eﬂ'ects of past
_discrimination.” .
° -~ When seenias a. form of government sub:udy or expendltum,
‘the chantable deduiction, like other personal i income tax deduc-
: tlons, is.open:to charges. of inequity because of a. pattern_that
~ is, in effect, the inverse of the progresswe structure of the in-
coine tax. The hlgher a person’s income the higher the rate of
taxation under the income tax and therefore the more the’
governmetit forcgoes—or ) spends in the tax-expendlture_
view—for any, portion. of. such income not taxed. ‘In.other
words, the government adds proportmnately more of the subsi-
dy to a high-income taxpayer’s giving and. propomonately less
.to the low-:ncome taxpayer’s. ‘contribution. - -
‘Stanley. S, ‘Surrey of Harvard Law School, formerly Assmtant.
_ Secretary of the Treasury | for. Tax_ Policy, is the foremost pro-
‘ponent of this way of looklng at tax deductions, starting with -
“his advocacy of a tax—expendxture budget while he was m thc

108



Treasury Dcpartment Talking of: thc chantable deduction in a
-Commission dlscussmn, Sumey 1llustrated thc tax-expcnduurc _

L vxcwpomt in-this way:

© - “Let us look at this subs:dy to charmes whlch is gwcn by the-
_chantable deduction. ‘Well, it was a. very. pecuhar subslcly. I’s
~ sort:of an upmde-down aﬂ‘alr As. 'you know, if a person in:the
70, pery cent bracket gives a sum. of imoney;;: he is able to deduct
that sum -of money from his tax ‘base, -and in effect: he is only, .
giving 30-percent; whereas when a. pcrson in the 14 ‘per: cent
bracket gives a sum of money, heis gmng 86 per cent, Orto '
put it differently, ‘if a:$200,000. person ‘gives 10 per cent of his
income to charity; it really costs the government- $14.,000 to:get
- $6,000 out.of that person . . . If:a.$12,000. person gives.10-per.
. cent: of: his income 1o chanty, it.costs the government $324 .10
get: $876: from this. pcrson The charltable dcductlon works just. :
ups1de down Pl
- Ina recent attack on what he descnbed as the dlspropomon-'-
ate : ‘benefit: to. high-income taxpayers of, tax expenditures in
“general, Senator: Walter Mondale included the charitable de-

.duction and calculated: ‘what the effect of the deduction, from .

the tax-expenditure viewpoint; looks like in. aggrcgate terms. .
 Some: §3.8 billion in- tax expendltures he figured, were ‘ac-
" counted .for by the «charitable deduction in fiscal 1974 (hls :

- calculations put contributions to. education in a: separate cate- -

‘gory). ‘Of-this, -66.7 per cent went to families with- adjusted'
gross incomes of more than §$20, 000, representing 14,6, .per cent
of all taxpayers, “The concentration of tax expenditure benefits
_.m the higher .income.. brackets,” sald Mondale, “is.one of the
important reasons .these provisions must be examined with -
great care, If thc federal government. is, in effect, goirig to be
~ spending money to. support. or mward certain actlvmes, '
- must determine whether it makes sense to do so under a systcm 3
‘which prcwldes the hlghest beneﬁts to those with thc hlgh&st-' 3
*incomes.”

. The tax-cxpendltuxe v1ewpomt and 1ts 1mphcanons are. by._ '_

'_no means -universally. accepted.. A major argument’that has -

" been. raised against the whole notion of tax “expendltures” is

- that it implies that all income, covered by tax laws is govern- .
: ment mcncy It is only in this’ light, Jt is mntcnded that. non-
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_taxauon can be seen as a subsndy or expendlture .

- The equity, implications of the: tax-expendlture vmwpomt are
also chailenged by those who argue that the alleged: dlspamy.
of tax expendltures in favor of hlgh-mcorne taxpaycrs is mcrely
 the mirrored ‘reflection of the progressive income tax, which i
structured: agamst them. In other words, nontaxation :of por-
tions of ‘higher incomes because of tax exemptions or;}deduc-
tions is! only higher, can only be viewedias-a greater: govern-
ment expenditure, because the tax rates are set: mghcr for up-
per-mcome levels to begin with.

Pcrhaps the| principal counter-argument to. the tax-expendn-
ture vlewpomt as faras its appllcatlon to the charitable deduc-
tion goes rests: with ‘the “income definition” rationale for. the
deduction. Acoordmg to this reasoning, tax allowances for phil-
anthropic giving’cannot be looked at or measured-in: the:same
way as tax pnwleges for other purpos& because money, ‘given
to.charity is'not an element of income that .should be: subject
to government’s taxing power to begin with. Boris I. Bittker of
Yale Law. School posed “the .“income-definition” argument
against the’ “tamxpendttum“ viewpoint this way in the’ same
Commlssmn discussion in which Stanley Surrey took part: .

. The concept of income is not settled, cannot be settlcd
thc way one can define water as- Hz0 or lay down the laws of
gravity - . . Income is a political,’ econormc, ‘social concept
which takes its meaning from the society in which the term. :s_
~used, in my vnew And there are many definitions of income

But at the very ‘cote of the only definition. that has: the bcneﬁt '
of a consensus, there is a concept of consumption . . . I would
assert that consumption certainly ‘consists of what one spends
on food, ‘shelter:and clothing for himself, his famlly, friends,
what one saves' to pass on to heirs and so on".!. . But 2,000
years of mehgmus, philosophical and ethi¢al views suggest that

. what onergives to charity can properly be viewed ‘differently ..

If, as I think, we have a powerful sense of difference bctwecn
giving to chanty and: spcndmg in other respects, I see no rea-
son at all why in defining income one shouldn’t exclude those:
items like charitable contributions that our whole hnstOry tells
us represent a- ‘special kind of use of one’s funds.” -
- Yet another view that the Commission heard exprcssed by
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tax cxperts was that those who support the charitable deduc-
 tion should have no argument wlth the tax-expendlture views-
- point, but. shcmld be willing to wew tax savings from the chan-
 table deduction as a form- of. tax expendlture and simply assert
~ that, for: special reasons, .associated with philanthropic 'givin’g,git
was a; demable form of tax . expendlture, whereas othery forms
were not necessanly demrable This view in turn__has been chal-
lenged on' the. grou;nds that ito rcgard charitable tax savings as
" .aform of govemment expenditure: is to, iundermme the “in
come definition™. case. for, the: dcductlon, because it means con-
. ceding that the chanmble deduction 'i§ not ﬁ.mdamemall)g dlf-
ferent from other deductions and allowances,.... . . _
. 'The pros and’ cons of the. tax-expend::ure vaewpo:nt eommue
“fo. be: argued ‘often heatedly, as. do its lmpllcatxons for the
charitable and -other . deductlons. Meanwhlle, however, the
'\newpomt seems 1o be takmg anever firmer. hold’ within;gov-
ernment.. The tax-expend:ture part of the Tmasuqr Secmetam :
report ‘was instituted in 1968 by, admlmstmtwe decision.: In
1974, Congress wrote the tax-expéndnure viewpoint into- law:
it passed Iegls]atlon rcq}nrmg that as of 1975 a ltaxmpend:ture
section be included in the federal budget. In all likelihood, tax
- exemptions,® .deductions, . credits—including . those - beneﬁtmg
‘nonprofit, organizations—will be - ‘increasingly ‘scrutinized by
Congress as if; they, were forms of govemment spendmg, what-
. ever the 1mphcat10ns. S B .

Pragmatlc Doubts

_ Alongmde of and perhaps fuelmg, the phxlosoph:cal chal-'
" lenge to the charitable deduction, its logic and its equity, have
been doubts, perhaps growing ones; about the: jpragmatic basis
of the deduction—about the need for the deducnon in order to '
maintain essential organizations. and services. . - -

-That the -deduction ‘was -needed to maintsin- gmng Ieve!s
and that -this giving was essential to.the survival -of-certain -
_major institutions . wasiewdently little  questioned - when ® the
charitable deduction;was instituted in 1917, nor was the. public
- benefit derived from 5thSC institutions: queet;oned Recurrently
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since then, however, the assitmed effectiveness of the charitable
deductlon as ansnmulus 1o glvmg has bccn doubted by experts

......

objects of’ philanthropy, the ne:ed for this gwmg ha.s become a -
‘more. subtle and i in ‘sofme’ eycs may appear tn hc a lcss compcl- :
lnng proposition; - ¢ '
~"Meantime’ the nation: has moved from- v:gorous growth to an
- economy’ ‘of high uncmployment ‘and inflation. Public: budgets
have'been ‘severély strained in-recent years. So the pubhc bene-.
it "derived: from * obJects of* phllanthropy proba.bly tends these
days to be regarded in relative more than in absolute terms; to
be weighed-—along with the ‘tax: costs of philanthropy—against
othetr public benéfits. mcludmg those that have been cllmlnated.
or: ‘restricted- because of govcmment budgct ‘cuthacks, '
. “iCases in recent years in.which- some promment well-to-do
~-Americans’ have pa1d little . of-no taxes 'in ‘support- of: govern-
mental® services, 'inpart- because of deductions taken for chari-
table’ glvmg, “have put: governmental VErsus - phllanthroplc
- priorities -on“the" scales in a'‘dramatic and’ hlghly publicized
‘way thathas probably not enhanced public sympathies for the
. philanthropic priorities. Obsérvations by the then’ rankmg Re-
publican ‘member of the Houise Ways and Means' Commlttee,- _
Rep. John Byrnes, made in the course of the 1969 tax reform
hearings, reflect this probabllity “The real problem here,” he.
said, “is that certain people have a choice as to how the tax
aspect of their income is gomg 1o be spent. Others have tolet .
the govcmmcnt say how it is going to be spent . . And they
must also pay a higher price because some people wnth wealth
- have said theyido not:want. to support- any- of these govemmcn-'
‘tal:services.” I feel that peopie who enjoy wealth -'should
_ be encouraged to cngage in more: phllanthropy,” hc went on.
- *“But when the incentive is'given to-use moneys [for phllan- '
“thropy] that otherwise would be going:toward ‘the’ payment of
. Government services, and when we don’t suffer from an; cxcess\-
ofthat money, then pcrhaps our encouragement is misplaced . .
- :{Is governmental encouragement of philanthropy through thc
"chantable ‘deduction misplaced? This Commission ‘does not
- think' so, for reasons that are discussed in the next: chaptcr of
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this. mport Yet apart, from the ment or !ack of merit underly-.
-~ ing such :skepticism} the .very. fact that it was voiced. by a

- moclerate and- influential member; of C-ongressas an mdlcatlon‘i

- that: government encouragement of, philanthropy, may . no' long--
- er’be—if it ever was—politically: invulnerable. mmply because of .
xts assoc;atlon th the cause of phllanthropy MPRRTS

Standard Deductmn vs. Chantable Deductmn

_ In fa.ct the chantable deductlon has already proved in re<
cent years-to be’ hlghly vulnerable to at least indirect. political.
. erosion, Such erosion has taken place of late as'a result of.the-
‘expansion: of the “standard deduction.” Since 1944; all taxpay-'-'
“ers-have had the option of deductmg from their income for tax -
computat:on purposes a :set amount or.a proportlon of their"
~ income as an alternative to adding up all the. separate. deduc—
tions allowable to: them—for, home mortgage payments; local -
and state taxes; medical expenses:and so forth, including gifts -
to charity. Those who take the standard deduction can effect.
- an.appreciable tax savings, but because no actual outlays need:
be made to take ‘the. standard. deduction,. such savings do not
act as an’ mducement to' any; particular form -of ‘expenditure..
Standard deductors, in other.words, feel no mducements from -
 specific.deductions, including the charitable deduction..”
‘Understandably, the standard deduction’s: eﬁ'cct on the
charitable deduction has been a matter of concern to the. world_-
- .of philanthropy since 1944; but it. tended to become less worri- .
some for many years as “itemizers,” those who did not take the
standard. deduction, rapidly’ grew in proportion .to_those ‘who
did. Part!y as a result-of expanding home owmmhlp, accompa--
" nied by,a growing number of taxpayers ‘with mortgage interest:
- payments to deduct, the number of itemizers increased. from
less than one fifth. (18 per cent) of all. taxpayers soon after the -
“standard deduction was enacted to nearly half (48 per. cent) in’
1970, But since then, the level of the standard deduction has-
‘increased, and so has the proportion of standard deductors. In .
1972, only 35 per.cent of taxpayers itemized their deductions. |
A further increase of the standard deduction for 1975 returns:
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was expected to reducc those takmg scparatc deductxons—m-
cludmg the charltahle deductmn—to 31 per cent’ of ail tax-
: :payers '

-‘This constncUng of thc rcach of' the chantable dcductmu in
terms ‘of the number of ‘taxpayers- affected both reflects: and
may further ‘fuel. pohucal challengcs to gavcmment’s major
encouragement to gwmg On the one hand, it signifies that the
_charitable deduction is, along with other dcductzons, given a
lower political priority ithan tax simplicity and easmg the tax
~ burden on- lower incomes—which are among the main purposes
behind’ hlghcnstandard deductions. At the same time, as fewer
and fewer Anericans avail themselves of the charitable deduec- -
tion, -this‘ tax  provision’s constituency may be: narmwcd Lts'
pohtlcal undcrpmmng weakened. '

‘Such are some of the challenges, oonoeptual a.nd concrcte,_
social and-economic—all’ having ultimate political implications
—which the Commlssxojn finds to be confronting the charitable
deduction as our soclct)} s principal institutional encouragement -
to phllanthmplc giving, This is not to say that such giving iiself
is bcmg challeriged ‘or [that the objects and. purposes of such
_giving are being’ challenged Nor are the wewpomts or- trends
that present the: challenges by any means immune to change
and challenge themselves. Indeed, in the following chapter the -
Commission offers from its own rcscarch and expertise what it
feels are powerful rcasons for maintaining the charitable deduc-
tion, whatever its defects may ‘be. At the same time, the Com-
mission feels that the l:hal!cnges to_the charitable deduction,
however valid or invalid their premises or ‘purposes might be,
cannot be ignored by, ﬂ\c nonprofit sector. :

The}' are, therefore, vncwcd as part of the contemporary con-

text in which the Gomrmssmn addresses itself to recommenda-
tions mvolvmg the changmg course of American philanthropy
and the nonprofit sector. These recommendations, and “the
- weighings and further findings behind them,’ are the subject of
Part II of thzs rcport whlch follows. . ' , _
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- PARTII

T.WARD A STRONGER-
V.LUNTARY SECT.R |

C@nclusmns and Recommendatlons
of the Cornmlssmn






| -INTRODUGTI(DN{ TO PART 11 -
At thls pomt in its report the Commtsslon turns to Specnﬁc
~ recommendations” aimed at strengthening and: improving the-
structures and processes of the: voluntary sector, recommenda-
tions that. are aimed ultimately ‘at-increasing the benefits, di-
rect and: indirect; material and ‘spiritual, that the sector pro-
vides society. These recommendations. are based: on a number
of broad -conélusions by the Commission abeut- this area:of
American life, about changes and challenges to establlshed pat-
tems ‘within" this area, and about continuities as well,

" The'Commission feels that: the data and expert. opinion. and
~analysis:it has consulted, as summarized in the previous chap-
ters, affirms that the “third sector” plays a large and vital role

in:American- life, especlaliy important’ today 'as:a counterbal--

ance to ‘the giant institutions-of society’s other; two sectors—

business’ and government, The third sector pro\ndes, in effect,
an arena within'which' the individual, often a barely visible or
audible force in'today’s society, can £xercise personal initiative
toward ‘the betterment of his commumty or of the natlon or
humankind as 2 whale.

. 'Far more significant in siz¢ and" scope than in any other
- country, the third sector’s array of private nonprofit organiza-
tions also reflects a deeply rooted American tenet which has

- been reinforced by recent tremors in the nation’s governance—-
the ‘conviction that no single institutional structure should ex-
ercise 2 mionopoly on filling public needs, that a reliance on
government alone to fill such needs not only saps the spirit of
individual initiative but risks ' making human values subservi- -
‘ent to institutional ones, individual and commumity purposes
to bureaucratic conveniences or authoritarian dictates. .
' "The evidence presented’ to the Commission and' the exper-
ience of many Commission members themselves also indicates
that pnvate support is an essential underpmmng of nonprofit
organizations, that the autonomy of such organizations clearly
depends on private contributions of'money and labor and that

. the pluralistic value of third sector organizations depends on a
high level of ‘autonomy. Although' greater' public. funding’of
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: many tmdmonal nonproﬁt scrvzccs appears ‘inevitable as one of
 the: on-gomg changes affecung the. voluntary sector, the very .
. fact of an alternative source ‘of support can- pmerve a signifi=
" cant degree of independence in-outlook and control: in a- ‘pub-
licly- funded. “private™ organization' that ‘might: othcrwlse ihe-
_come .indistinguishable from a- govemment BRENCY, - wd oo

The Commission believes that; government must: not try to.
solve ‘all ‘our: problems.. The great strength of our saciety, thas
hoen md_l\ndual initiative, wl'uch has . long been mﬂected in

N Americans’ tendency to- pursue ‘common goals: thmugh volun-

tary’ orgamzations and associations. Phl]anthropy, a.means, not
an- end . in. itself, .is a-.way of; exercising and supporting such
initiative to make possible-alternatives to: government;:to sup-
“plement . .government ‘efforts and 10: hclp assure the ‘mainten-
-ance of a- plurahstm society. -
:The :Commiission  feels, therefore, that thc lcvc! of phxlan-
: throplc ngmg«must be_increased if gwmg and nonproﬁt activ-
ity are;to ‘continue to play major roles in American life.. Not
on]y, do ‘manyj specnﬁc nonprofit causes: depend for thelr auton- o
. omy on suchisupport and ‘many. beneficiaries of - nonprofit ser< |
vices rely, on such aid for their particular benefits, but the: vcry'
" character of American life depcnds on individuals’ feelings of
mutual - obligation and the exercise of pragmatic altrulsm,-
which: are -expressed - in and nurtured by pnvate glvmg for
- public purposes, . -
- Yet, despite:the. broadly slgmﬁcant role. of pnvate glvmg,
 two. factors that the Commission has examined: cast dotibts on,
- whether, the level of private. giving, -in relative and pcrhaps ;
‘even absolute. terms, is. likely to: be sustmned let. alone in-
- creased,. without :deliberate and .energetic efforts toward. this
end, One factor is the estimation that while the | giving of time
and labor—volunteer, ‘work—has increased. in, recent. years, the

. giving of ‘money, and property ‘has. fallen off in relation to the

" economy as.a :whole.. The other factor. is that government’s

' principal -encouragement to, pnvate glvmg—the charitable de-

. “duction—is being questloned at least by some, large!y in terms-
-of. egalltarla.n values, and is being eroded by, other governmens-

~ tal priorities. Neither factor by itself appears to present an

: _1mmcd1atc severe threat to, Americans’ deeply. ingrained prac-
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tice of prwate giving. Yet together, the Commlssmn feels, these '

. are not developmcnts that €an or should be. 1gnored

‘Thus the first chapter:of Part. II' of ‘this report deals’ with

- recommendatmns involving tax’ “proposals that affect philan- "
thropic. giving.” This set of recommendations is followed by

*“another which is aimed at improving the. “phxlanthmpm pro-.
cess”~thee" interaction of donor. and donee and the ‘publi¢ at.
large that- guides giving and nonprofit activity toward snmally :
beneficial purposes--and at bulldmg public confidence in the
~ process, which must underlie continuing financial and political
support of the nonproﬁt sector. Finally, this report finds con-
tinuous examination, representation and strengthening of the
sector to be' tasks that call for establishment of a permanent .
commission on the voluntary sector.’ '
All these recommendations are aimed at sustaining and rein-
forcmg the nonprofit sector as a major institutional area and -

force in American society. Ultimately, of course, the sector’s .

own performance, the services and functions it. provides—or

" because of institutional inertia and narrow self-interests fails to

~ provide—will .do more than any set 6f structural ‘changes to
~ affect the health'and vitality of the sector as a whole. '
So an: ultimate Commission charge to organizations and in-
 stitutions of the nonprofit sector is to be constantly aware that
though pnvately controlled, they exist to pursue pubhc pur-
- poses and ‘in various ways are answerable to the citizenry as a
“ whole. No institution or set of institutions automatically de-
serves public support and all must be aware of the need to .
' 'recurrcntly demonstrate, by deed and by openness to public
examination, their worthiness of this support. At the same =
time, the Cumm:ss:on cannot stress t0o much to the Amerlcan
' pubhc the importance of sustalmng a large and vigorous vol- .
untary sector. While Americans as a whole may take the sector
_for granted, it is worth noting that most other people in the
- -rest of the world do not. They do not for the simple reason
- that they have nothing like it. ‘And the Commission feels that
- they are the poorer for the ahsence. :
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BROADENINTG THE BASE
- OF PHILANTHROPY

It is entlrely approprxatc, th1s Commlssnon beheves, that as a
" nation we encourage private giving to nonprofit “charitable”
Orgamzauons and that we do so by: govemmenta.l means. It.is
appropnate because these orgamzatmns play an indispensable
role in American life and because private giving is essential not
only to their autonomous existence but also for maintaining
the level of services and benefits they- provide to ultimate bene-
ficiaries. Governmental encouragements to giving are appropri-
ate, further,’ because gmng provides an important. mode of
citizen expression. By saying with his or her own-dollars what
- needs should ‘be met, what obJecuves pursued; ‘what values
served, every contributor: exercises; in‘a profound sense, a'form.
of self-govcrnment, a form that parallels,’ complememx ‘and
 enriches the democratic electoral process itself* ¢

‘Yet if the appropriateness of governmental’ encouragemerits
to g:vmg is, we bcllevc, firmly based and widely ‘accepted,
criticisms have arisen in recent years from some quarters con-
cerning the principal “existing - form ' of cncouragcmcnt—the
charitable income tax deduction. The main criticism, as noted
elsewhere in this report, is that the deduction provides a great-
er inducement, the higher the giver’s income, and that it there-
fore serves to faver causes of upper-mcome contributors.

Accardingly, one of the major ‘undertakings of the Cominis-
sion has been to examine the deduction and poss1b2e alterna-
tives to the deduction and to attempt to reach ‘a’ consensus as
to° which particular form of cncouragement is most suitable to’
-the purposes of chantable gwmg and the broader purposes of
our society.

A number of proposals for new kinds’ of inducements to.
"gwmg have been put forward in'the last few years, some have'

_"See oommen: by MAX M ].'-‘!SHF.R, page 201
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been: developed in detax! spccxﬁcally for the Commission’s con-
~ sideration. In examining and we:ghmg these, aloag with the -
existing charitable. deduction itself, we have borne in mind a-

_:number of: chjectives—and we have- ultlmately recognlzed that:
‘no partlcular form; of mducemcnt will fully ateain all of these

. objectives: Indced, as we have gone through an extensive pro-
cess of research, analysis and’ _]udgmcnt, we have come to real-

- ize that-there are some virtues and some shortcormngs inallof

the proposals exammcd .and that prcferences among ther
-must accommodatc a vanety of, often compctmg consldcr-
atlons o .

ci)'bj'ét:ti’krés e

o These are. the s:x objoctlvos by whlch thc Commnss:on has. '
.welghccl different kinds of - cncouragement to giving: =
L. To increase: t!w number o people who contnbute ugmﬁcom{y '
_.to mzdpartmpate’m nonprofif; activities, . - 3
... The. Gommlsslon s survey of taxpaycrs dcscnbed in Chapter.' :
' II indicates ‘that .giving and dlrect pam::lpatlon in. nonpmﬁt
3 .actmtlcs-volunteenng—tend to 'go.hand .in_hand. ‘The Com-
_mission believes that the mumber of, pcoplc who ' engage in
"either or both should he increased. beca.use of the benefits to
"_somety from nonproﬁt actnv:t:es, mcludlng ‘benefits to the par-

© ticipants in such activities; It is also important for the long-mn _

“health and stability of the third sector, the. Commlssxon feels,
_that’as many, . Amencans as possible give s:gmﬁcant amounts of
* time and moneyi to, and.therefore have a direct interest in the .
. durablhtyl of;; nonproﬁt organmatlons -and the nonproﬁt sector
-as.a whole, . | - : :
2. To increase the amount of gwmg. - L
- As Chapter II notes, the level of: gwmg by mdw!.cluals has
'dechned markedly in recent years as.a. proportion of personal .
income and of the gross national product. Chaptcr 111 describes
~how. giving has declined even more steeply in purchasing pow-.
.er, because goods and services for which contributions are used
_ have gone up in price more than the price level of the economy
as a whole. Between declmlng relative amounts of giving and -
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. the except:ona.!ly hlgher costs facmg nonpmﬁt organizations, it

is ‘estimated ‘that the Telative purchasmg power; of, charitable -

contrlbunons declined: from%a2 pet:cént of GNP in 1960 to 1.5.
per centin: 1972.. This: levcl ‘has: undoubtedly fallen off ‘even; -

- further:since- 197‘2 as gmng uself has decreased absolutc!y, m' .

constant dollars. - :
‘In order; to restore glvmg to 1ts former level an increase: m.'
'conmbutlons of one third would be needed, or. around $8 bil:
. lion' based on current giving levels. If such-an:increase stands
as an -upper goal for encouragements to giving;.a-minimum
~ ~goal is suggested by estimates that giving will 'have to-grow on.
- the average by 11 per cent a year, to maintain even its current
reduced:impact. This estimate’is based- on projections that'the
gross national product will grow, in-undeflated dollar amounts,
by 10 per cent a 'year. for the fomecable future and on expecta— :
tions that costs of- nonpmﬁt activities: wﬂl contmue to rise’l per
- cent-fastér than costs in general -
‘A new base level of. gmng one thu‘d hlghcr than at present )
. in'order to restore. old. giving levels and' a continuous growth
rate ‘of 11 per cent simply’ to stand still pose no modest. Tange .
of ‘goals,’ cons:denng that for the last five _years giving has
- increased only 7 per cent a year on the: average, or less than
- the rate-of inflation: Yet the Commission feels that substantial -
~ goals must be pursued if an mdependent third sector is not to
slowly erode away or become an-adjunct of govermnent be-
cause ‘of ‘insufficient private support. Further, even the ‘ambi-
- tious goals set forward here relate only to existing or. past levels .
- of giving. They may not be ambitious- ‘enough, because they- do
- not take into account that many new groups with .new pur-
‘poses and new constituencies have, as observed .earlier in this
- report, sprung up with new demands on the resources ‘of phil-
-anthropy. Nor do ‘they take into account- ever-growmg de- -
.mands for the semces oi‘ tradttlonal phllanthroplc orgamza--
- tions.
3. Tomc:methemduwnmtogmngbythosemfow-md-

L mddie-mcame brackets, -

" Within the context of the progresswc income: tax, the cost of
giving a dollar goes: down as ‘a’contributor’s tax: bracket: goes:
‘up: Whether tIus is inequitable or not can- be and is; argucd :
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and Chapter V summarizes: the major sides of the argument.
But unqucstlonably the: lower-income . giver- has less of an. in-
ducement to give-than does:the hlgher-mcome donor, and;as.a
practical- and. pohtlml matter,. this- gives lower-income. glvers,'

- who:constitute ‘a sizable: portmn of all citizens; less _reason - to

give to and to feel a stake in the nonprofit sector. More than
two thirds of all taxpaycrs, as noted, have no tax: inducement
to:‘give :at all’ because it is ‘less: costly for them; to take; the
standard deduction-than it is to take the charitable deduction
along. with other-itemized tax deductions. Thus,-apart from
considerations of “equity, the Commission feels that: w:deiy
~ unequal- giving ‘inducements create some risk to the continus
ance of.any; inducement at all,;and:to' the giving induced: For,
this reason alone the range in mduccmcnts should: be narrowed
by raising the level: of mducements to lower incomes. .

- 4. To preserve private choice in. giving. :
" - Goveérhiment currently influences gwmg through thc tax sys-
~tem'by dctermmmg what is or is not a tax-deductible :cause
and:by setting percentage-of-income deduction limits, For’ giv-
ing to provide a mode of individual expression and of citizen
influence on:the course of society and its institutions, giving
must be contained and influenced as little as possible by collec-
tive, gavemmental determinations or, as one Commission re-
port notes; giving becomes just another way for: govcmment to
do what it:wants to do anyway. -~ - .

5..:To minimize income losses of ﬂonproﬁt orgmuzatwm ti'mt
* deperid:on the curvent pattern ofgwmg

“While: the Commission:recognizes. that, the dmsmns and des—
tinations of the philanthropic .dollar have changed consider-
‘ably over the span of American history, and that they are
bound to-continue changing as. needs change and.as priorities
of contributors:and donees’ reliances on public. versus private
funds themsclvm shift, the Commission feels that. it is not,an
- appmpnatc time for major decreases in any area of private
- ' giving. This is because, as delineated in Chapter- 11, nearly all
nonprofit orgamzanons are facing extreme ﬁnanc:al pressures
today. Whether, in the long run, inducements to giving should
be oriented towards what are. today the hardest. pressed organi-
zations or whether private' giving would better serve: public
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needs if it were gulded towards other purposes, is another,
broader- matter: that should be examined by any future study
of phllanthropy and the nonproﬁt sector,* For .now and thé
foreseeable future, ‘however, the. Commissiont feels that ahy in-
diicements to-giving should ‘not ‘he- constructed so as to discour-
'age gwmg to ‘carrent’ rcexplents. R ool i i '
6. To'be-as “efficient” as possible. . - BRI
+ The new levels. of contributions stimulated should at least
.appro:umate the amount of govcmmcnt revenue foregone in-
'order to: provnde tlus stunulus S SR

mme Appmak” o

The Comrmssxon has oonmdéred and has welghed in terms
of the. above objectives, three 'basic -approaches to- ‘praviding

~ publi¢ encouragement to private giving: the charitable deduc-

‘tion. itself, including modifications; tax credits; and matching
grants. The charitable ‘deduction perm:ts ‘a taxpayer to sub-
tract the amount of his or her. giving from-the total -income
upon which:taxes are computed: A tax credit permits a- ta.xpay—-

er to subtract a spec:uﬁecl amount or: percentage of annual giv-

ing from the amount of income tax owed. Under matching
grant: propasals for enoouragmg giving, the govemment distrib--
utes ‘to charitable orgamzanons a percentage- of - either. the
_ amount-each. person gives or the amount each orgamzatlon.
receives: from pnvate sources. - : :

CONTINUING THE DEDUCTI@N

Members of the Comm:ss:on are vmually unanimous in con-
-cludmg that continued use of the charitable deduction should

" be the primary means of public encouragement ofi private glv» .

-mg A number of consxderanons have led to :hls conclus:on

*Set 'ee.mme'_nr-hr_mxfm- FISHER, page '202{ o
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Gwmg Should Not Be Taxed

For many COD‘HII[SSIOH members the chantable deductlon ls-- | _
a-philosophically, sounc'l rccogmt:on that what a person gives

away simply, ought not to be considered as income for purposes . -

of: imposing an’ income tax.: There is no_fixed " deﬁnmon of
_income; itisa ooncept that acquires. meaning by the context in;
- which: the rterm-is used In.the context of - personal income
taxation, the. Commlsmon believes ‘it is appropnate to define’
income as revenue used for personal consumption or mc.rcasmg o
_ personal wealth and to| therefore exclude charitable- gwmg be-
- cause it is‘neither. We recognize’ ‘that ih some. eyes giving mon-
ey away can be and is considered a form of consumption. In
“return for a contribution,:a: donor in some circumstances:may -
acquire enhanced status in the community, or;even power.and.
- influence, and w1ll often derwe some measure of ego satlsfac--
tlon ;

For countlem numbers of donors, however, the Comrmss]on .
belleves that private giving is primarily altruistic, that most -
people do not enhance \thclr wealth or:their power when they
_give ‘and: are not: providing : for their personal needs,e and that
_they. should - not therefore be ‘taxed on the amount of - money
. they give ‘away. We: thmk it"entirely appropnate in other -
words, for the person who earns:$55,000 and . gives $5000 to

- charitable’ orgamzanoné to be taxed in exactly the same way as -

L thc person who earns $|50 ,000 and gives away nothing. -
| |

A Proven Mechamsm |

The charitable &eductzon has been 2 wzdely acoepted device- o

ﬁithat has- been: part ' of. the income tax laws virtually since their
adoption. Ithas’ proven itself simple  tofadminister, requiring

little more govemment h'xanpower or mechanism than'is need- -

ed in any case 'for income tax collection. and verification. Con-
 stitutionally, it stands unassailed, whcreas other: proposals such
“as federal matching grahts or credit systerns risk.ranning afoul -
of const:tut:onal proh1b1tsons, at least as’ far as donat:ons to'
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o rcl:gmus orgamzataons are.concerned. And it is a familiar de- -
- vice that has come to be relied opon both by those who. give
~anid by the institutions to which they. give. While these factors -
alone.do not justify. retentlon of ‘the deduction or resistance to
g departurcs from' the deductior,’ they do_place a burden upon
those! who criticize, the - deduction to. demonstrate the overall
supermnty of altematwes o .

Aﬁ-—*"Eﬂici”em»; Inducement . .« .

Commlssmn stuches show a]so that the chantablc deductmn
is.a hlghly “efficient” inducement to. giving. Ever.since the
'deducnon s enactment. six decades ago, an. argumcnt has been

waged among tax: analysts and others mtermtcd in’ the deduc-
tion_as ‘to whether the; amount of tax revenues not collected’
" because of the deductlon is matched by, at least an equal in-

'_creasc in charltablc contnbutmns attnbutablc to thc deduc- '
tion.:

When this Comm:ssmn began its work thcrc was httle hard :
evidence in answer to this elementary.question. What data and
anal}'ms there were suggested that tax deductions had only a
minor effect-on contributions. However, a series of econometric
studies on the eﬁ'ectweness of the deduction undertaken for the
- Commission by economist Martm Feldstein and- colleagucs at
Harvard University indicates that the. increase. in charitable
contributions™ induced by the charltable dcducuon is greater '
thanitax revenues lost. . .

By analyzing, with the’ a1d of computers, aggregate Intemal_
. Revenue Service data by income .class from 1948 to 1968,
_houschold survey,.data for, 1963 compaled by. the Federal Re- -
serve Board and: Treasury data ‘for. 1962 and 1970, Feldstein -

- concluded ‘that for each dollar of tax revenue lost by virtue of -

the deduction, charitable organizations receive between $1.15
and $1.29 in additional contributions. (In economic, terminol-.
ogy, the price elasticities of chantablc glvlng were - found 10
range. from -1:15 to 129) '
o In all accordmg to ]Jl"OJCCtlDIlS from these calculatlons, from :
_ _36.7 10 '$7.5 billion .in giving . by individuals in fiscal - 1976'
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would be attnbutablc to the loss.of $5 B b:lhon in tax revenues
Feldstein’s analyms also indicates that approx:mately one qua.r-
ter of all giving is induced” by the charitable deductton PR

“The effectiveness “of “the charitable “deduction . was further-
evldenced if somewhat equwocally, in‘the Commlssmn s sam-
ple survey’ ‘of taxpayers. Few taxpayers appeared to know; their -
marginal ‘tax rates’and thus few were able ‘to estimate how
much lower their net cost of giving was after taking a charita- -
ble deductlon, and :most respondcnts dcmed that tax consider-
ations influenced their own ‘charitable ' giving. Still, those who
itemized deductions and thus availed themselves of the charita-
ble deduction reported giving markedly more.on the average—
~ at every income level-than those' who used the standard de-
~ duction? While some of this dlﬁ'crence can be accounted for, by--
factors, othér than'use or nonuse ‘of the charitable deduction, a
oonclus:on of-the survey was ‘that the dnﬂ’emncés “are soilarge
as to: 1mp!y there muist be'a substantial tax incentive to char:
ity” among itemizers. The differences are shown in the table
on the followmg page.

i }'

Insulatlon from Government

Another major wrtue of the deductlon is its relatnve msula-;_
~tion from: political -or, bureaucratic manipulation. Cornpaned

with' other forms of encouragement such as matching grants, .

the deduction 'as a mechanism is not subject to fine-tuning to .
fit administratively or legislatively- determined goals. It: ‘thus
leaves the ‘greatest leeway to individual, as contrasted to collec-
’ .'tlve, determmatlon of;; ngmg pattems, and tlus is secn as’ bemg
the nonprofit- sector should play Congness and the Internal

Revenue Service, to be sure, exercise definite limitations on the
charitable deduction through: their respective- powers: to decxde

- . and‘to interpret decisions as fo which orgamzanons may re-

ceive tax-deductible gifts, And in recent years, some’ gmups-
have complained that the IRS has used its'power improperly
to dxsquahfy certain organizations for narrow political or ideo-
logical ‘reasons. ‘Yet" the power to determiné donee eligibility
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AVERAGE GIVING BY INCOME OF I’I'EMIZERS

o AND NON-ITEMIZERS -'
1973 |

| T - Did Not -
: Adjusted Gross Income - Ttemized -~ - - Itemize-
~Less than $4,000 - o ngt 869
© $4000-7999 - S50 89
. $8000-9999 - . . 814 . 17
--$10000 ~14999 - . . --.. 407 - . - 201
~ $15,000- 19,999 S 600 - - 329
T $20,000-29999 - 800 T 354
. $30,000 - 49999_]_' S K . 12 A
. $50,000-99,999 . 5679 . 38,190
© $100,000- 199999 = . 17,106 . . 816*

$200,000 - 499,999 39,763 - - 8,892%

$500,000 ormore - 71,316 © 5,000*

“Boned o fowesthan 25 ohsevations

: ) Sour_ce. Sample aumy fur the Gommnslon on Prwate Phllanthropy and Pubhc )
N ' Needs by the Survey Research Center of the Institute for Social: Rmrch
at the Umvetstty of chhlgan and the U.S. Ge.nsus Bureau -
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-wouid presumably have to accompany any othcr form of gov-
ernment’ encouragement to glvmg while in'addition other pro-
.'posed forms, because of easier; adjustabllxty of: their- mecha-
nisms, .would . offer. opportumttes for recurrent govemmental

 review and manipulation:: < yST iy

Matchmg grants and credits are aiso, the Cornmlssmn feels, . -
~ more susceptible to political mampulauon ‘becauise they can be
seen. to - involve government funds. Matching grants-in fact
would flow: directly from the ‘Treasury., And the: government
_can reasonably: be considered to have an equally strong claim
-to funds involved in tax crcdlts, because such: funds would -
- _otherwlse have to be paid in taxes. The Commission recognizes -
that there are those who consider money, given. to chamy to be
" government money: as. well if; it is’ deducted from income on
_whlch taxes are based, but the Commission emphat:cally does -
not share this view. We understand, of course, ‘that the federal
'govemment now computes a. tax-expendlture ‘budget and in-
cludes in that calculation the amount of taxes not collected
because: of the charitable deduction. We have no quarrel with’
- that inclusion as a. bookkeepmg techmqu& But_it does. not
transform a private glft into a:government grant, nor should it
SUbJCCt deductible giving to the same potcntlal for manipula-
tion that the Commission feels havers over matchmg grams
_and tax credits as true users of govemment funds '

"Allocétio’h Eﬁ‘ects'

In favonng retention of the chantablc deducuon, the Com—
-mission ‘'was also ‘concerned about the different allocation ‘of .
philanthropic giving that elimination of or substitution for the
_deduction would; the evidence indicates, effect, As Chapter I -
‘of this, report obscrves the destination as well as the amount of
giving differs markedly among income levels. Add to this the
fact that thé current tax deduction: ‘system makes the cost of
giving lower, the: higher a giver's income and-that a lower cost.
appears to be a highly effective inducement to giving.: What.
follows is that current giving ‘patterns. under the: deduction
reflect the prefercnccs of upper incomes quite out of | pmport:on
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" to their numbers alonc.“‘ It also follows that any mgmﬁcant -
_ levehng down oficurrent giving inducements’ would:reduce giv-

e _mg to the types of recnp:ems generally chosen by upper—mcome '

~ givers!’ Feldstein’s “studies include  the. followmg projection, .
based on 1970 income and tax-: ﬁgurcs, of 'what' mould happen'-'
_1f the’ chantable deductmn were totally el:mmated '

duce their gl&s by 22 per cent’ (f'rom ‘an average ofra$290 to
$225), Taxpayers in’ the $100,000. to- $500,000 class would: cut -

back their giving by 75. per cent, ‘from average annual contri-

butions of $9,184 to?§2, 246 In ‘all;'the totallof $17.3 billion'in- -
: md1v1dual! glvmg est1matcd for :1370 would: be -reduced by 26 -
per cent if ‘there ' were.no- deduction. What would' the effect on.

*_recipients: ‘be?: G;vmg to religious: organizations, whene .contri-

" butions by lower-income Americans. predommantly go; would
- fall by 22:per cent. Gifts to educatlonal institutions/and ‘hospi-
 tals, to which; higher-income givers direct a large share of: thelr
contnbutmns, would drop by nearly ohe halfi~ i &
“The effect of simply eliminatingthe dcductzon would 'in
other words, bear. heavily on current reclpicnts of philanthro- -
Py, particularly traditional secular institutions that -are, 'as

Chapter III describes, among the financially hardest pressed- of.: o

- nonprofit orgamzatwns

The effect of replacing the deduction with a tax credit ora -
matching grant would be similar, to the extent that any such,

" alternatives: cut down inducements to- hlgher-mcome giversand. -
“increased them for:lower.. Thus a: 30 per cent charitable tax -
" credit, which was one of the proposals the: Commission consid-,

. ered, would induce approximately 9 per. cent more giving than.

the . current deduction does, -according ‘to the ‘Commission’s:

econometric pro_;ectzons : But. because .a 30 per cent credit pro-
-vides more of a tax savmg than most low- and middle-income " . -
_taxpayers now enjoy usmg a deduction and less than most” -

“high-income taxpayers enjoy, giving to education and to hosp;-

- tals would decrease by around one third each, while giving to .

religion would rise by around 14 per cent, absorbing most of
: thc overall increase: m oontnbuuons

. *See comment by MAX M. ﬂSHE_R.-page 203
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Reﬁectmg thc Progresswe Income Tax

In expressmg a strong prefcrencc for the chamable deduc-_
tion as the basic govemmental incentive for private giving, the
- Commission; Tecognizes that this approach isisubject ‘to criti-

cism on the ground that it creates an; inverse relatmnshlp be-

tween the.cost of, giving and an’ individual’s income tax brack-
et The net.cost after taxes of givingone dollar is 86 cents for
someorie_ in the .14 per cent; bracket and only 30 cents for
someone in ‘the 70 per cent. bracket. P]a.ml)r the charitable
deduction: makes. giving, less costly for thosé!in the higher tax -
brackets It must-also be rccogmzed ‘however, that this resultis
a-consequence of the progressive rate structure of the income
tax.:The. upper-mcomc taxpayer pays not:only more tax dollars
than the lower-mcome taxpa}ren but also pays: ta:m ata hlgher
" Since most mcmbcm of the Comrmssmn behevc it is phllo-
sophlcal]y sound not to consider money given to chanty as
income, they, accept the consequences that a pmgresmve rate
structure: appllcs to thc relatnre costs of gmng

“Lcadersh1p Eﬁ'ect”

Further, whllc it is recogmzed that thc pmsent deductlon
does givei more. inducement to -someone in a !ngher income -
bracket than someone in a lower bracket, it is also recogmzed
that, as a- practical matter, the giving of large sums by. those in
higher brackets often leads others to give and that this “leader-
" ship eﬂ‘ect” can bc a szgmﬁeant element in spumng gwmg asa

whole ' L . _
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EXTENDING AND AMPLIFYING
| THE DEDUCT ION

On balance, thc Commlsmon behcves that the v:rtues of the
: chantable deduction- mgmﬁcantly outwmgh its' defects as 'both-
~ virtues and defects have evidenced themselves over, six decades’
of. the . deduction’s existence. We. are -also strongly.- pcrsuaded
that- in ‘comparison . with other: inducements. to. {gwmg, the
charitable deduction is preferable:and should :remain:as the
basic govcmmcntal encouragement * of -privatei giving. ‘The
‘Commission: recognizes, - however, that some: changes are: re-
quired both to broaden the base of private 'giving and: to'meet
some of the criticism that the chantable deductlon has encoun-
tered. We therefom recommend: -

_ 1. T?zat o thorease: mducements for chmtable gmng, all tax-‘ _
payerswhotakethestandarddedu&wnckoufdalm be permitted
to' deduct: ckmtable conmbukons as an’ addatmnal :tem:zed de—
' ductum.
‘2. That an additional mdmmmt to chmﬂable gwmg shmdd be
' promded to low- and middle-income. taxpayers. Toward this end,
the Commission proposes tkat a “double deductwn” be instituted
or famdzes wzth thcomes oj less tkan 315,000 a year; &hey would
e . allowed to, deduct twice. what they gwe in computing - their
income taxes. For those (’amzh’es w:tk incomes. between $15,000
and $30,000, the Commwnon pmposes a ded’uchon of 150 pa' cent

of their gving® |
. Extendmg the Charltable Deductlon

L :_;.:‘In 'recent years, 'as noted earher in thls n:port a. sxgmﬁcant \
- dbvélopment ihas occurred with’ respect to the income tax laws
that has made the charitable deduction less of an inducement
to_low- and mlddle-mcnme taxpayers. This development is the
rising-. level of the “standard. dcductlon"—-thef sum of money
that the tax laws’ allow each taxpayer to deduct in’ lieu of all

*Sex disscnts: by ELIZABETHIJ. McCORMACK, page 203, d:y GRACIEL!\ OLI-
'VAREZ, page 204, and by. ALAN PIFER, page 205, .
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the itemized deductions.to whxch he or. she is entitled, For
- married taxpayers ﬁlmg joint returns,’ the maximum: standard
" deduction has jrisen from. $1,000in- 1970 to $2,600 in 1975.
‘This increase m the standard ‘deduction! has brought about a’

. marked -decrease in the’ ‘proportion of taxpayers who itemize
~ their- deductions: and who thus: derive’ any ‘benefit:at all" from

the charitable deduction. In 1970, ncarly one half of. taxpayers
‘used . the -charitable deductmn, now fewer ‘than one'third"do. -

The falloff. of those taking the;chatitable/deduction: coincides

~with-and ;may’ partly account: for the: rclatwe slugglshness of
overall. charltable giving in recent years.. < ¥

- wExtcnclmg ‘the - deduction ‘would ' make it avmlable to the
nearly: :60-million taxpayers who donot currently benefit-from
it as an inducement to giving. because theytake:the'standard
- deduction. According to- Feldstein’s ‘econometric  projections
made_for. the, . Commission, giving would increase by $1.9 bil-
lion in 1976, .or an average of; about .$40 per taxpayer newiy
reached by the charitable deduction. The reduction. in _govern-
ment tax revenués because of mcreased use. of the deduction

o would be. around $1 7 bllhon

" This increase in giving and decrcase in tax revenues wouid

. result: because extendmg the deduction would ‘give tearly. 60

- million taxpayers in effect at least a 14} per cent tax writeoff on
évery. charitable” dollar, where they now face 'no tax saving
. directly ‘attributable to giving. The 14 per cent figure: repre-

* ‘sents the mihimum ‘income-tax: bracket, in ‘which’ deductmg a

dollar of charitable gwmg has the effect of. ]owcnng taxes by_

14 cents. Taxpayers in hzghcr ‘brackets ‘would enjoy. a corre-.
spondingly. higher tax-savmgs and neoewe a. oorrespondmgiy.
greater inducement to give. - _
The Commission believes that: cxtcndmg the deduction to =
non-itémizers would go a‘long way toward meeting ‘several of
the objoctlvm ‘the Commiission has set down. Both the number
of those giving sngmﬁcant amounts of tlme and/er money, and
the overall level of giving should increase’ s:zabiy ‘Nine tenths
of taxpayers with incomes above $25,000 iternize their deduc-
. tions. Therefore recipient areas favored by lower income levels -

would receive most of the. increased giving, but not at the -

expense of other areas, Extending - ‘the Ideductlon, momovcr,.
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' 3wou1d ‘maintain. a- pnnc1pal vu'tue of the deductmn 1tsclf-—:ts. :
- relative insulation from- government manipulation :
1 We:recognize, of course, - that.the:proponents of ev_cry dcduc--" '
' tlon"presently allowcd by the tax laws could argue with equal -
plausxbxhty that the use’ of each deduction would be increased
if it were available’ ‘a8 anitemized deduction i in addition to the
standard ' deduction, If: all - such. .arguments. prevailed, - there
would ‘be no point:in having a standard deduction, ‘which:was
. introduced:into. the tax laws to serve the important. purpose of.
promoting’ sxmphﬁcatlon in filling out tax forms. The case for, -

: allowmg the ' charitable’ deduction to“be itemized ‘by: those -

using the: standard deduction: rests, however, on the proposition

*that.the charitable deduction:is in a real sense different. from

all other deducnons and entltled to. Speclal pmfcrentlal trea.t—-'
mcnt .
"I'hc dlﬁ'emnce hes in undcrlymg ratlonales for tax- dcduc— '
. tlons ‘The.two.most common. are: to alleviate ‘the impact of -
2 extraordmary, unant:c:pated ‘expenses and to encourage a par-
t:cuhlar :type:of. expenditure, Among deductions enacted for the
first reason are those for higher than' normal medical expenses.
. Amcmg the latter. are deductions for interest on' home  mort-
gages, designed to promote home ownership. Both types of
deductions involve expenditures to satisfy personal needs. _
By contrast,, the charitable deduction: provides an’ mcent:lvc;. -

for an expendlture whose essential characteristic is promotion -

of public; purposes. And significantly, unlike the payment of
state taxes, which is also deductible and which also supports”
“public purposes, the charitable expenditure is.entirely volition-
-al. It is the only expenditure for,. ‘public purposes that each'

person decides individually whether or not to. make. We do not -
doubt the hardship of excessive medical expenses nor the vir-

essentigl to the nature and quality, of life in ‘Americani society.
' - of the fundamental mmportance of the dollars spent

. tive to i)nvatc giving shcuId be recogmzed as a special deduc-
tion, broadly, available to all taxpayers whcther or. not they

- use th standard deduction
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Extendmg the charitable deduction to those who presently
do not itemize will regrettably detract somcwhat fmm snmph-
fied’ preparationiiof: tax returns. The taxpayer now - using the
standard deduction: can determine from a table what taxes are
" owed,:or; if the taxpayer’s income:-is $20,000 orless, the. IRS
itself will calculate the tax bill If the charitable . deduction
were' available outside the standard deduction, -any. taxpayer-
using . it ‘would  hdve to subtract charitable- givings(plus the
standard ‘deduction and persohal and ‘dependent exemptions)
from. his or her i income, and then compute the tax. Of course,
no ‘taxpayer would be required. to do s0; use of the charitable
deduction’ wonld slmply be available in addition to the stan-
dard' deduction for every taxpayer who was willing .to .put: up
with the slight extra inconvenience..We think that. many.of the
nearly 60 million taxpayers who now take the standard deduc-
tion:'would' be willing 'to -avail- themselves  of an. ‘additional,
itemized . charitable deduction. and that. donee: orgamzatmns
would explain the virtues of doing so. The added . inconven-
' ience, we believe, is:far outweighed by the additional private
giving to be generated and, perhaps of greater mponancc, the
enlistment of mxlhcms of people into a:new pattem of pnvatc

giving.

A New Incentlvc for Low- and Mldd.lc- -
 Income Contnbutors

~“While extendmg the chantablc ‘deduction to nomtermzcrs
would provide an inducement for gmng to millions of taxpay--
érs who now derive no tax savings ‘in connection with their
~contributions, -the ‘Commission 'recognizes that at" the lowest
_income levels, the inducement would still be small in compari-
son to that available to hlghest-mcomc contributors—14  cents
in tax savingg for each dollar given as against 70 cents.
‘Moreover, the amount of glvmg that can be induced by the
'regular charitable deduction is strictly limited, -and the $1.9
billion increase that is projected for extending the reach of the
. deduction to-all taxpayers falls: oons1derably short of the $8
‘billion goal needed to réstore giving to its former relative level, -
Therefore, the Commission has considered a variety of addi-
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tional proposals to. st:mulatc giving furthcr and to provide Jow-
and middle-income contnbutars in- pa.rucular an addmonal in-
centive for giving. - :
- -A minority. of thc Commlssnon members favored some form__
' of tax crediti for providing this- additional inducement.*. But
the majority} preferred to . stay within the deduction: mecha-
‘nism. Very: little support was expressed for;. government match- -
ing grantsias a- way- of further stlmulatmg giving. These are
‘some ofithe proposals and considerations: that wem mvnived in
the Commlssmn rcckomngs L R N

A Supplemcntary Crcdlt

: Commlssmn members favonng tax’ credlts tcndcd to be pet-
- suaded in ‘this direction mainly. by ‘the fact that, unlike the
deduction, credits’ operate mdcpendcntly; of the progremwe
f_structure of the income tax and therefore pro\nde the same
. propomonate tax savings to, all taxpayers rcgardless of thelr_
incomne. Under a 25 per cent credit, for i mstanec, every taxpay—
er could subtract 25 per cent of his: contnbutlons from the
'. taxes he or she owes. This umfomnty of mducement was seen
by some Commnss:on members as-being more eqmtable than
the deduction and was considered. preferable for this reason.
. Perhaps the most dramatic credit proposal that the Gomrms-
sion considered was to allow. every taxpayer a 100 per cent
credit up. to;$100 of charitable giving. Every taxpayer -could
thereby reduce his or her taxes- by, $100. by giving. $100 to
chanty Every donee orgamzatzon could solicit $100 contribu-
tions from every taxpayer, using the seemingly,irresistible argu-
ment that the donation would literally not cost a pcnny Un-
- fortunatcly, according to the Commission’s econgmetric projec-
tions, a credit designed. in this fashion would ‘stimulate 'very
little new giving; these pro_]cctmns suggcst that its prmclpal
- effect would be a reduction in taxes by those who now. give.
The 100 per cent-$100 credlt, it is estimated, would generate
$500 million in new giving at a revenue loss of $5 billion,
Somc Commission members - questioned the assumpttons

*See oammmt hy ELIZABETH j MUCORMACK.. page 203.
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upon- whlch these pru]ectlons were based, feelmg that they do
not take into account-a‘new: dynam:c that would ‘be set in.

- motion - b}f the $100 credit. And the: Commlsslon as a -whole" -

n:ahzcs of} course that such projectlons ‘must be. welghed w:th: '
caunon, basedfas they-are oncertain Slmpltﬁed models of hu-

‘man motivations and’ behavior in‘an ‘area‘in which motivations .
‘and' behavior are anythmg ‘but sunple Yet even granting the

uncertamtxes sumjundmg projections of the-impact of new giv-

ing-incentives, few members: of; the Commission were wllimg to

~endorse a technique that’ mlght operate anywhere neat as inef- -
ficiently as the projectlons mdlcate—producmg only one dollar. -
.".of increased giving for every ten in tax revenues uncollected.

‘Far more “efficient,” according to the ‘projections, would be

partlal tax credits, by which’ taxpayers could -credit a:portion,

say 25 or 30! per cent! of giving against the: taxes thcy owe; In
'-general ‘such’ partlal credits’are projected as mcreasmg gmng-
‘more’ than they dccmase tax mvenucs

*.‘The "Commission - cansldcmd both: optxona.l and “add on”_.' :

pamal credits. Under an’ opnonal crecht alt taxpaycrs would -
have the choice of either’ using ‘the credlt or using'the deduc-
tion to reduce their taxes in connection with;charitable giving,-
whichever prowdgd the largest reduction. The add-on credit
the Commission 'considered would ' be- allowed Yo - taxpayers,
below a' specified income ocllmg, as'an addition to the deduc- .
tion. Contributors would be able first to deduct’ their giving:
from income in calculatmg their taxes, and: then to subtract a
percentage of the same giving—10 per cent in the specific for<
mula ‘the Commlssmn consldered—from thc tax obllgatlon |t-'. :
_ scl £ e

~ "Even as supplemems to, rather than substltutes for, the’ de-
‘duction, however, tax credits for giving were regarded with .
some “skepticism ‘by most Commission ' members because any
charitable’tax credit was seen as a potential'step toward substi:
tutmg a a‘edlt for the charltable deducnon altogcther .

'See mmm_en{'by'-m:_c..u msaz'mpage'mz_- S

140



The Double Deductxon

Instead a majonty preferred a. new, extra deduction as a {
~ means: of providing further inducements to low- and middle- -
income givets:and.of increasing the’ level of giving. The formu-
' [a favored ‘was a 200 per cent “doublé” deduction for families
- with incomes of under $15,000 {or for individuals with incomes
' belowr $7,500) and a 150 per cent ‘deduction for, families with
incomes. -between $15,000 and -$30,000 (individuals between
- $7,500. and' $15,000). The Commission recognized that in:the-
. drafting of, leglslatlon this proposal would have to be technical-
ly refined. . .

This addition to the Comm:ssxons reoomrncndcd extenswn.'
ofithe charitable deduction to non-itemizers would have the
effect of. doublmg the potential tax savings. for: gwmg for all .
taxpayers ‘whose income falls below $15,000 and of raismg* the .
savings by one half for those in the $15 ,000-t0-$30,000 income
range. The current minimum tax savings- for .itemizers—14
~ cents on the contributed dollar, corresponding to ‘the minimum.
* 14/ per cent tax bracket—would. rise to 28 cents on the dollar.
Tax savings for those with higher:marginal tax rates would rise
accordingly—up to around 48 cents on the dollar for a family
of four close to the $30,000 income limit, whose marginal tax
rate averages around 32 per cent.

‘Not only would the extra deduction pmwde a substantia}
addmonal inducement for giving to low- and middle-income
taxpayers, but, acoordmg to. projections both the amount: of
giving: 'induced and. the “efficiency” of mducmg it would be.
inipressive. The extra deduction would increase giving by as
 "much as $9.8 bllllon, at a tax loss of $7.4 billion. When these -
amounts are added to ehanges from extendmg the deduction to -
non-itemizers, the overall increase in giving from both extend-
ing and amplifying the deduction is projected to be $11.7 bil-
lion, with a corresponding $9.1 billton decrease in tax revenues.

- Use of an extra deduction as an incentive was preferred by -
most Commission members for all of the reasons that make the
charitable deduction itself the basic. preferred means of stimu-
lating private. glvmg In. addltmn to ;those virtues, an extra
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deduction is seen as having the spccxal advantage of being
easily understood: An inducement to giving directed especially
at those in low- and middle-income brackets, who infrequently
receive guidance from tax experts; should be clearly and reads
ily understandable to be effective, and ‘many, members felt'that
people would. readily understand and respond to'a tax provn-
sion: that permits deduction ‘of twme or one and ‘a half tlmes-
the levelof contributions.” -~ . :
‘While 'recommcndmg this extra deductmn as. the bcst 'means.
for:broadening: the base-of charitable - giving, the: Commission
- recognizes that! other considerations such 'as the: budgetary im-
pact of the extra deduction must be considered by Congress in -
~ determining how and when such a proposal can be implement-
ed. It should be borne in mind in any ‘such consideration,
however, that the net: budgetary impact would be less than the
tax ‘loss projected since the charitable contributions stimulated
would to some extent reduce thé need for: govemmcnta.l expen-
ditures in the areas to which’ the new giving’ ‘would go. The
. Com‘m:ssmn is also aware of the administrative concerns which
must be taken into account in tmpiememmg these deduction
proposals, We would -anticipate, for example, that the IRS
would make appropna.tc requirements, such as written proof of
_ contnbunons, in order to-assure protectlon of tax revenues

In' adchtlon to ‘our consideration of bas:c mcentlves for chari-

~ 'table giving -and ‘specific techniques for increasing contribu--

tions by all individuals and providing an increased incentive
for giving by low- and middle-income groups, the Commission
. has also focused upon several specific issues that arise in con-
nection thh charitable giving and tax policy. Thése concern
the minimum tax,  gifts of appreczated property chantable bef '
qumts and oorporate giving.

MINIMUM TAX

Lymg Just beneath the surface of any oons:deratlon of phil-
anthropy and taxes is the view held by some. that chantablc_
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deduct:ons; partlcularly for those in hlghcr-mcome ‘brackets,
“loopho!cs, Just: another ‘way to-avoid; paying their fair

' share of taxes; One response to this viewpoint. has. been efforts

10 include under’ ‘any: newsminimum income:tax legislation ithe

. amount of income atperson ‘gives to charity. The:effect of such._
- an inclusion would be, in" some. circumstances,. to make a per-

son’s charitable: contributions subject ito tax, and to thcrcfore.

lower thetoverall level of: giving. g
“AC ‘minimum- tax device is now contained ‘in the Internal

Revenue ‘Code.” It does not cover charitable dcducnons But

there ‘has' been conmderable debate in Congress and” in the
Administration in recent’ ycats, parucularly among tax experts,
as to whether any new ‘minimum tax legislation should include
. the charitable. dcclucnon ‘Those who advocate inclusion -say

jthat wuhout it, some’ taxpaycrs ‘would still: be able to pay little
‘or noincome tax.' Others-do’ not accept this argument: The
Txeasury Department, which had prevmusly supported includ-
ing the. deducnon, reversed itself in mid-1975 and advocated
exclusion~*in view of the dire’ financial pumon in whlch in=
ﬂanon has left so many private charities.” .

‘This Commission does not consider deductible charitable
gwmg to conistitute.a tax loophole, and it does not consider the
time and:economic circumstances as appropriate, in’ any case,-'
for any measure that wonld have the effect of rcducmg gwmg

' 'Therefom, thc COlTlIﬂISSlOl‘l recommcnds

That income deducted for charitable gwmg shoufd 68 cxc!uded
_ﬁ'om cmy mm;mum lax. pmvzs:on." S .

APPRECIATED PROPER

. ‘Soon after the chantablc deducnon bocame part of the fed-
eral tax la“; covering the income tax, in 1917, ‘the; Internal
Revenuc Service. was called upon to make what seemed 1o be
an innocuous and not widely significant ruling. When proper-

—in the form of stock or_a work, of art, - for_instance—was
given to c:hanty, how was that property to be valued as a

*See dissent by ELIZABETHJ. McOORMACK. page 207,
© ®*8ee comment by MAX M. FISHER, page 208.
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deduction from: taxable income? The IRS decided -that the
current: market: value. of the" ‘property. should be deducub!e .
' rather than’ slmply the cost to, the giver, .

But if the: ‘implications of the . decision seemed shght at: the----_
tnne, in‘recent decades the tax tréatment of “appreciated prop-
erty”: gl&s to chanty has come undcr strong-attack from certain
sources. /It is: perhaps the most;contmvemwl issue. which; the
Commission has considered. The. controversy: stems :from: the .

fact- that the. apprema.ted property ruling prov:des an’ ‘added
inducement for. property contributions—so much of an mduoc-“
ment that 4. oonmbutor stands’to benefit ﬁnancmll)g in‘extreme -
cases by gzvmg ‘away property. rather than selling ilt--and this .
mduccment is‘one that apphes almcst excluznvelyJ to very. hlgh-
incomie: donors. .. .

., Based’ onutlmatcs prcparecl by the. Treasury, appmx:mately
50 per. .cent-of reported property. ngts -are madc by persons.
having annual’ incomes of $100,000 or morc Polling for: the

- Commission: by. the Umversny of Mlchlgan 8: Survey Research
Center (see page 55) found that only a small perf.:emage ‘of
people in the lower-income ca:egones made non-moncy gifts'to
chanty, ‘but. the ) Eercmmgc rises. at the: highest i incomes, reach-
ing47 | per cent for those wlth incomes of $500,000 or more and
' accountmg for' 80 ‘per cent: of all charitable gzvmg by this -
- group. ‘Thus: the appremated property provnmon is & principal
target of those’ who claim that'the income tax deduction’for
~ charity inequitably a:mphﬁa: the mﬁucnce of wealt.h w:thln the
.charitable sector. - -
The appreclated propcrty deductlon acts as:a strong mduoe-
- ment to. giving by taxpayers interested in selling rather than
holding" on to property; because of its relation to other tax
laws, particularly the tax on cap:tal gains, By giving property’
- to charity instead, of sellmg it, the giver does not have to pay a
- capital gainsitax on the appreclatcd value of the ‘property, and
this means that the tax savings from a gift’ may 'be closeto or
- even in some cases exceed the procecds aﬁer taxcs 1f the pmp-
' erty is sold; - -
- "The appreclated property ‘tax ‘allowances pmvnde added: iri-
_ ducements to give that are not related to the value of the pift
to the charitable: recipient. Twwpeople with the samc income
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and. giving the same amoum to charity, are treatcd differently,
depending upon whether one gives cash: and the other. propc:-
. ty. Further, since the: after-tax_cost of the contribution i isrefat-
“ed to the increase in value of the donated. propeny, the size of
“tax inducement does. not. oorrespond to the size of the. beneﬁt -
obtained : by the; charitable recipient or society. asga ‘whole.. In
short; the. cmtlcs argue that.the treatment of appxec:amd prop- -'
'crt); cannot i.br: justified on. prmc1ple L
. . This'is; in essence, 1hc case against. the appnccnated property .
.- allowa.nce and it.is a case. that has been energetically made by
tax reform advocatcs in. recent years, Proponents of the existing
tax, allowance for apprecmted propcrty make- scveral counter---
. points,’ howevcr :
First, many, msututlons rely hca\rlly for support on apprecl- '
atcd propcrty gifts, prlmanly private colleges, universities,: hos-
- pitalsand cu}tural organizations that tend to be the pnncxpal'_
recipients of contributions: by. upper-income givers.. This is not
“only'because proportionately more. hlgh-mcome givers. give -
non:cash glfts than.do lower-inconie donors. It is also because
-at..apper-income’; evels those who give: appreciated property
give far more generously. than those who. contribute only cash:
Treasury statistics show that the average gift by non-cash
. givers with incomes of $500,000 or more is four times the size
of the average gift of those at the same income level who give
only in cash. Thus, according to computerized simulations,
- overall. giving would drop by 3 per cent if the: appreciated -
property allowance were-eliminated; and the greatest propor-
tion of the loss would be ‘borrie by educational organizations, -
‘which’ could expect an 8 per. cent decrease in private. funds
thcy receive, or around $50 million less. a year, based on 1970
dollar values. Many institutions assert:that support induced by
the appreciated property allowance is critical to the sustammg_
of: their customary standards, some to their very existence..
'In’addition, proponents of. the ‘appreciated property provi-_
sion- point out that the cases where the donor actually benefits
from. giving are’ exceedmg]y rare; Moreover, they -argue that
any “tax savmgs * from exclusions of apprecaated property from
capital gains tax is illusory since the donor-is not compelled to
either scll or donatc property; the donor. may retain the. prop-
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erty until death’ and thercby, under current tax laws; avoid
capital gains tax liability entirely; i imposing 2 tax upor'lifetime
property, donations, according to thls argument, would dry up
or, defer; rgifts to charitable organizations.* - ¢

_ “Pcrhaps the most compcllmg argument heard’ by the Gom-
mission in favor:of retainingthe’ apprcc:a.ted property: deduc-
tion follows’ fmm the last observation—the point being that the
apprcclatecl property provision ‘cannot be looked at; legally or
socially, in isolation:’ The: fact. is- that property can’ now pass,
with-its" apprec:ated value untaxed, to’ heirs ‘at death’ or to
others in ‘nonicharitable gifts' during life. As longas these pro-
visions are part of the tax law, the Commission feels it makes
little sense to tax such appreclatlon only when a gift goes toa
:charitable’ organization; Such a limited change in the taxation
of appreciated. property would. snmpiy reduce gifts to charity
with’ only shght increase in revenue to the Treasury. Most of
those now gwmg appreciated . property to charity” 'would " not
continue: the:r giving pattérn and pay tax on the value of the
‘appreciation. They would stop making such charitable gifts
and ‘transfer the property instead to family and fnends dunng
lee or hold 1t for smular dxspomnon at death. -

Recommcndatmn

Whllc many Gommlsswn membcrs agree that thc appreclat- '
ed property-provision in the charitable deduction, when locked
at by itself; challcng&s standards. of -both: ‘tax ' principle and
social equtity, it is also felt that the provision must be looked at
ina broad -context and that when it is, its positive features
outweigh its. negative. ‘ones. Part of that context includes the
good: that is. derived from gifts of apprccnated property. An-
othér part is the- gcneral tax milieu in which the appreciated
property: provision exists and from .which it cannot be analyti-
cally: separated. Accordmgly, .the Commission feels that the
apprccxated property provision:should be. retained. At the same
time, it feels that clcar[y no one should be able to actually
realize a net financial gain: through use of the- chantable de-

e mm;ent by BAYARD EWING, page 209
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ductmn The Comm:ssmm thcrefore recommends::

" That the apprecmted property’ alfowance unthm the chmtabfe'.
deduction’ be basically vetained but amends& to eliminnte ny’ pos-

szbd:ry :5 personal ﬁnmcza!’ gum th-mugh -deductzbk chmta-
b 4

N . f :;1

CHARITABLE BEQUESTS

A hand in the conmbutlon box&c of the cuuntry " In_
1902 the House Ways and Means, Commiittee so described an
1894 fedcral mhclgltancc tax law Whlch .did not except from
taxation bequests to charitable orgamzatnons The federal
estate tax law, its modern dwcendant permits a deducnon for -
charitable bequcsts, a deduction that has msplred nearly as
much controversy, in recent years as-its countcrpart in. tha in-
come tax.’

chuests are an 1mportam source of voluntary support for
private nonprofit organizations, ‘According to' Giving' USA,
charitable gifts at death of $2.07 billion accounted for 10 per
cent of total giving by individuals to chanty in 1974. Between
1965 and 1974, charitable bequests more than doubled, from
less than $1.02 billion to more than $2.07 billion. In 1970-1971, -
transfers at death fiirnished almost ‘17 per cent of voluntary
support to the 1,080 private colleges and’ umvers:tm surveyed.
by the Amerjcan Council on Education.

Substannal charitable bcquests were made before the advént
of the modern estate tax. But since thmr enactment in 1916,
federal death. taxes have been a ma]or ‘stimulant. for pnvatc
giving, The federal éstate tax is. imposed on all property -owned
or controlled by a pcrson at: death, with offsets allowed: for
expenm, debts, , taxes, charitable hequcsts and. hequests 0
one’s’ spouse (lumted to 50 per cent of the estate), and a -
$60,000 exemption. The tax affects only a small, the wealthiest;
~ segment of the population. About 9 per éent of all adult dece-
dents own more than $60,000; at death, requiring the filing of
some 175,000 estate. tax returns in 1973, Of these returns, only
121,000 were taxable, meaning that 6 per’ oent of all ‘estates

*See commcnt by GRACIELA OLIVAREZ, page- 269
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“were hable for any; estate tax. Trcasury Department correla-

 fions: of income .and wealth indicate that estate tax is paid
alrnost excluslvely by Tamilies ‘with incomes above $20,000.. . -
‘Within. this; segment of soclety, the. stecply progressive. rates-
of the estate. tax, irising fo 77 per cent on taxable. transfers in-
excess of $10 million, do affect how property is passed at death.
A wcalthy persun s, gwcn few. choices in disposing of his or her
property. “The incentive to-leave funds to charity is:strong: in
estates which- exceed $5 million, $125 went to chanty for every
$100 bequcathed to individuals, -~
 Tax inducements to charitable bequests’ have been subject to
some . of ‘the: same’ criticisms and proposals for changes as has
the’charitable income tax dcductmn, and in-considering possi--
_.-blc alternatives to'the current: system- for hequests, the Com- -
~ mission “has®looked at them -in ‘terms- -of maiy of ‘the’ same )
. criteria it apphed to the income tax’ ‘deduction ‘and a.ltemahvm. o
to that measure ¥

Equlty

Because the choloe for wealthy mdlwduals s largely betwecn'
leavmg their property. to" charity or paying it to the' govem
ment as taxes, the charitable bequest deduction can be charac-'
terized as enabhng these individuals “to’ make decisions con-
‘cerning the expenditure of pubhc revenue, or, somewhat more

accurately,” writes Richard E. Wagncr, of Vlrgmla Polytechnic

'Insntutc, “thc e.xpcnd:ture of what’otherwise’would have been
pubhc ‘Tevenue.” Such decisions’ are llmlted fo those of that
narfow. segment’ of socnety that .pays estaté tax, and’ the power .-
is allocated ‘within' this group ‘in. relation to their wealth and -
the ‘tax ‘rates imposed on their estates, The wealthiest 2 per
cent of taxable decedents’ estates: {or less than two'tenths of 1
per cent of all decedents’ estates) aooount for 63 per ccnt of all'
‘deductions for cha.mta.ble bequests. - :
So the' ‘main bénefit of tax deductions for sich bequests gocs '

to orgamzatlons selected by wealthy benéfactors. And not sur-

prisingly, critics indict the’ bequest. deduction for aJIowmg
wealthy testators to exert what they believe to be a dispropor- -
tionately large influence on the use of what would otherwise be_
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‘government revenues. As in the case of the income tax: deduc-
tion, matching. grants ‘and credits’ have been. proposed as an
altemanve to the, bequmt deductlon

. There is, however, another view: of the federal estate tax
' 'w}nch fully Justlﬁes the ‘equity of the bequest dcductxon, ren-

denng resort to matching grants or tax credits unnecessary if.

not unwise. PI‘CSlde‘l'lt Franklm”Roosevelt in 1935. urged a sharp
increase; in‘estate. tax. rates to near their pnesent levels in orden
to: prevent. the concentration of static wealth in private hands.
“Great_accumulations of wealth,” he said “cannot be justified
on ‘the basisof . pcrsonal and’ family - security,” * Indeed, both
- “Theodore. Rooscvclt and Andrew Carnegie considered that: the .
principal virtue. of. heavy death; taxation was its lxmltatlon on .
: the ‘transfer of excessive accumulatlons of ‘wealth. . :
I the main purpose of the estate tax is: rcgarded asa llmlta- '

tion on the passing of wealth. to private hands in ‘the’ ‘next

generation, then ' chantable bequeets should: ‘not: be: taxed
Transfers to charitable. orgamzatmns are. mnslstent ‘with the

. purposm of the. estate tax since they remove wealth from direct

private- .control-and commit it to what are deemed to be public
purposes As Martin Feldstein points out, because. the deduc-"
tion is an effective-incentive for- chantable bequests, “private
intergenerational transfers of. wealth to individuals are there-
fore ‘reduced [and]' because charitable gifts are increased by
- more;than taxes are reduced, the personal heirs now receive
less.than they would if the current deductions were eliminat- -
- ed.”. Taxing' charitable bequests or otherwise. discouraging
them ‘would defeat a prmczpal ob_;ectlve of the estate tax.

Allocatlon Eﬂ‘ects

Whatever the eqmtles, sw:tchmg to matchmg grants or tax
cu:dlts may: not be sound ‘as:a matter of public pollcy because
of the effect that change might havé on organizations which
receive a major share of tax-induced bequests, Hard informa.
“tion is lacking, but one study suggests that social welfare orga-
nizations received 45 per cent of estimated charitable hequests
reported in estate tax returns-filed in 1957 and 1959; scientific,
literary, and educational organizations received 23 .per cent of
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.these bequests, rellglon, 14 per cent; and all other orgamza-
tions (which includes foundations), 17 per cent.

Again, Feldstein determined: that the percentage of: estates

bequeathed to rellglous organizations remains. falrly constant
for 'estates of all ‘sizes, but the percentage given: to private
educational orgamzatlons tends' to increase. as thc size of ‘the
estate’ increases. This implies that- bequcsts to private educa-
tional organizations are more sensitive to the tax inducement
than bequests to. rellgxon Any ‘change in the tax law ‘that
reduces' the bequest incentive can be expected to affect private
colleges and universities more severely than churches. *
' Usmg different ‘data sources, Michael J. ‘Boskin, a Stanford
economist, comes to the same gereral conclusion;” He estimates
~.from 1969 data that if the deduction were replaoed by a 30 per
cent estate tax credit, the Treasury would gain about $227
‘millioni ' in taxes, but charitable organizations would lose be:
quests totalhng $360 million. ‘Because ‘educational and social
welfare organizations tend to receive bequests, from testators at
the upper end of the estate tax rate structure, a reduction in
.the tax_incentive would result in their loss of $353 mllllon,
whllc churches would lose ‘only $7 million. ~: -

Percentage Limits

-+ Even 1f the deducnon is retained, others- urge that it should
be limited, Unlike income tax charltable deductions, which are
 restricted to 50 per cent of income, there is no percentage limit
on bequest deductions. This means that a testator can choose
not to pay estate tax by bequeathing all his property to char-
ity. Evoking a sentiment which underlies the minimum income
tax idea, critics assert that no tax should be avoidable as a
matter 6f personal option, that all estates, therefore, even those
bequeathed entirely to charity should pay some death tax, A
50 per cent limit on the amount of an estate that could be
deducted for charitable giving is one of the main proposals put
forward to assure that some estate tax is paid. _

- However, ~Boskin’s" analys:s suggests that there- wou]d be
questionable benefits at best in restricting the bequest deduc-
tion to a 30 per cent ceiling. While-only 2 per cent of estates |
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ﬁlmg &tatc tax. mtums gwc meore than 5{) per cent to charity,
the amount given is' substantial--$338 million in 1969 dollars,
orabout “one - sixth iof- all ‘charitable bequests. Limiting ithe
_deductlon to 50 per cent would cause about half these bequests
' not 'to-be' made, Boskin'estimates that charitable organizations
would lose: $189 million in bequests, while' estate tax revenues
would increase by $43:million, a loss:of $4.40 to charity for
_each dollar gained by ‘the Treasury In other ‘words, a:50: per
‘cent ceiling on’ charitable bequests' would appear to substan-.
tlally rcduoe thc ﬂow of funds to nonproﬁt orgamzatlons.

'?-Recommendatxon‘ -

“The Gommlsmnn ‘was not pcrsuaded that any of the suggest-_
ed changes in the charitable’ bequest deduction ‘would - make
the’ system more equitable. Instead, the changes’ wouid reducc
beguests to pnvate organizations, pamcu!arly to* pnvatc col-

~ leges and umversmes, without much being gamed in equity or
fax revemues. Thcrefom, the Comnnssmn rcoommcnds

That the charitable bequest deduction be-retained in its pﬁms
ﬁrrm-"‘ Co L :

CORPORATE GIVING

Nean thc depths of the Great Deprcssmn in 1935 Congress-
' amcnded the Internal Revenue Code to- allow oorporatlons to
" deduct charitable conmbutlons from  their: taxable income. In
doing. so,  Congress. in_effect gave national approval and en-
couragement-to the practice of giving by, corporations-to non-
profit activities, a practice that had been growing, s!owly, since
pre-Civil War days when railroads contributed to the construc-
tion of YMCA bulldmgs around the country, and more rapldly
since ' World War. I ‘when corporations contributed hcav:ly to
local War: Chestsiand .to Red Cross campaigns. -
At the same time that it allowed charitable deductlons for,
conmbuuons, Congress put a 5 per cent; limit. on the. propor— :

*Soe dissent by GRAG[EIA OLIVAREZ ‘page 210.°
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~ tion. of net income that- -any,. corporanon could: deduct. This

' limit reflected the viewpoint that had been expressed in. earlier -
court: gdcmsmns barring charitable contributions by .corpora-
tiohs—the view, that! the business of business is business and
that. a: company had :an- obhganon ‘to confine;ithe’ use of: its
_ resources directly to- the' pursmt of, profit, an obligation both- to

its shareholders and to the:society; atilarge,;’ ‘which. aecordmg to
classical -economic .analysis was served best when pmduocrs of i
: goods or services attempted to maximize’ profits.. - o

- Reservations’ about. ‘corporate, giving to- chamable act:vxty»
are still: expressed in these terms by some economic conservas
tives. Tronically, in thcnr doubts about or. outnght opposition to
- corporate giving, conservative skeptics are joined from the op-
pusite.end of the pohucal spectrum by those who regard corpo-' :_
rate giving as an instrument of} corporate conservatism. © LIt
C s espcctal!y inapposite for’ business corporatlons W play any.

‘role in the ‘philanthropic proc&ss," asserts 'an - activist critique .
' addresscd to the’ Commlssmn, a cnthuc that advocatm ‘redis=
'tnbunon o!‘ wealth as the | pnnc:pa.l role  of gmng and ‘non--
- profit actwlt}I.a_ . ."The real prob]em posed by corporate “phil--
arithropic’ ‘activity: is that- corporations are’ ‘the embodiment of. -
" concentrated wealth, As such, they can hardly be expected to.
underwrite the political needs of Americans who wish to rcdls-
tribute and deconcentrate that wealth.”

. Stilf, corporate -giving has tended' to-be morc and more ac-
ccptcd and indeed relied upon, by the phllanthrop:c world in.
.the posltivc lxght that-underlay the granting of tax deduetions. -
for such giving, and the 5 per cent limit accordingly has tcnd-ﬁ.-

ed to be: rcgardcd less as a restraint: than a hopeful: goal. -~ . -
" .: Changes in attitades and ph:iosoph:es -about the relatmnshlp :
. of business and’ society account for changing attitades about -

- corporate- philanthropy. Corporations: increasingly. have been

- regarded as havmg obligations “that . transcend’ proﬁt-makmg,
- the market place is'no longer generailyiseen as'the’only appro-
~ priate- dictator. of- corporate behavior. Related to a- bruadened_'::
- public perception’ of the social role of corporations'is ‘a widen-

- 'ing sense by corporations themselves ‘of their own institutional -

seélf-interests: In the sights of rnany ‘modern. corporate managers"'
and owners, profit-making is- aecompa.med by—some analysts’__
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~ have even found it to be seoondary to-—long-term mstltutnonal'

_survwal and. growth. _
" The influence of such wewpomts on giving is; reﬂectcd ina.
survey of -some, 400 corporate chairmen and prwdents made
for:% the Commlssmn by: The’ Conferencé Board. The oorporate'-
leaders. were ‘asked ‘1o indicate the most 1mportant reasons for,
making contributions. The reasons; that were most frcquent]y
cited were * oorporatc cntnzensh:p” and’ “protecting and i lmprov-
ing, the business environment.’ (Altmlsm, by comparison, was
-mcnnoned by fcw ‘executives.) “A 1 company . simply cannot
sit back’ w1th an’;outmoded con.oept that its- only ob_]ectlve is
proﬁtablhty, said ‘one executive in the’ sarvey. in explammg
why he felt afcompany should have.a contnbutaons and public
service program. “The corporauon operates as part of a grcatcr :
soc:ety,” said another executive. *,’, It takes a healthy society,
for corporatnons to operate; they should contr:bute to that-
health.” .

As the 1dea has grown that corporate giving | is both an oblic
gatlon and a'matter of ihstitutional_ self-interest,. so- have both
the amount and the- mlatlve level of corporate giving. Unt1l the
Secorid World ‘War, ' giving had -generally averagod less than
_one half of I pen.cent of the net income of corporations. By the -
late 1950°s the proportlon had doubled. Moreover, this i increase
" only takes account-of giving deducted on corporate tax retums,
it.does-not-include giving that is counted as a business expense
nor does it mclude non-cash aid and other forms of socially
beneficial activities that have also increased under the banner
of “corporatc social responsibility.” These additional “contri- -
butions,”. in the broad sense of the word, include: invest-
ments—in areas such as urban renewal and enwronmental ‘pres-
_ervation—that corporations would’ ordinarily not make because |
of the risk involved; job training for: the disadvantaged.and’ for
the physwally and mentally handicapped; “loans” of employ-
ecs, on company time and company payrolls, to give. technical
assistance to charitable orgamzat:ons and to govemment Ac-
cording to a Conference Board estimate, if a.price tig were put
on such activities, corporate giving of around $1 b11110n in: 1974

- would be at least doubled. _
- The Commission rocogmzes, moreover, that the pnmary, 1[‘
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not only, business of busmess is stlll busmm and that a corpo-
_rauons bcneﬁts to. soclety stem mamly from how it_conducts -

. 1ts ba.sm omratnons, from its relations: to its customem, its em-

) ployces its owners and the public. In’ any parttcu!ar corpora~
tion’s’ overall; rofc as’a responslblc soc:al mst:tutxon, in: othcr
words glvmg 1s bound to play a rclat:vely small and lumtcd

At the samc t:rne, the proﬁt scctors support ‘has” come to be
an’ ;important ‘element in several parts of the nonprnﬁt sector,
and the Commission bchcves. that such support can and should
" bea conmderab]y larger factor in the future—that ‘indeed, cor-
poratc giving remains the- last ' major undcvclopcd fronner for
private giving | o phllamhropic causes. o :

’Corporate giving can be larger, the Commlssmn bchcves, in
light of the'vast funds that flow’ thmugh corporate treasuries,
and it ‘should be larger, both as an' exercise of the corporate
world’s social responsxbllitres and, ultimately, because. of this
world’s_own ' self-interest in' preserving.a strong and hea.lthy.
-'.nonproﬁt sector as’ a balance to government,’ . '
~"'The'.Commission’s belief that corporate | glvmg can” and

should be’ larger refiects the fact that while' ‘corporate giving
has grown over the long range:it-has stood still as a proportion
 of corporate income in recent. years, at around 1 per cent of net
" income. In fact, the evidence 'is that most companies still do
little or no' glvmg at all. Of some 1.7 million corporations that
filed ‘income tax returns in 1970, only 20 per cent reported any
charitable .oontnbunons and only 6 per cent made contribu:
tions of over $500. The bulk ‘'of giving comes from a compara-
tive handful of corporatlons. the largest ones; nearly 50 per
'cent of contnbunons come from fewer than 'l 000 compames.
. In’line Wlth r.he Commlssmn 5 cxammanon of means to ens
courage greatcr gwmg by individuals, the Comsmission ‘has
: _smdled pmposed tax law changes aimed at stlmulatmg corpo-
rate giving as well, Among them:

A “dmappearmg floor” that would permit corporat:ons to
take a. chantablc ‘deduction only when corporate contributions
- are at'or above a given percentage of net 'income before taxes.
Possibilities include a fioor of 1 per cent or 2 per cent. -

. —A 10 per cent tax credit’ that would permit the corpora-
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: uon, ifits contributions exceeded the ﬂoor, to take credit for 10
per eent of its charitable giving in the. computation-of its feder-
al i mcomc tax, Thls credlt would be in addmon to the deduc-
“tion. .
A 10 ptr cent tax credit in’ addltlon to thc deductmn and :
without a floor, That i is, the 10 per cent credit would simply be
added -to -the: current deduction ‘available - fc.::r‘j any corporatc
giving from zero up to thc lxrmt of 5 per cent of net mcome '
_ before taxes. '
=A 2 per. cent “phllanthmptc needs“ ‘tax, whlch would bc
added on to the basic corporate income tax. Any. corporation
would have the option of fulfilling this tax obligation either by
dlspensmg the amount of the tax to tax-deductible causes or by
paying it to the governnient as it would a-regular tax. .
‘The’' Commission’s . analysis: of these altematwes mvolved
consideration of the following: ' R
—The conoept of a flooror supenmposed “phﬂamhropy tax”
offends, in some eyes at least, the principle of voluntansm that
is a cornerstone to ph:lanthrop)r in the United States. = . =~
. ‘=The Conference Board survey of chief executive officers
indicated ‘that with a 1 per cent floor, 30, per cent of the -
executives would reduce or eliminate charitable giving and
. only 12°per ¢ent of them would. increase it. With a 2'per cent
floor, 43 per cent of the executives said they ‘would reduce or
eliminate charitable giving and 17 per cent would increase- iti
Since 90 per cent of the companies in the survey gave below
the 2 per cent level, 62 per cent below the 1 per-cent level and
25 per’ ‘cent below the 0.5 per cent level, it a.ppeam likely that
the 2 per cent floor would sngmﬁcant]y curtanl gmng and- thc l
per cent floor would also result in reduced giving. .
~With respect to the credit, half of the executives felt that
corporate giving would increase if the tax system resulted in a
lower “after-tax cost” than the present 100 per cent deduction.
However, the’ majorlty of corporations are already at the 48
percent marginal tax rate; charitable- contributions’ *“cost™
them only 52 cents on the dollar, Therefore, many Commission
members feel that an additional 10 per cent credit for corpo-
rate giving would be hard to justify on grounds of equity.-
—A further finding from The Conference Board’s survey of
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execunvcs indicated ‘that tax moentwes may be a relatively.
~ minor determinant of corporate giving. .compared to proﬁt rev- ;
~ els and a company’s. ovcrall phllosophy,conoennng gwmg and :
social. responmbllxty :
- A sizable’ mmonty of Commission members felt thal: desplte _
the uncertainties and phllosophlcal amblgumes that surround
o tax, mduccments to greater corporate gmng, some such induce-
~ment’ should be'instituted. But a majority, of the Commzssmn:
concluded. that none of the tax alternatives studied by the -
: Commlssmn was both clearly, effective enm{gh and sufficiently -
in tune_:-' vith the spirit and philosophy of phllanthmp}" so.as to .
- merit the. Commission’s endorsement. .. .

The Commission feels, however, that corporatc gwmg can . be
_sngmﬁcantly cnlarged and 1mproved by the: leadershlp influ-
ence and " example of corporations Wlth generous,: ,thoughtful
and ‘innovative: programs that have set and’ hopefully, wxll dop-

~ tinue to set the' pace. for their. mdustnm and: for- the corporate_: .

world as a wholc The Commission comménds and encouragcs .
such l:adcrshxp As recommended in.the. f‘ollowmg chapter; the
~ Commission also_ beheves fuller disclosure requirements shouid
- mclude corporate giving, and that they will bc bcneﬁcial in -
~improving, the quality of such giving.. ) ' B
Fmally, the. Commission hopes. that its own enconragcmcnt
of greater corporate giving will have some effect. Tt i is ironic at '
least. that . the, business' community, which - ‘has so often ex- .

- pressed. its. wariness of Washington and the growing' size of
government, should fall so' far ‘short of legal limits:in helping
select and support publicly beneficial programs outs:de of gov-
. ernment, - through ‘nonprofit_charitable orgamzatmn& Former
President Johnson recognized this irony. in 1971 when he

chided a group. of. business [eaders about. not conmbuung more

_ to charity: “In spite of the fact that your federal’ govcmment-
has_seen fit to allow a charitable deduction of 5 per cent. of
your profits,” he said, “the record is quite clear-that you busi- .
ness. leaders still feel that the federal government ‘can spcnd
- this. rnoncy morc wmely than you. can. neo -
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Recommcndatlon

Thc recond of glvmg by ‘the corporate world as a whole m?_
the mid-1970’sis, the Commission feels, still quite clear, and'it"
is. ult:matcly an ummprcsswe and inadequate one. In the con- -
- viction' that ‘corporate giving both can and - should be substan—-.
‘tlally mcreascd the: Commxssnon nccommends Lo

Mmrparahmsctasammngwl, to be mac!wduo Iater_
: tkan 1980, the giving to chavitable purposes %2percmt ofpre-\_
tax net income. Moreover, the Commission believes that the nation-
al commission proposed in ﬂns report should consider as a [mon{v-
‘concern adckham! measres 10 stimulate corporate gwmg. LI

*See’ comnents by FRANGES T. FARENTHOLD page 210, by GRACIEM OLI-' .
VAREZ, page 210,mdhyWILLIAMl\-LROT1—l.page a1, :
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- IMPR@VING THE
PHILANTHR@DPIG PR.CESS

Onc of the convenuanal wlsdoms of the 1970’5 is that vxrtu-»'
ally all institutions, public and private, have-declined in popu- .
lar-esteemn’ and trust, especially those that exercise substantial

_economic;-or; political power. The. Presndency and’ Congress-
“have consistently been given low ratmgs in puhlm opinion polls
in recent. years. ‘So have corporations, labor unions, the press.

A major source of this. skepticism is.said to be the wide-
spread feeling that our institutions are beyond society’s oontml,'-
that they are operating for their own purposes which are often
at odds with the public interest. .

~'The third sector has fared better, perhaps, than the other
two in the: public’s lowered estimations. In all likelihood, most
Americans’ rarely think about_ philanthropy. and nonproﬁt or-
ganizations: in: general terms but they probably-do have atti-
tudes about. spcc.lﬁc, rnamly local voluntary groups such:as:the
Boy. Scouts -or_ activities such as a church: fund-raising: drive,
and these attitudes are probably pasitive on the. whole.: More-
over, unease about the giant, impersonal institutions of busi-

" ness and government may be serving to increase the appeal of
the generally less. giant less impersonal msntuﬂons of the. non—
profit sector. ; :

All the same, it is- likely  that: the sector’s institutions: are

_included to some degree in ‘Americans’ doubts. Indeed, volun-
tary sector institutions:would appear to be particularly suscept-
ible to concerns about control, about whether: the public inter-
est is truly being served. This. is s0 because; while there are
clear, widely acknowledged processes by which government
- and ‘business institutions should be- sub_lect to incentives and
- restraints that lead them to serve the interests of society, it is

not rcadlly apparent ‘what pmcess, if any, is guldmg nonproﬁt
activity so that.it beneﬁts soc:cty :
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Govcrnment in theory at ieast, is subject to the whole appa-
ratus . of dcmocracy, including representative legislatures, the
~ electoral process and the vote.: In. the case of the business
- world, there is the competmve market plaoe and the principles
~of profit-maximization. and consumer” sovcmgnty ‘which are
* supposed .to- guide” commcrec ‘toward & socially. opumum pro-
-~ duction’ of goods and services. While some of the current disil-
lusionment may reflect a lack of confidence in these processcs— '

~including:a feeling that the: processes can’ ‘betand are:manipu-

lated “by ‘the! veryinterests they. are supposed to: ‘control—at

© Jeast: the: processesiare generally well-understood: and subject to

exammanon for, malfunctxons, for reforms ‘or replaoements

- Butiin the case of nonprofit mstltutlons and of phllanthropy,
_ there has’ never been: a mechanism as simple, as. comprehensx- _
. ble;iin; thcory at least, as voting or ‘buying: thatis supposed. to

_keep-this area: in tune.with publlc purposes, Foundatlons have - |

-been a, pamcular object of: wariness for: Just this :reason, bes
. ‘cause they are thought to be able to exercise considerable eco-
nomic power: and political power while at the same time: they g

appear.to! tbeisubject to few: built-in: economic or political cons _ -

straints. Toa lesser. degree perhaps; other nonproﬁt institutions
may also" appear to operate -with few constraints: the}r ‘have -

" neither the market place nor the voting booth to answer: to,or-

_ at least not so-fully or directly as do businesses or government,

. The very freedom from suchinhibitions ‘that makes nonprofit
' . organizations a: valuable plurallsth addition to'the commercial -

and:political sectors, i’ other-words, also makes them: poten- o
- tially suspect—pcrhaps, in todays suspxmous atmospheve, more. .
' '-so than ever.* '
* " Whether the public’s skepticism and even cymc:lsm about its
msntutmns is_well. founded: or not- ‘is, -of course; a matter for’
“and-of conmderable debate—and- meantime even the best insti-
- tutions may suffer along with the worst. Yet if this is a wndely

shared skepticism; as social analysts'and attitude probers assure |
- us it-is, then it is a social’ reallty in-its-own right and our

~ institutions cannot fail to heed it and ‘must respond to'it, both
. for their own survival and: for- maintaining their usefulness-to-
_ soc:ety Accordmgly, because this Comm:ssxon beheves that the

' "Seecomment by MAX M. FISHER,pageﬁl!

160



- third sector should be encouraged and strengthened in its plural-
istic role in Amencan life, a major concern of the Commission is
how; to maintain; and if. need be bulld publ:c trust m the sector
'and its institutions: . . ;
' The proposals that the Gommlssmn has oons:dcred in th:s -
negard revolve around ideas of openness, of. accountabﬁlty, of
accessibility—of, in's0 many, words, making the inner workings of -

 these institations:more visible, their decisions more public and:

_ more clearly’ responmvc to:the, pubhc needs and social change.

" These: proposals aré not unlike means that have been attempted_.

~ or'suggested.in recent years. for bl.uldmg public confidénce in
o govcrnmental and commercial institutions: But. they may. be all
~ the more important for the world of voluntary organizations and

phllanthroPY, because they; are at the heart of a process that does;

after all, exist to guide this world toward filling public needs.

- 'This process is subtle and: not as.fully explored as are the

pmoesses of market economics and democratic polmcs Still;there

. isagive ‘and take, with elements both of economics and pohucs,.
that does guidé—and ultlmately restram—the third sector. For
this process to work well, in terms “of filling social needs;: there

- must be as much;opcnn&es, as mitch give and take as functlonally

: poss1ble There must be freedom of access for those secking funds,
~ for instance, ; to imake known their needs and. to attempt to

persuade fund pra\nders of the pnonty of these needs. There must

* be a free flow.of mformatlpn hetween donor and donee, between
- voluntary. groups and the public at large, including government,
‘between' fund-solicitors and. the: publlc * There must also.-be a

. wide rangeof choice for those who give time and money, as to

where: they, will give and why ;And there must be a gcnmne.'

E mlhngnessito consider new. avenues and new goals, ... '

" Yet much of the Commission’s research, including mectmgs .

with and reports from. repmsentatlv& of donee organizations,

. indicates that the process is operating imperfectly at best.*

~ The need exists, in other words,:both: to-make the philan-

thropic: system ‘work better and to assure the public that it is .

working in the public interest, and is therefore worthy of the

. 'pnbllcs trust. Tu the ‘extent that many third’ sector institutions

‘SeemmubyMAXM FISHER,pagele.

161



serve increasingly as channels for public spending, it is not only
public trust they must warrant but public money. As noted
earlier in this rep'nort growmg govcmmcnt support of nonprofit
activities is in itself a spur to greater openness .and :public -
accountablhty than many voluntary organizations | ‘have’ exer-
- ¢ised,; or felt obllged to exercise) in' the’ past. ©- T f :

* This . growmg role of government in relation’ to nouproﬁt
orgamza.tlons ‘and" activities ‘also underlies: what the Commis-
sion ‘believes is an- mcrcasmgly important fanction in the phll-
anthropic" proccss This is the role of nonproﬁt organizations in
trymg o assist in. the developrnent ‘of good public policy by
various means' mcludmg trying to influence legislation aﬁ'cctmg
their areas of concern. Yet as noted:in Chapter I, organizations -
that devote a “substantial” amount of their resources to legisla-
tive ‘activitiés are not-eligible to receive deductible gifts. This
restriction; the Commission believes, constitutes a severe. and
unwarranted limitation on the’ ph;lanthrop:c process and on 1ts
effective. functioning in our society.

‘With' the foregoing considerations in mind, the Commlssmn
recommends. specific steps toward improving the phxlanthroplc"
_ process. These recommendations are put‘forward in this chap-
ter within four broad, overlapping | categones. -accountability of
nonprofit organizations to the - pub_hc, oesmbzhty_ by the pub-
lic to these organizations; steps to minimize personal or institu-
- tional self-benefiting; and freedom 6f nonprofit groups ‘to influ-
ence legislation. The proposals in these areas are offered with
an ‘eye above all to making.the 'nonprofit sector function more
effectively and more responsively in the public interest, bath
for the sake of this effectiveness and responsiveness and to
insure the confidence of Americans in this, we bcl1cvc, both
' wurthy and emnna.l array of institutions. :

ACC-OUNT ABILITY

“There is a growing dcmand for more accountablhty on the
'pa.rt of private’ nonprofit institutions.” This assertion in a re-
port to the Commission on higher education is echoed in var-
ious forms throughout Commission studies as well as in recent
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pronouncements at large. The demand for accountability has
‘been heard equally and -perhaps even more stmngly of late in
connection--with. public and' profit-making institutions;;. de-
mands that range from stockholder calls for more communica-
tion from_corporate managers to activists’ .political and legal
battles-to force more -openness. in! the: clecuswn-makmg of gov-
ernment agenclcs, to legislation roqumng greater: dnsclosure of
political campaign spending.practices and sources. The pres-
sures for greater. accoantablllty, however .imprecise -that term
) may be, ha.ve grown m recent years Ain the- nor;proﬁt sector as
the. aocountablhty of institutions they reﬂect oondltmns aﬁ'cct-
ing the nonprofit:sector in particular, including:: S
~.—TFhe loose and even haphazard procedures that some non-
' proﬁt organizations employ to make themselves accountable to
the:: pubhc * o :
L —The mcreasmg use’ of publlc funds by nonproﬁt orgamza-
' tlons -
“The" percepuon, on the part: of cértain segments oﬁ the
populanon, that many private nonprofit organizations are too
 private, that they answer only, to;themselves or to each other.
" This viewpoint was ¢hcountered recurrently in Commission
studies of philanthropy in five American cities. and in several
Commtssnon-hcld meetings of representatives of “social action”
_ groups—the notion of a closcknit philanthropic “establishment”
in which a select group of donors and donees tended to be
accountablé mainly to each other. “The whole thing is. llke a
private club,” said a fund raiser in Cleveland.* -

“The pressure. for greater- accountablllty was translated into
legislation in 1969 when Congrms enacted, along with other
related measures; 2 law requiring that all private foundations
prepare annual reports‘and that these reports be filed with the
IRS and with state authorities and be available to the general
public. These annual reports were!prescribed as supplcmcnts to
information forins long required 'of tax-exempt organizations.
Other kinds of ‘accountability havc been increasingly. required
by local state and federal agencms as a oondltlon of speclﬁc

" *See comments by MAX M. I-‘ISHER. page 212. :
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. grants to specific nonproﬁt orgamzatlons. T _
- Yet the Commission feels that, while many voluntary orgam-
_zations have on' their own’ initiative ‘made ‘themselves highly

' accountable in_various ways, the overall level of accountablhty-

' iin the. voluntaryesector is inadequate. The 1969 reporting regu=
-lanons for. foundations. have. been ‘honored; tha ewdenocnsug- :
gests, ‘with-bare. minimal. oompllance in some cases: as-far-as
- easy, avaxlablhty of annual rcports goes. Information forms that
. current: JIRS. rcgulatlons require of -tax-exempt organizations
ask for: only alimited: kmd of. mformat;on, have ‘been difficult
“to. get hold of through the: government, . and;. a: report to'the .
. Commission’ finds; may be- several: years old- by the time: they
can be examined by the public’: Accountings'required. by. var-
ious govemmcmal grantors on.the other: hand: have’ been*{ rela-
‘tively narrowly -oriented—as . they should be—-toward specific
uses of such funds rather than: the overall opcratlons ‘of the
grantees.'And a. Commission-initiated study by state. attorncys
general indicates that other state dlsclosure requ:remerms are
mcompletc and uneven at bcst. e T

Rccommcndatlons

The Commtsmon therefore recommends

1. That all, larger. tax-exmpt ahamable orgmuzatmns except-
-churche: a:nd ‘church aﬁhates be requ:red to prepare and make
'rmd’dy amdabk detmled;annuai report: on their ﬁmmces, pro-
grams audpnonuesh e .
. . Reportihg: requirements that now apply on!y to pnvate
_founda.twns should; be broadened - so that all: 501{c)(3): and

501(0)(4) orgamzatlons with . annual budgets. of more than'
$100,000 are required to file annual reports. This requirement
* would ‘not apply to religious orgamzanons, although some
: Comm:sswn members feel that it:should apply to nonsacra-
mental activities of rchgxous orgamzatzons such-as ‘hospitals
and ‘schools. But the requirement is meant to include. the tax-
- deductible, chantablc spending of busmcss _corporations; any
corporauon ‘whose contnbuuons came to $100000 or more a .

*See comrnent by EJ..IZABEI"I—I J- McCORMACK, page 213, -



' year would be requlred to ﬁle annual reparts on these contn-

buuons. SN 35 e
' Every tax-cxcmpt orgamz:atton s or corporanon s report
would have to be filed with' appropriate state and federal agen-
~ ¢ies and, in addition, be: made duectly and sw:ftly avallable, at

- orybelow cost,: to. any, person or.organization upon; request. 'I‘he_'

: permanent commission on'the. nonprofit. sector, recommended
in: Chaptcr VIII; could facilitate this;process. ;. . . - o

Each. report should mclude at: least the followmg mfonna- _
tlDﬂ — .
y -—Name, address, purpose and foundmg date of thc orgamza- )
tion; - . .

_ —Names. of trustees or directors or other govemmg persons'

- —~Naines ands.ntles of paid oﬂ']cers, o ._

_—-Dcscnptton of program and. pnontlcs, explanatlon of thc-
_ criteria that are, taken into .account in_accepting or. mjectmg. -
mquests for funds, products or services and, if the orgamzauon_ .
isa foundatlon a list of grants made in the prevmus year, thelr_

- recipients, p_urposes and amounts; :

. —F inancial mformatlon, including: *

Y % statement of income, tncludmg sources and amounts, M
. A statement of cxpendxtures mcludmg admmstra.tlve cx-'
pend:tunes, o :

A balance sheet;

A list of investments held

hn opinion | of mdcpendent audltors.

Umfbmt Accountmg Measures

, As*an 1mportant ‘element in° bettcr, more commumcatlve fi-
nancnal aocountablhty, the Commission urgcs that umform ac-

oountmg measures be adopted by comparable: nonpmﬁt orga- -

nizations. One obstacle in the path of aocountabllzty is the

“tangle of accounting definitions and- principles that are in ef-

fect among nonprofit orgamzatlons, which makés exarnination
of any particular organization’s basic finances’often ‘difficult if
. not-impossible, - espccmlly for noncxperts, and compounds- the
problems of comparing one organization:. with another. - .
Because of the wide range of activities and kmds of organiza-
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tions involved ‘in the. nonproﬁt sector, the Commlsslon recog-

‘nizes that it may not be possible to apply umform accounting
_ practlces throughout the nonproﬁt sector.,’ However, gmater
2 umfo:-muy, at’least among comparable types of orgamzatlons, '

BEREL clearly poss:blc and desirable. The Commission recogmzes
- that some: ‘important steps in- this direction’ have'been taken in
recent -years but  feels that considerable 'further progress re-
mains to be made.* A Commission advisory-committee.on ac-
counting practloes has developed 2 model accounting form for
nonproﬁt organizations. Consnderatton of this form, whtch isin
the compendlum of Commission ‘research, and of the- pnncnplcs
behind. it, is recommended to nonproﬁt organizations, -

“The Commxssmn applauds the ‘many exempt orgamzat:ons
that on their own initiative and from their own sense of ac-
countabllny regularly disclose significantly more ‘about ‘their
operations, their revenues and expendltures ‘thanis required by
law, and it urges all tax-exempt orgamzatlons ‘to heed thesc

examples. -

2. That Iarger grant-making or:.g‘amzatwm be fequed to ho!d

public meetings to. discuss their progrm, prumtus and
contributions.

The Commission believes that mdl\ndua.l orgamzanons and
the nonprofit sector as a whole would benefit from' direct expo-
sure of grant-making organizations to their immediate- constitu-
ency and to the public at large. As in the ‘Commission’s recom- -
mendaiion on neportmg above, this reqmrcmcnt would exclude
religious organizations and include corporate givers that make
annual grants or contributions of $100,000 or more. Also in-
cluded would be federated fund-raising organizations—such as
United Ways. Meetings would be held in the city in which the
principal office of the organization is located. Adequate notice
would be; prov1ded in a publication of general, circulation.

3. That the present £ per cent “audit” tax. on: pnvate founda-
tions be repealed and replaced by a fee-on all private foundations.
based on .the total actual costs of auditing them.**.

- The-present tax on foundatipns, lmposed by the. 1969 Tax

 #See comment by MAX M. FISHER; page 213,
*#5ee dissent by ALAN PIFER, page 214.
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Reform Act, should be changed for two reasons; the Commis-
~ sion believes, First, the tax-produces receipts which fa# exceed
the expenditures of IRS i in auditing tax-exempt organizations.
From: 1971 ‘through 1973, the tax raised $157 million whereas
- IRS costs: for auditing tax-exempt organizations for these three
years amounted to- only $55 million. Second, the tax constitutes
a levy not on foundations but on the entire donee population,
and on:all its. bcneﬁmm&, because money that is tax.cd from
foundatmns is unavailable for grants to ‘donees. "
Therefoxe, the' Commission' proposesinstead an audlt l'ce
bascd on the actual costs of aud:t:ng private foundations alone,
The fee/i'set as a- percentage ‘of  income,” would be: adjusted
pcnodlmlly according: to estimates of such costs over a future
- span, say-of five years.’ “The fee' would not apply to. other tax-
exempt organizations; and the costs of ‘their audlts would be
bcmc by general government revenues. ; :

4. 'I?tat tfw Intemal Revcnue Smm:e continue to be the pmwz-
pal agmq' reapomzble Jor the ovcmgm'lt of rax-cxcmpt or;gamza-
twns
' The COI'I!mlSSlon has consu:lcned numefous proposals to sub-
stltute -another, agency for the' Internal” Revenue Service in
ovemeemg the aﬂ‘aus of cxempt orgamzaﬁons Among the rea-
sons given for an alternate agency ‘was the greater assurance of
insulation: of the nonprofit sector. from political’ or executive
" branch interference. The Commission was not pcrsuadcd that a
 viable: alternaté to the Internal Revenue Service exists and was,
in fact, sansﬁcd that, exccpt in ‘several isolated- mstanou, the
Service has demonstrated its capamty for independent, impar-
~ tial ovemght of tax-exempt organizations mcludmg detcrmlna-
- tion of cxcmpt status. o

ACCESSIBILITY

A oorollary to greater accountablhty by nonproﬁt orgamza-
 tioms is‘the aim of making voluntary organlzatlons more, cper,
more accessible, to a wnde :range of viewpoints: This'goal is

*See dissents by GRACIELA OLNAREZ, page; 214, and. by. FRANCES T. FAR-
ENTHOLD, page 214.
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barely scparable from that of aooountablhty,. DlSClOSllI‘B re-
. quirements mcommended here: in .the. name. of aocountablhty :

would also serve the cause of} aooesmblllty, by‘ providing guid: -

© ance to ‘those’; who attempt to influence ior- to seek  assistance
- from nonproﬁt orgamzauons. Public mestings would serve.as
forums not only, for communication outward from an. .organiza-
tlon s leadershlp but, mcvltably, for. challcngmg and attempted
persuasion. by those seeklng access: mwatd to-the orgamzatlon 3
attention and resources. - :
“Greater accessibility has. frequently been espoused as a, goal
in the nonproﬁt world, yet the evidence suggests that it is often
~ honored more in: pmachmems than in. practlce, parncuiarly m-" :
regard to-unconventional- groups and viewpoints, In the course
of the Commission’s examinations, 2'number of meetmgs were
held ‘around the country, that brought representatives of. such
groups, who generally depend-on outside sources of support,'_

: togcthcr w;th donor representatives, a form of donce-donor en-

~counter that ‘the Commission" Hopes ‘will ' bé ‘continued and

broadened in the' future. The complaint was repeatedly heard

at these meetings that phllanthmplc institutions~foundations
'-_and federated fund-raxsmg orgamzatmns in partlcular*—-tcndcd

"mg’ role of the’ voluntary sector, it was. charged is fmstrated

by closed doors ‘and closed minds.**"" -
‘Such complamts have beeh sounded in partzcular by “socnal
~ action” or “public interest” groups and by women's’ activist -
organizations who say their ‘causes are going underfunded, dn-
part ‘becaise of what they claim js the macomsnblhty of many
: _ph:lanthropic institutions. This macccsmblhty tends’ to result,

- _they charge, in the following of established patterns: ‘of giving
" to established donee areas and institutions. The result: “We .

believe that instead: of being the venture capital for social

" change,” states a “Donee Group” report to the Commission, -

“philanthropy has, for the most part, patterned itself after its
corporate ‘and- govmmental counterparts. Tt ‘has become by
reaucratic; safe and more conservative and less- wﬂlmg to take

*See comment by FRANCES T. FAREN'I‘HOLD, page 2!6.
**See comment by MAX M, FISHER, page 217.
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nsks than the mlatlvcly; xnﬂemble govcrnment to. whlch lt :s 50 -
' closely related.” 7

~'The’ Comm:sslon 15 concemocl thatrthe phxlanthrop:c process-
: may not. be fluid: enough to rcspond to. new: needs as; l‘he)r4

: tutmnallzed phﬂanthmplc sources are macle not. only by new
groups ‘with new causes to promote but are also acknowleged
by. longe,r estabhshed oxgamzanons w:thm thc phllanth plC'_
world.

"The Commlsslon feels further that greatcr accesslblhty tof
fundmg orgamzatlons by all segments of society, ‘with their
dlﬁ'ermg perceptions of needs, can. only ennch the! phllanthrop-

i process and. ensure “that in aggregatc it:is’ tcndmg to public
needs that ‘best-are. served by the' voluntary sector’s pamcular
 capabilities, ‘The Commission believes: that- private . giving

- should -be constantly' aware of and: sympathchc ‘to emerging
needs, particularly of -groups and 'causes in society: that ‘are
least.able to meet their own needs. This is one of the-tradition- -
al missions of: “philanthropy” and of “chantyt and it.continues
today with different thrusts and perspectives! Therefore private
donors,' whether " individuals, - corporations; or' foundatxons,'
‘shonld’ fully inform themselves of such needs and:examine. their

. present: Yunding priorities in' the light of these rieeds,and they

should do so with a sense of obligation, both’ to’ themsclves and

~ to the changmg somety in whxch they lwe. BRE -

| Re'commendafions' B

_ Wlth the aim of encouragmg and facxhtatmg w:der access 10
andigreater venturesomeness by mst1tut10nal phllanthropy, the
Commlssmn recommends '

. 1. That. the duphcauon of; legal respons:b:ﬁty for proper upm-
' dature of@unda&on granis, now imposed on boﬂfi fm&h&om and
. _reczp:enis be eliminated and that ‘recipient orgmnzat:m 69 mad’e
pmmn!y»lre:ponabk _;in- their expenditures,
Under; 'the 1969 tak reform measures, foundatmns and thclr
oﬁ'ioers becamc legally a.coountable, throug “cxpenchturc re:
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sponsibility” and reporting’ pmvmons, for the actions of groups
they aided. This, thc Commission believes, serves as. an unde-
- sirable:and  unnecessary. restraint on the openness and venture-
- someness of. foundations.” ““Expendlmre responsibility”’ dlso im-
"poses heavy lega] and administrative burdcns, part:cularly on
_ smaiter and newcr orgamzat:ons. '

1ty” reqmrement as’ now imposed on' fuundat:ons not only du-
phcates rcsponslblllty by placing reqmrements on’ both the
grantor and the, grantee, but unduly.enhances the power of
foundatmns over grantees. (3 _puts foundatlons in a pohcmg
and sm:velllanoe role.and -thus. undermines. the autonomy of

N grantee organizations. This responsbility; should rest. on_ the

grantees. The Commission believes that abuses that. gave rise to
the . “expenditure.. mponmblhty ‘réquirement are adequately
contained under: the Commlsslon s recommendations. for. great-
er aocountabnlny by all nonprofit organizations;. by other pro-
: vmons of the 1969 Act, and by legal remedies- outside the act.

.2, M tax—exempt or:gamzat:om, partu-utarly ﬁmdmg orgam
zatmm, recogmze an.obligation to be responsive toichanging view-
_ pomts and emerging needs and that they take steps: such as broad.

emng their boards and staffs tmmwre that thcy are respormve »
~  Charitable’ nonprofit orgamzatlons exist; and ‘enjoy special
tax status to serve pubhc purposes, one of which, as this report
earlier recognizes, is to act as pioneers of social change. There-
fore, the Commission believes that such organizations, especial-
ly those that serve to channel funds to other nonprofit groups,
. _have a pubhc obligation, which transcends their private pre-

mgatwcs, to be aware of and mponswe ‘to new attztudcs ancl '
nceds of all segments of society. '

‘One means of attempting to meet this obllganon, a means
that the’Commission feels exempt organizations should periodi-
_ cally cmploy,, is to del:beratcly examine and if need be broaden
their boards and staffs so that a mdc range of vxewpomts is
reﬁcctcd m ea.ch orgamzatnon s very gnvemande and manage-

. "Sec comments l:ry FRANCES T. FARENTI—!OLD page. 217, by GRACIELA. OLL
VAREZ, page 219, byWIL!JAMM ROTl'LpagBQIQ byMAXM FISHER, page 220,
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ment. Exempt orgamzatmns, like other, institutions in our soci-
 ety, should be .especially aware of ‘the importance of having
part:mpatmn—more than token rparncnpatnon—of mmonty
.groups and women in their governance and management, .

"iThe Commission ‘has considered and rejected the pnnc;ple
that- all: voluntary .organization boards be “rcprescntatwe” of.
the public at large or- of any pamcular community, A: pnnc:pal
virtue of the nonprofit sector ‘is that it reflects. different’ pnon-
ties, dlﬁ‘emndy arrived at, than: does representative govern-
ment. To impose rcpmcntatweness on the control: ofwoluntary3
organizations -would, ithe Commnssmn ‘believes,: undermine an
nmportant dnsuncnon between the voluntary sector and govem-
ment. ai

- However, unless repeataed steps are takcn by chanta’ble orga-
mzatlons to diversify .boird memberships,. the possibility, must
be envisaged of; “pubhc members” being imposed: on! the
boards:of these orgamzauons In any case, as govemmcnt funds.
increasingly, flow;into or through voluntary organizations, they
may have to give more consideration themselves to mvntmg
“public members” on :their boards as an. element " of public
access and control. Methods of naming such members and the
implications for; the governance of nonprofit orgamzauons are
subjects that should be studied by the permanent commission
on the nonprofit sector; recommended in Chapter VIIL

Not only does the Comtmsslon urge and encourage the
broadcnmg of v:cwpomts in the staﬂing and dm:ctmg of exist-
ing, nonproﬁt orgamzatlons, but it urges the establishment of
- new . organizations and new orgamzatlonal structures that
broaden the spectrum of institutional philanthropy in general

‘Within the last several years, for instance, a number oﬁ new
" foundations with strikingly unconventional funding’ pnontles
have sprung up. A “People’s Trust,” which would raise funds
in' modest monthly pledges for projects in Atlanta’s poorer
neighborhoods is currently being explored. The Commission
applauds such developments and feels that the phllanthroplc
world should be réceptive to more of them. .

' The Cominission also suggests the wide use of mtcrmedlary-—
orgamzatlons that provide centralized professional services to
nascent groups in their’ dcalmgs WIth foundatlons, groups that
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are unaccustomed to: the process o£ seekmg and managing
foundation grants. Further, in the name of wider geographical
as well as‘social: aocesmblllty, the:Commission believes that the
largest foundations, most ofi which - are 'situated in major east-"

~* emn cities; should’consider means for: malcmg themselves: more

awan: of; and accessnble to, gmups m*other parts o£ the. country

'k, '_,"nm: a nizv category. of “independmt” [omndat:an be estab-
wamf by Iaw Such- ‘organizations. would enjoy the tax bencﬁts of

publ:c charities.in ireturn for diminished mﬂuence on the ﬁ:icnda- '
tion’s board by the;ﬁmudafmn s benefactar or 6y Jus or hemfamdy
or-business associates.*: .
~ Linked to mést Commtssxon meamh ‘on and dlscussmn of
the subject of broadenmg Toundation boards has been the issue
- of “donor- control” of private.foundations. Traditionally, after
‘a‘foundation is: established, thé giver of the foundation’s en- .
dowment- plays an active. role in its running-or if, asis’often
the".case,; 'the! foundation grows out of a bequest, the be-’
_ -qucathers famﬂy and associates play such a role. The question
has been raised’intermittently in the. philanthropic world and
by cntlcal observcrs of this world as to. whether ‘there should be
-some lumtanon ‘on’ this control. The question is raised in terms
of social cqulty In. view of the'i 1mportant role of favorable tax
laws in the ¢reation of - foundatmns should ' the “founder,
through’ oﬂ‘spnng, relatives or associates, be allowed an mdeﬁ- '
. nite role in the control’of ‘a foundation? The question is also
raised as a matter of access: Is'a donor-oontrolled foundation
llkely to rcﬂect a pamcularly narrow pcrspectlve, to bc macocs
sible to a range of viewpoints? =
 The Commlsmon feels that there is no clear-cut answer to
either question, which involves oomplex value Judgments, in-.
sufficient :data; and such . related - lmpondcrables as whether
limiting donor control would dxscourage the setting up ‘of. new
foundations. Any questions about donor control must take ac-
count of the fact that some donor-cdntrollcd foundations ‘are
widely regarded as being among the most innovative and effec-
~ tive:of philanthropic organizarions. Therefore, the Commission-
does not recommend any spemﬁc limitation of donor control,

*Ses comment by WILLIAM M. ROTH, page 220,
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‘but urges considerable further examination of the issue, while
espousing the :general vlew that openness and accessibility; are
as important for donor-controlled foundations as for other phd-
anthroplc, nonprofit organizations. If, 'in any part:cular orgam- '
zation, relinquishing a.degree of donor control serves to. further
the. cause .of. greater accusnblhty, then this. . course should we
feel, be: pomtlvely pursued. - i -

_ To counterbalanoe whatever: dnsmoentlvm there may be to-'
: _relmqulshmg full donor; control and because it sees a. positive
value in Broadening: the decision-making base of foundatlons,
the Commission; ‘recommends the establishment of ainew, cate-
'gory; of, “independent” foundations, Governing. boards. of such
'foundatlons would be restricted to.at most.a minority, rcpresen— _
tation by the donor, the donor’s family; and business ‘associates.
In. retum, such- orgamzatlons would not be subject to the.limi-
tations -on: giving' that now apply. to private: foundatlons, in-
_ cludmg the cellmg of 20 per cent.of a giver’s income that can
be deducted from income-taxes for gifts to pnvate foundations,
the restriction’ against endowment gifts from income of other.
. foundations and the exclusion from full eligibility to receive
' appremated property that is deducuble at market pnee. :

MINIMIZING PERSONAL OR
INSTIT UTIE)NAL SELF-BENEFITIN G

Part of the baslc deﬁmtlon, written into- law, of thc tax-
exempt orgamzatmns that have been the focus ofithe. Commis-
sion’s examination is that no 'share of such organizations’ net
earnings may benefit private shareholders or individuals. More

-popularly put, nonprofit:organizations are not in business to
make ‘money: for- anyone. and if they do, they shouldn’t: be
allowed tax exemptions but should be subject to the same
levies as ordmary commercial organizations. - _

Yet a few situations have been uncovered and have been_ .
highly publicized in which nonprofit orgamzatlons or. specific
transactions within such organizations have clearly served
above all to-benefit managers, benefactors or: others ‘associated
with: the orgamzatlons, or simply have led to. the ennchment of
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an orgamzaﬁon itself- with no increase in the organization’s
-benefits to society. "Most: widely disparaged, perhaps, has. been
-the finding that a. few organizations, becatise of cxtraordmary
: mefﬁcwncy as well ‘as sclf-benefiting, have ‘spent”more on fund
' raising and administrative costs than on-the purposc for whlch- :
they raised - funds and were presumably-in existence.”In ‘some.
cases, ‘less than one out of five dollars has remamed for an’
organlzanon s ostensible ‘operating purposes. - o _
‘Ower the vears, other!abuses that have oﬂ'cnded the: spmt of
the law that!gwcs spectal tax’ pnvﬂcgcs to nonprofit organiza-
‘tions have'come to- ‘public-attention, including charitable orga-
nizations established and maintained pnmanly to’ purchase the
- products: ‘of commercial manufacturers; to be given away in ‘the
process of sohc:tmg funds, Jess-than-arms-length dealings -be-
‘tween charitable organizations ‘and ‘businesses with which their
officers or directors are connected, resultmg in-unconscionable
benefits to the individual mvolvcd, or in losses to the orgamza-
tion because it ‘did not bargain for goods or services in the
open market; ‘and unrcasonabic compensanon to’ oﬂioers and
cmployees '
- :As a result -of: Congrcsss mvestxganons of foundanons in
- 1969, promptcd by some dramatic sxamples of abuse, laws
were passed specifically. aimed at eliminating such ‘abuses by.
. pnvate foundations, The Commlssmn believes. that tax-exempt
organizations other than private foundations | may be as open
to theé possibility of such abuses, howcver, and: therefore it
~ favors extension to other exempt organizations, at least in part
“and ‘with appropriate modifications, of several of the 1969 pro-
_hibitions " that; now, apply only to private foundations. The.
Commission also believes that other remedies and restraints are-
called for to insure public confidente that charitable nonprofit
orgamzanons do indeed serve: only chantable nonproﬁt causes.

P Recommen‘daticcns
'I’hc C«'omm:smon thcmfore meoommends

1, That .all tax-exempt. organizations be nqmred 6y taw to
maintain. “htmx-kngth” buunm relationships. with pmﬁt-mdcmg;
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ergenizations or activities in which tmy member of. the organiza-
tion’s staff, any board member or§any mq;or contributor has @
. substantm! ﬁnanc:al’ mterext, ntﬁer dzmctty m' tfu’ough Ius or hcr
amily.
f “An: outrlght proh;bmon agamst busmcss deahngs betwccn a
: nonproﬁt orgamzatmn and individuals or companies: to which
principals in ‘the ‘nonprofit organization are linked: was consid-
ered by the. Commission- and- rejected’ as ‘not: practlcal for:all
voluntary orgamzatmns ‘Such a prohibition, it was felt, could
put many voluntary organizations-at & considerable disadvan- -
tage; partlcularly local- operating charities that: would not: be -
able to-do business ‘with a.local bank or real estate firm or:a
suppher, even on specially favorable termis, if the business were
owned ‘or managed by a: trustee or. officer of ‘the voiuntary_
orgamzatmns. Yet; in-addition to the “arms-length”. requlre-
ment, all transactions should'be. prohibited where they.result in
financial injury to “the orgamzatmn, -any iimproper: benefits
should' be  recoverable through -action by state-or federal an-
thontles, and: appropnatc pcnaltles should' be prowdcd

2. That to &smurage unnemsmy accmnulatwn oﬁ‘ mcome, n
ﬂaf payout rate of 5 per cent of principal be fived by Congress for
private ﬁmndatwris and a Iow rate for otfm‘ mdawed tax-exentpt
organizations.*.. .

Present law. reqmrcs that prwate foundanons make anmlal
dlsbursemcnts for. their exempt: purposes: 'of a percentage of the
organization’s endowment. The percentage is fixed by the Sec-
retary of the Treasury and varies with interest rates and invest-
‘menit yields throughout the ‘economy. Because of circimstances
in the financial market place, the payout rate (now;set at 6. .per .
cent) is higher, by a-significant degrcc, than the yield that can
be anticipated. from a balanced investment portfolio, The effect
of this payout. requirement has been to cause foundations to -
" invade capital bcyond any reasonable expcctatlons of long-
term capital appreciation-that might cover such. invasions.

The Commission strongly supports the principle of the Te-
quired “payout,” not only for private foundations, but also for
-all’éxempt organizations -with. endowment resources. But the

*See dissent by WILLIAM M. ROTH, page 220,
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-payout rate. should not: bc so hlgh as to cause erosion of endow--'_
ment funds.: Nor does the Comrmsmon view: the short-term
fluctuations i in the: rate, ‘now occumng ‘under, pmscnt law, to be :
desirable. A flat’ payout rate of 5 per. cent would assure the
adequacy of continuing charitable. payments, yet would permit
- .wel]-planned ‘management *of .:the - -organization's’ jendowment

funds. Because financial circumstances may change. over:time; .

_:the 5:per cént rate could be set for a fixed period,- ‘such as five

ycars, and reviewed by the Congress at the end of: that penocl _
:Public charities are not currently subject to any ‘payout re- -
-'qu1rcment ‘and. at least one well pubhcmed instance has corne
-to light in which'a charitablé organization has amassed large -
-financial holdings while doing little to expand:its charitable
. activities. So the Commission. believes that a- payout rule is
desirable for other endowed charities as well as for. foundations.
- For: orga.mzanons ‘other. than'private foundations, however, the
payout rate should be.set at.a smaller. percentage and. it ‘should
" be satisfied by the use of funds;for the direct conduct of the
orgamza.tlon s.activities, mcludmg the acquisition, construction
or-repair of buildings or ‘other facilities, the acqmsmon of art
‘objécts’ by ‘museums” and so’ forth. Accumulations, in fact,
-should be. hbcra.lly allowed for'purposes that clearly further the
'organmatlon s itax-exempt functions and services. ' -
- The provisions of the prescnt law that prevent a: prlvate
foundartion': from makmg speculative or other ‘investments

‘which “ eopardlze its exempt purposes” should also be’ apphed o

' w1th appropnatc modlﬁcatlons to all ~exempt orgamzatlons

e, That a system of. fzderal regutatwn be establzsked ﬁ)r mter
state charitable solicitations and that intrastate sokcatatzom be
-mare cﬁ'ectwdy regulated by state governments.® = &

In the Commission’s.sample survey -of taxpayers; 30 pcr cent -
-of those questmned said they did not like .the way their contri..
‘butions were used and one out of seven respondents specifically
complamed of excessive: fund-ralsmg or -administrative costs.
‘This. wariness undoubtedly -has been - helghtened in many
‘minds-by. recent cases,: including those uncovered in congres<
sional investigations, where some costs of chantable fund rais-

‘See dissent by RAYMOND j GALLAGHER page 220
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- ing absorbod most of the funds ra.lse& leaving the impression.

that some charltable solicitations are more for the benefit of
the_solicitors than for the charitable causes mvolved ‘In some
~ other mstances, contnbutlons ‘have been’ recurrcntly solicited
~and’ ralsed that are. far m excess of the orgamza.{lon s operatmg-;-’_ '
outlays : ’ '
. The Comnusmon beheves that the vast ma]orlty of chantable-
sol:c1tat10ns are oonscmnnously and, economlcally undertaken '
: Nonetheless, Cases . of. unduly, costly or -needless  fund ralsmg
point to the:absence. of : any focused. mechamsm for overseeing
such activity and, if need be, applying sanctions. ©ne Commis-
sion study ﬁnds, Adn- fact, that:only; one half:of the 50 states
i regulated the solicitation ‘of funds and-that- “the ‘coverage: ‘and.
scope of”; those that do. regulate. “vary, wldely ”? State regula-
tion of intrastate solicitations, the Commission. beheves, should-
~ be strengthened; but ‘because many. solicitations spread: aver,
many states at once, state regulation:is 1nev1tably limited in lts
effectiveness.. Glearly, the federal government and. federal’ law
must: play the major role in assurmg the integrity. of charitable
' sol:c:tauons, a role:that they just as clearly do not play today:
. - The Commission recommends specifically that-ali: charitable
i orgamzatmns should:be required:by law to disclose all solicita-
tion costs to the Internal Revenue Service, in accordance with
. .accepted accounting pnnmples, that “all solicitation literature -
- should - be : required - to - carry a:notice to the effect that full
financial data can be obtained from the soliciting organization
on request; ‘that -any such’ requests. be required to 'be :rapidly |

* . answered;-and that a spemal office be established.in the: Inter=-

nal Revenue Service or in some other federal agency or regula- '
tory. body; such-as the Federal Trade- Cornrmsnon, to: oversee.
: chanty solicitation and take actionr against improper, mislead-

ing or excessively costly fund raisings. This special office mxght E

be- supplemented by -and guided ‘by an accrediting: organiza-
- tion, 'which would review the finances of and certify, all exempt

~_organizations® whose sohmtatlon practxces are found to ment

' approval :

~ “The Commtsmon conr.ldered but rejected proposals that S0~
licitation costs be legally limited. to:a fixed. percentage of re-
. ce.lpts because, unless such a ce:lang ‘were so high as. to'be’'an
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ineffective restramt on most fund ralsmg, it would nsk being
too low to account for the often justifiably lugh ‘costs’ of solici-
tation: for new or’ unpopular causes, On the other hand, state
as well ‘as federal -agencies concerned with-regulating solicita-
- tions should be requlred to establish clear qualuatlve criteria as
to what constitutes exoessively costly”- fund ra:smg (or im-
proper or, mlsleadmg solicitation, as well). Such ‘critéria should
be w1dely publicized so that both: soliciting organizations and
the! oontnbutmg pubhc would: clearly understand the lnmts-
thhm whtch fund ‘raisers operate ' : .

4 ﬁatmaﬁdemlmfbrcmsm toofagmmtabuses bytwc-
exempt orgmmzuem ‘andito protect these organizations them-
selves, sanctions appropriate to the abuses should be enacted as
well as ‘of administrative or judicial review of the prmapal
cxmmg aniction—revocation of an organization’s exempt status.

‘Reméval of tax exemption; which for many nonprofit orga-
nizations:would mean ‘closing’ ‘their doors;. is much too blunt a
weapon against charitable abuses, and for this reason is highly
ineffective; the government hesitates to use it. On the other
hand; .when it is'used, Judicial challenges are slow .and. costly,
and because an organizaton may not be able to survive in the
meantime without exempt status, revoking:an. exemption can
be, in effect;:an unappealable penalty. -

Therefore the Commission believes that more moderate sanc- _
 tions need 'be devised as well as swift appeal processes. Among.
the sanctions envisioned are those that the government could
apply to orgamza‘uons whose activities g0 beyond their, exempt
purposes or.to organizations whose activities:would be penal-
ized under the Commission’s recommendation ;on arms-length
dealing. Among ‘the appeal processes, there should: be: both
-administrative and judicial means of appeal. Of the latter, the
Commission .advocates procedures whereby an exempt organi- .
zation may-ask a federal court for a declaratory judgment on
its tax-exempt status or its eligibility to receive tax-deductible
gifts. During litigation or appeal involving either sanctions or
determination of tax status, an exémpt- orgamzation should
generally be allowed to.continue its charitable operations. Pres-
ent Jaws prevent an appeal when the IRS denies or fails to act
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on- an apphca.tlon for cxempt status; So appea.l procedures
shoald appl:,ar to initial ‘determination of tax-exempt status as
well as to revocatmn oi' thls status B o :

INFLUENCIN G LEGISLATION

The rela.nonshlp between the nonpmﬁt sector. and govern-
ment  is both’ ‘complementary, and competitive.; On the: one -
hand, the two sectors often perform related functions in various
areas of society, at times and- places relying ‘on each others
assistance and co-existing in relative harmony.

-On ‘the other hand, as Chapter I has: noted, a. degrec of
tension and ‘conflict, not necessarily unhealthy or socially un-
beneficial, has marked relations between  government and vol-. ,
untary organizations and assdciations throughout history, -

“The'ambivalence of this relationship is pcrhaps most- clearly
reflectéd today in the fact that for nearly six decades govern-
ment has, through the charitable deduction, cncoumgcd a wide
- range of activity and influence by nonpreﬁt organizations, and
yet, for two thirds of that time, since 1934, it has specifically
prohibited tax dcductlb:hty for any orgamzatxon, a “substan-
tial part of the activities of which” goes to “attempting to
influence Iegislation.” Government, in other words, encourages
the nonprofit sector to do 'a great deal but specifically dlscour-
ages it from trying to influence government itself;

Two pnnc:pal rationales have been offered for this discour-
agement. The image 'has Been' -evoked at various times of the
corridors of Capitol Hill swarming with lobbylsts operating
with huge “slush funds” from nonprofit organizations.* The
idea that tax ;mmumty is a form of government subsidy is part.

- of another’ argument: in this view. government should not, but
" would, be ina position of submdmng efforts to influence itself
- if it allowed tax-deductible organizations to lebby freely,
- In recent years, however, there has been- gromng Ppressure to
remove or relax the restrxctlons on attempting to influence
_ legislation. This pressure has developed because of a number of :
factors: . ,

*Ses comment by MAX M. HSHER, page 221
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 =In 1962, Internal Revenue Code prcmslons oovenng busl-~
ness taxes were amended to allow a business to deduct the costs
- of influencing legislation affecting the direct interests of that:
business. Deduction of dues to trade associations that lobby en
‘behalf of a business’s mdustry—w:de interests has been permit-
ted unider the amendment. Thus an inconsistency, exists where-
in businesses and trade associations are able to lobby for"their
interests and to-benefit from tax deductions for. the. costs of
such’ [obbying, but nonprofit ‘organizations and associations are
allowed considerably less freedom to lobby or otherwise at-
tempt to influence legislation wlthout endangenng thelr tax-
deductibility status. .

—Considerable uncertainty, surrounds just what constltutcs a
“substantlal part” of an organization’s activities.or “attemptlng
to influence legislation.” After forty. years of, the tax-law. provi-
sion, this uncertainty remains unclarified by either the:courts
or the Internal Revenue Service. One result;is.that some larger
nonproﬁt groups are.able to lobby amply:within' the law, be-
cause-in relation to their size their leglslatwe activities make up
" no substantial part of overall activities. Smaller groups; howev-
er, lobby at the risk of treading: over some ill-defined line’ and
- thereby. losmg their special tax status;-as a result, they may -
hesitate. to. engage in lobbying activities. to an)r mgmﬁcant de-
gree at. all.

—Less dlrectly] but perhaps most profoundly a.ﬂ'ectmg attl- ’
tudes toward such restrictions on nonprofit organizations is the.
_ change in the relative sizes of government and  the nonproﬁt_
sector in recent decades. As government has expanded in rela-
'~ tion to the. nonproﬁt sector, the mﬂuencmg of government has

'tended to become an ever, more nrnportant role .of nonprofit
_ orgamzatlons As nonproﬁt organizations pro\ncle smaller
' _shates of health, education and ‘welfare services, for instance,
~ the ability to influence the larger provxder—government-—be-._ '

comes more important, :
\ —“Public interest” and “social actlon” groups have been _
gromng in numbers in the nonprofit sector; they miay well
represent a major new direction of the sector; "and one of their
foremost roles has been precisely to influence legislation. ‘Some
groups such as Common Cause and the League of Women
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'Voters have: dchbcratcly, if unhapplly, -adopted non-deductlblc o

status so as to be able!to; labby: without restraint.. They, feel

~that,*while they -are'still able to' enjoy: tax-cxcmpt status, the-
" law should allow: them to lobby and snll to' recelve tax-dcduct- S

" iblé contributions. IR S
. .—The Gonsmuucmal questlon has been ranscd as'to whether '
this inhibition'against mﬂuenmng lcglslat:on is an mfnngement‘
‘of free speech and of ‘the rightito petition govemment
Pressures to. change the anti-lobbying restriction have msult— _
ed in-a numbcr of proposals and congress:ona! bills. in"recent -
-years. The. American Bar Assocation in 1969 passed .a resolu-
tion that advocated amending the Internal Revenue Code to
) _allow a nonprofit organization to lobby with respect to legisla~
~ tion that was-of direct interest to the organization. This resolu-
_tion became the basis for a Senate bill two years. later and
~ since then various bills have been drafied in Congress with
- wide differerices but the similar goal of easing or mare clearly
';.deﬁnmg, but not tota]ly removing, the restrictions on nonprofit
_ organizations against lobbying and other means of mﬂucncmg o
‘legislation. .

Recommendauon

Agalnst this background of a long-standmg bamer bctween
- voluntary organizations and government, the Commlss:on rec-
ommends: . '

_ Thatuanproﬁtorgmuzatzm ot!m'thanfomdahom,beal-.*
. lowed the same udomtoaumnp”o encehgu!aaauasm-

. busmasscorporo?wmandtmdeasso tka“owardth:send_

- Congress rmetkemmhmtaaonm ity &y clumta-'
ble groups ehg:ble* to receive tax-deducki
. The only major restrictions in thm area th&t the Commxssmn
believes can be. fully justified are:
Those that would: prcvent a pcrson or group from bemg able
. toset up an organization to campaign | fora particular piece of

o leglslatlon and, then deduct from incomie taxes the expenses of

. .runming such an operatnon Thcreforc, the Commission recom-
- mends that orgamzatxons mccmng tax-dcclucnblc glfts must be
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required to have broader charitable aims and functlons apart'

- from any immediate !eglslatwe activities. - - |

i Prohibitions against a2 nonprofit orgamzatzon s supportmg or

opposing a’candidate forpublic office. . '

~*Maintaining the. current total proh:bltxon agamst lobbymg- :
by. pmvate foundations.

Othcrmsc, the. Commlssmn bcheves that thcre shou!d be no
r&smctlons, linked: :to. tax deduct:h:hty, on what the Commis-
sion.feels; has become an increasingly important role- of ‘the
nonproﬁt sector and a major part of the ph:lanthroplc process.
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VIII
A PERMANENT GOMMISSI@N

Tl .
The Commissxon;on anate Phllanthropy and Pubhc Needs

hasvaddresscd itself to- many" of - the issues, challenges, changes _
‘and simple uncertainties that face the third sector and its-phil- -

- anthropic underpinnings in the mid-1970’s, The' Commission’s .

stud1es, we feel, have slgmﬁcantly advanced the state of knowl-
edge in this area. Yet for every: subject examined, it ‘has be-
come evident.that inany: other. subjects remain barely explored.
For- every- conclusnon, ‘recommendation -or. finding; involving.
any particular-issue or. set of issues, there has not been. enough

mfbrmatlon to come tO dCﬁlllthB -conclusions: 8b0llt other im- -

. portant or pressing issues. Such is the immensity and dlvchIty :

of:this area:of American life; and such has been the scarcity of
information: that ‘has faced the Commission that we mewtably"
: have had to leave depths unfathomed. = .

-Why do- people give? And, of: cquai 1mportance, why do
some not give even though their economic circumstances would -
make it feasible for them to do so? We still do not know in any
'- eamly analyzable or quantifiable sense. .

‘What are the dimensions of “charitable” 'actmty and of ng- -
mg, ;and what are the characteristics and problems of the ma-.

‘ - jor categorles -of-. nonproﬁt institutions? “The lack.of informa-

tion.'is_ striking;”  notes ‘a-‘Commission "report covering. these
. areas. We have made -estimates and extrapolations, but it is
clear that. they are only.that; and as regards the :economic
condition of the. third sector, in addition to suffering long-term
economic strains, it has unquestionably been severel}r struck by
- the .recent recession and inflation, but precise. information
about what can best be done: to: allev:ate the cnsns of some
~ institutions is still lacking. -

. -What are ‘the purposes, the publlc needs, to Whlch nonpmﬁt
: orgamzatmns and philanthropic resources are best oriented? As

- . this report observes in earlier parts, virtually the whole breadth .

- of our social and cultural consciousness.and activity is-encom-
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N passcd by phllanthropy and nonproﬁt activity, from relief of

hunger to_support of the fine arts, from studies in biosociology

to public: television.' There is no. smgle set of pnorlties that -
applies across-this. whole immense range, no easy: arranging or’
rea.rrangmg of ‘the opnmum distribution ‘of ph:lanthroplc re-

sources between . various claimants within: this range. This

Commission’itself has been divided, in‘ fact,.as any, reasonably
,represcntatwe group might well be in‘the mid-1970’s, on what

is a:socially optimum allocation of ph:ianthroplc fesources, and
on - whether changc in the prcsent allocanon is necessary or
desirable, -
-Perhaps msely, we have tended o lmut our dlscussmns to_

- means rather- than ends, to processes by which it is hoped:that
nonprofit activity and philanthropy can be both strengthened
‘and guided toward addressing needs that society’s third sector
is best: des:gned to: fulfill.- Yet, the Commission also recognizes -
that if private. giving should continue to shrink in relation to

the rest of the economy, and: if nonprofit activity should con-.
_ tinue to grow smaller in comparison with governmental paral-
lels, the determination of the best uses of these iroluntary re-
sources may become a paramount ‘and recurrent issue facing
‘the nonprofit sector and American society as.2 whole.

As noted elsewhere in this report, the monitoring-and influ-
~encing of government may be emerging ‘as one of the most
effective and socially beneficial roles of the voluntary sector,
and perhaps philanthropic resources and the processes that en-
courage and direct these resources should in the future be' more
specifically oriented toward this role. Or. perhaps it will be-:
‘come evident:that the oversight of corporations should-be giv-
en ‘priority in the use of such’ resources, as corporations them- .
selves loom ever larger not only in the economic but in the
soctal life of America. -Then-, too, there are those who are al-
ready saying -that. giving in the voluntary sector-should be
refocusedon a role that'is as old as phtlanthropy -and charity.
themselves-helping the helpless, or, as viewed in contemporary
socio-political terms, empowering the powerless: What, then, of

ph:lanthropys current major ncn:lplents and beneficiaries? -
- 1i"One of the difficulties in assessing the functions of private.
. ph:lamhropy in America,” as Robert J. Blendon, vice president
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of the Robert Wood J ohnson’ Foundation, writes in a2 Commis-
sion study, “isthat, in a changing society, past experience may,
not be.aireliable. guide for interpreting, comctl;z currents. of -
futurc need.” Acoordmgl){, phxla.pthroplc priorities should bc-' -
oome a matter. of examination on a continuous basis. . =
Many othen;aspects . of. phllanthropy need to be stud:ed as
well. Many questions remain. to beianswered, and many, to be
asked. Moreover, even the answers the Gommlssmn conﬁdently
offers today, in-areas to- which it has: gwcn partlcular attention;
such ‘as the relationship of: taxes: to: ; giving, . are ‘subject. to
change, perhaps with very little notice. For, above. all, it is
clear that the region we have. explored is itself changmg swift-
ly, pcrhaps profound]y S SRR

Part of a Larger Process

: ;So the Commnssxon mgards its eﬂ'orts, its examinations and
deliberations as but a modest beginning of what must become
a larger and longer process if the voluntary sector and philan-
- thropy are to become as well understood, as well mapped, as
" the government and business worlds. And’ they:must be better

understood, we feel, on a continuous:and up-to-date basis, if
~they are to play thelr most producnve role and to be intelli-
gently guided in this role. .

‘The scope and duration of the need is such that therc should
be established, in the view of the Commission, a new organiza-
tion of recognized national: stature. and authority: that ‘will
work steadily and on a. long—term basis to strengthen the non-
profit sector and- the practice of private giving for: pubhc pur-
poses. Many areas within the sector have created associations
to champlon their causes and interests; But the sector as.a
whole, in' part because of its very scalé and diversity, has no
single entity to give the kind of serious thought and attention’
t0 its overall and fundamental problems as traditionally have
been given to the profit-making sector and to the:structure and
functlonmg of government. -

Yet in ‘a time when the sector is subject to both- cconomxc'

strains and polmcal and plulosophlcal questioning, when pro-
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found' changm are takmg piace in its. mle and ‘in its relation-
~ship to govemment -and when philanthropy has failed ‘to keep.
pace-with’ soclcty, in economic and financial terms at least ‘the-
- Commission’ believes that such. an entity ‘is necessary. for. the -
,_gmwth perhaps even the survival; ofithe’ sector as an: cffectwe :
1nstrumcnt ‘of individual initiative and-social progress..s: =i
Among the major purposes of: any: isuch orgamzatlon,' in 'ad-
-dltzon to attemptmg to: find ‘answers to thé questions above,
would- be to study. in depth the fundmg problems of nonprofit

. groups and ‘the mieans:of: increasing the flow ‘of: private. funds '

" into. these’ institutions, Alongude phllanthroplc giving, -which

has" been’ the' major: financial .area of concern of this. Commis- =

‘sion; operating. revenues are the other principal: source of pri-
vate funds for nonprofit organizations; and study. and develop-
ment -is needed of ways of increasing such revenues mcludmg_
. 'ways of removing - ‘legal barriers to nonprofit orgamzatlons
earning: operating revenues. ; ‘Present IRS regulations, for in-
stahce, severely limit the - capacnty .of public-interest- law' firms
" toearn legal fees:for their services, fees that would. go.a long
- way. toward makmg these kmds of nonproﬁt groups self-sup-

portmg

“In addmon to- pnvate fundmg, any future body on. the non-

' 'proﬁt sector, will also: inevitably: have:to.concern itself with the

. growing role—and growing challenge—of government funding,
' A major task ahead is to study further and develop guidelines

and insulating institutional channels for government funding

that will accommodate government’s right to be assured. that

public money-is -propérly spent but will protect remplcnts of
-funds from_ stifing bureaucratic or political intrusion. e
- Indeed, : the whole area’ of working. relationships between

o "government :and:the private' nonprofit sector needs further at-

‘tention’and study-relationships:that are mcreasmgly complex,
*fluid, undefined and hazardous as government programs.and .
' :hudgets grow in areas of nonprofit-activity. The; terms of:gov- -
ernment contracts-and -grants, and the- acoountablhty and re-
porting requirements included can, and sometimes: do, impose

~ not only costs and burdens ‘upon private agencies: but even: -

* dangers to. their constitutional rights. Government decisions- 10
- subsidize. hospltal construction..or to: make sudden slashes.in

188



the. Ievel of: support for research, programs can have umntended
~but.nonetheless huge: and damaging side-effects on private in-
stitutions that lie in.the path of such new directions of public
_policy or that are’ dependent on govemment support for some } )
of their’ programs. -

;The';point; has : beee reached where such 1mpacts are not'

~ occasional or; incidental. but continiqus- and. numerous as- a
- result of legslatwe and executive branch decisions on budget-' .
- ary, program and: procedural matters at all levels; federal, state
~ and local; And yet these impacts, which increasingly: define the.
- role and detérmine the viability of;large categories of the third
sector, are; ne:ther antaclpated nor systematically. identified and

- . evaluated - in ' the. processes’ of leglslame -and:; adrmmstrat:ve L

 policy makmg\ :
- There is need therefore for the mvenuon and estabhshment :
of a new kind of entity to fill this great and dangemus void. It
- must be‘a permanent and -not temporary agency; it must. have,
“critical mass” in’the scale of its financing;. it must have both -
great stature.and independence, to exercise significant influ- -
‘ence at the same time upon the private nonprofit sector, upon
_ pubhc attitudes and understanding, and upon: both the legisla-
tive and executive branches of government. It must be simulta-
_ neously a center for the study and analysis of problems, for the

formulation of constructive proposals for their solution by both . *

- private and public elements, for criticism of the private sector
where called for and for advocacy of the private sector and the

'strengthenlng of this. vital element in our national tradmon of

plurahsm ‘This.is, quite obwously, -not an easy prescnptlon to
fulﬁll . L : -

The Brmsh Model

_ The notion. of establ:shmg some new body to ald or perhaps
' oversee, the-third sector is not new, Indeed,,a number of; pro-
posals in this regard have been advanced in recent: years, 'I‘hey _

~_have ranged from relatively modest ones—thé creation of what
. would be essentially an:information c!eannghouse—to recom- -
mendatlons for; estabhshmg new reguiatory agem:les w;th w1de- .
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Tanging’ authorxtg,r and - _;uchc&al ‘powers.- The latter generally
~ take their inspiration, at least in part, from -the Charity.Com-
. mission ‘in  Britain, which -traces its ‘origins back to 1601 and
- which now has a staff of 360 with broad powers to oversee tha.t

'country 5:115,000 *charitable”: organizations. = i

By contrast, whatever govemmental authonty is cxcrclsed in
thls area’in the United States is widely dxspersed It resides for ~
the most” part in the courts, in state attorneys general and in
the ‘Internal| Revenue - Servme “The last is: the ‘nation’s single
most mﬂucnnal ‘overseer of ithe philanthropic world, because of
its power to: determme, within’ broad limits -of’ the law, what
orgamzatlons are’ ehglble“’ for charitable status and therefore
can receive tax-deductible: gifts. Yet the IRS’s overs:ght is: mcn-
dental to its mvcnuc-collcctmg rele.

- After considering various-existing and proposed raltematwes,:
the :Commission feels that 'a regulatory agency with' full!gov-
~ emmental status and wide authority, modeled-on the British
Charity Commission, is not transplantable into the American
context and that the present pattern: of enforcement and over-
sight of nonprofit organizations should; with the: changes pro-
poscd in’ the prewous chapter, be mamtamed. ' L

Quul-Govemmental Status '

Yet the Cornmlsmon does feel that there is mdeed a need for
an ‘organization with analys:s and ‘advancement of the noh-
profit sector as a central purpose. And while rejecting proposals'_
that such an organization be a governmental agency, like ‘the
Charity Commission, we do see considerable merit in quasi-
governmental status for any natxonai ogamzatmn on the non-
profit sector.

Government and thc nonproﬁt sector are obv:ous]y and un-
deniably related in their public purposes, they are linked
through the tax system and there is 2 wide intermix of public
and private support for publzc and private organizations. We:
~ hope and believe that a ‘commission with gavemmental inpat:
would ‘act as a- catalyst to bring together, ‘the ‘two sectors in.
~ more deliberate ways so that they will work more fmltfuily:
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together, and more harmbniously than thcy have at times. The -
- relative virtues: of one sector in comparison with the ather are
best excrmsed we: bclleve, not.in competition but in co-allgn-'
ment. As a gIance at the social agenda, the catalogue of un-
filled public needs, of this country. indicates, there is more than
enough for. both sectors to do. The: expectation;, that they: will
share the burdens more productively underlies our proposal for
a commisson that will embody among its undeilying, rationales;
a conscious, structural linking;of the two sectors on the basis of -
a clearer deﬂmnon of. thcnr rcspcctwc roles, rcsponslbﬂltnes, ca-
pablhtics and hrmtanons : y .

RéCommendation
r. oo
~ To give concreteness. to thls ooncept as a basis for public
- discussion, the Comm1ss1on acoordmgly, in terminating its own
work, puts forward as one of its. major recommendanons"

That a permanent national commmmn on tke nonproﬁt sector
be established by. Congress.

This permanent commission should work closely ‘ahd con-
tinuously with both the legislative and executive branches of
government, as well as with the private sector, but it should
remain one degree removed from both purely pnva.te and fully
official status, :
~ - The following is an outline of the proposed purposes and
' structure of such a commnssnon on the private nonproﬁt sector:

PUR.POSES o

1, To- construct and dlssemmatc for pubhc cnllghtenmem:
and use as complete a data base as possible on the - present
sources and uses of the resources of the private nonprofit sector.
In this connection the commission. m:ght cstabhsh a. regnstry of
private voluntary organizations. '

. i2, - To observe trends and pcnodxcally update cxlstmg data,.
so that the new commission can stand ready to speak authori-
tatively on the’ cxlstmg state and the future needs of the pri-

. *Seedissents by GBORGE RDMNEY, page 221 and by RAYMOND] GALLAGHER.,
- page 222,
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vate sector. To- azd in thls mle, it is: enwsmned that the com-
mission‘ would have full access to- pertmem IRS data wnhm_ B
'lunlts set by, the nghts of privacy:- i
8, To explore and suggest: ‘ways. of strengthemng the ro]e of
pnvate phllanthropy and the entire private nonprofit sector ini
~ our - society, not’ Only in terms of increased financial: support
and’ volunteered :services but also- of enhanoed publlc knowl--
- edge and ‘appreciation ‘of that role. <~ =~ = i«
4. To provide a forum for public: dmcnss:on of ‘I1SSues aﬂ'ect-.
mg the nonprofit sector and :for commentary cntu:al or other- '
wise, directed toward the sector. :
5. To study in depth the existing relat:onshlps between gov-_ _
_ernment-and the nonproﬁt sector; to;seek- ways of encouraging
and i 1mprovmg existing relationships in a spirit of cooperation
‘while preserving the. effectiveness and independence of the sec-

tor and the private initiative which gives it life; andto serve -

. act:vely in, ciose consultation with government as an ombuds-; .
.man m the protectlon of the mterests of the pnvate nonproﬁt )
"sector T :

FORMATION .
By Act of Congress.

Broad publlc membershlp is essentlal and s0a total commis- .

. sion membership ofi20 to 25 1ndmduals is proposed. Ex-officio
- and other special répresentation memberships should be avoid--

ed in. favor of selection on the basis of experience and genuine -
interest and concern for the areas of the commission’s work.* "
"The. initial membershlp rmght be chosen as. foIlows, assum-
_ing a total of 23 members: : - e
+1, The President selects the commission’s chau-man - ;
2. The: President - (presurnably workmg WIth the chalrman)'-
“names 12 other members.. S o
3. Al Presldenual appolntees are sub_;ect to senatomal oonﬁr- o
manon _
-4, The 13 members S0 namcd then select the remalmng 12} _
members

- *SeeoommembyMAXM FISHER,pagem
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The term of membershlp in the commxssnon should be three
to five yea.m No member should be abie to serve for more: than- :
two successive terms. o '

x __rtmnmc

The commission’s budget should be et from govemmcnt-_
appropriations and from private sources, 1deally‘ one half from
. each. A ceiling* should be placed on mdlvldual private contri-
“butions; so that private funding comes from many ‘sources. A
modest charge on all charitable organizations should be consid-*
ered, or possibly the new audit fee that the Commission pro-
. poses for foundations could be enlarged to’ provide” funds spe-.

c:ﬁcaily earmarked for the new commission. - :

TERM OF EXISTENCE

. The OOmm]SSlOIl should- bc gra.nted pcrmanent status, subject.: .
o of course to- perrodrc review, and, ult:mately, the- oomm:ssu)n (I
‘own-demonstration of its benefit to the society. "
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C@MMENTS AND DISSENTS

k. 'Page 33, by GRACIELA OLIVAREZ -

The Commlssmn on anate Phxlanthmpy and Pubhc Needsi
wais. cha.rged over two years ago with an important natmnal_"
- mission: to review, the direction and status of charitablé giving.
“in this’ eountr)r and to assess its ability ‘to meet publlc ‘needs.
: Pcrhaps the: great weakness in the Commission’s ‘report is that
no definition of public need was ever oﬁ’ered Granted; public
“need._is open t0’ ‘Competing definitions. But the fact that the
CDmmlSS‘.IO!'I chose to defer this fundamental ‘responsibility is
indicative of the general tenor, of its.conclusions:and recom:’
niendations, which avoid i issues: that are controvérsial and ‘com-
plex and in ‘essence support maintenance of the status quo..T
o beheve that ampic modifications in the present system of chari-
“table’ giving are essential if phllanthropy is to be a viable alter- -
native to, government and is to meet real public need. ‘Yet the -

o net.result of the Commission’s two years of study,’ aside from a

~ necessary and relatively strong statement ‘of support’ for the
o voluntary sector’s: legal freedom to attempt to influence legisla-
~ tion, has béen to give little more than verbal tokenism to the
: need for change in the current phllanthroplc structure L

" Page %9, by FRANCES 'T. 'FARENTHOLD; GRACIELA
OLIVAREZ and ALTHEA T. L. SIMMONS =~ .

- The Commission on Private Philanthropy. and Public Needs :
is itself a prime example of: institutional pl'ulanthropy s neglect
of women and women’s interests. While women constitute 53
per cent of the American. ‘population, only four out of 28 .Com-

_mission members have been women and only eight out of the
Commission’s 118 advisors have been.women.. No study was
prepared on women—on either the role of women in nonproﬁt :
orgamzatlons and ph;lanthmpy or the role of nonprofit organi-
zations and philanthropy in furthenng—or failing to further—
the aspirations, needs and rights of women. ,Other than at this-

- particular part of its report, the Commission’s findings and-

- ..recommendations . hardly mention women Or the womens

- movement.
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This dlsrcgard of women s symptomauc of a largcr short-

coming of the Commission: its refusal to recognize that philan-
thropy as-presently constituted has by and large failed to meet
the needs of important new, or newly striving, groups in. the
somcty ‘An. even larger shortcommg that’ underlies the Com-
mission’s ncglect of women has been' the Commission’s. failure
to reexamine ph:la.nthropy and-the use of ph1lanthmp1c re-
sources in light of the immense soc:al changes that have\taken
pIaoc in-the last decade. .
- 'Women and the needs of women dé not constitute the only
such area of social change that the Commission’s examination
of ph1lanthr0py has failed to take into account; the Commis:
sion has virtually failed to heed any such changes in what has
‘been an obvious. prcdlsposmon to defend the status quo ‘both
in the' mstltutmns _that encourage or dlspcnsc philanthropic
giving in the Umted States and in the institutions that benefit
from. such giving.

" Yet the meager reprmntatmn of women on or around the
Commission and the Commission’s virtual silencé on women in
its raearch ‘its dcllberatmns, its ﬁndmgs and its rccommcnda—

tions all’ prowdc some of the more glaring: evndcnoes of the

Commission’s narrow range of vision. That this narrowness has

severely limited the usefulness of the Commission’s ‘examina-

tion of philanthropy and the nonprofit sector is amply illustrat- .

ed by what the Commission did not find out about women’ in

nclatmn 1o these areas.

" The Commission failed to recognize that the concemns of women are an
mtegml part of the solution fo every major social problem. .

"+ The problems of population growth cannot be addrcssed
" without. reference to -the economic and social status of '
women and the myths they are forced to live out, '

+ The problems of ecology and natural resources cannot be

"addressed without consideration of thc role of women as
. *-consumers and mothers.

-+ The prob!cms of poverty cannot bc addrcsscd wlthOut rec-

" ognition of the fact that bemg poor is dlrcctly corrclatcd

 with being female.

+ The problems of the delivery of health care: andfprcvcntmn

.- cannot be addressed without referencc to women as-con-
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_sumers and pm\nders of health: services.

. The problems of mental health cannot: he addremd thh—

out consideration ‘of the: destructive impact of sex dsscmm-r
- nation on the pcrsonahtles of women:and men.

Tke Commission ﬁnled lo recognize ways in whick traditional Mﬂpl-.
ents.of ph:tantlzmpylmntnbute to'the’ dzsmmmalzm agams: women. In

hzgker education, to

\take sa- major m‘sp:ent arear’
- Women' are - discriminated: against on facultws, as evi- .
denced by wide salary gaps between men and women, and

* # by the fact that in 1974, 57 per-cent of male faculty' mem-
* bers.were granted tenure, while only. 26.7 pcrcent of woms-

© - en faculty members were granted tenure. -

" The unemployment rates among. pmfesslona!s are ‘twa to'

three times higher for women than for men.

*'The percentage - of ‘wormen graduate and under@aduate

© -« students is lower-than in 1930

"

‘Many ‘women are ‘part-time studenm wh:ch makes them

"~ ineligible for almost every form of fcllowshlp and grant aid

available. Many who postpone: their 'education during a

period of chddreanng are also eliminated by age restrictions.

"

"'The median éducation level of black women has risen only

« two thirds as much as that for black men- betwcen 1966

b
..
’ N
'y

~and 1972, -

Do Illoglca! clumpmg of: women- m only a fcw arcas’ of stud)r

occurs, e

-Though women complete bachelor’s degrees fastcr and

- ‘with substantially higher grades than men, women are less
. likely to go on to graduate:school. : :

An-analysis of other nonprofit organizations and mstltutlons
would have ‘documented further a generally. shameful record
throughout the nonprofit sector in connection with the status
of ‘women. To cite only two elements in this record:

: 0

“Women rarely appear, in more than token numbers, on
pmfesslonal stafls * or the boards of foundatlons and -
+.‘churches. -

"The United Way gives boys‘ orgamzanons four- dollars to
: every one dollar ithat goes to girls’ orgamzanons.

' The. Commission. fa:!ed to m‘entxfy women as a -major .rec:mn of tke' '
powerless. - \
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A paper prepared for the Commxsston, enntled “Philanthro-
py ‘and the Powerless;”? omitted women enurely That women
must be identified. among. the powerless is unquestlonable con-
_S1denng ‘the ' economic . dlsadvantagee of ‘women, . the systemic.
barriers to pohtlcal participation . by -women, the _ cultural
handxcaps imposed. ‘upon: womerl,: ‘and: the over-repressmn in-
flicted upon certain portions of, the female ‘population. -~ .

. :» Women: hold only 4to7 per cent -of all pubhc oﬂ"ioes in
-, this nation, : _
* Between: 1960 and 1967 the number of forcnble rapes upon
: women " increased by, 61 per cent. But the proportion fol-
lowed by arrest decréased annually. The FBI shows that 86
. per-cent: of; aggravated assault cases were: solved -as com-

~ pared to only 5 per cent of rape cases; ;. '

~-Another important area in-which the Comm:ssnon has failed
1o look at women and .women’s -relationship to -philanthropy
and ‘nonprofit activity—and thereby further ev1dences its: fails
ure to take-account of social change—is in: the. area of volun-

~ teerism. Significantly ‘more women than men serve.as volun-

~ teers—one out of four women do some volunteer;work while
" only one, out of five men do. Yet it is clear that.the: women
volunteer. force :that serves as a basic resource for. many ron-
proﬁt groups and agencies can no longer be- taken. for granted
in the economics of philanthropy. One . reason, probably the”
main reason, that more women than men have traditionally
served,as’ volunteers is that fewer women have held regular '
Jobs Yet; as women are joining the labor force in ever increas-
ing proportions, it-is almost-certain that women in. general will
be contributing fewer hours. of: volunteer: work. The implica-
tions of. this change must be profound for -philanthropy, but
the. Gommlssmn has not considered this area of change at all.

‘Again, while' we -speak: as women. with particular concern- =

about the, Commission’s failure to examine—let alone propose
remedies for—the nonproﬁt sector’s severe shortcomings in
dealmg with the -aspirations and needs of women, we empha.-
- size that we see-this failure.as part of 2 broader failure. This is
the Commission’s unwxllmgness to examine in any -profound .
~and pcm:tratmg way the existing role of philanthropy afnid non-

profit activity and to propose new roles,. with new structures
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and new’ moentlves, that are- appropnatc to thc rapld!y chang- .
' mg world ‘of- the mld-1970’ ‘
“AL;its-best, pnvatc phllanthropy._can play a s1gmﬁcant roIe:
Cin a]lev:anng ‘the maldistribution of, power and wealthin -
American socwty It has the freedom and ﬂcxxb:hty to support"' '
" those’endeavors which truly are on'the cutting edge of social
change. But this-is. true only if it is. willing to listen .to the
- advocates of social change, that is those ‘who are artxculaung
pubhc needs as seen from the point of viéw of those in need.
~So long as pubhc needs are defined by ‘the’ phtianthmplsts_'
rather than by the recipients, by the “haves” rather:than the
“havc nots,”, philanthropy will simply.serve the’ mterests of the_
" former to the neglect of the. latter: The Commission hias com-"
-pletely failed to appreciate this fact. It has by-passed the ques-
tion of: deﬁmng public_needs as’ being too dlﬁicult, and ‘come
down on the side of pr&servmg the status quo in philanthropy:
support for. health facilities; private higher education and the
arts., Tht;:r Comrmsslon has falied to. understand that tl-ns in and o
those groups in Amencan somety which are clamonng for, the:r ’
fair share of the' resources and- power in the richest and’ most
democratlc natlon the world has ever. lmown, such a dcﬁmnon' E
is: totally; unacoepta.ble ' : -

Page 123 byMAXM FISHER, wlth which LESTER CROWN C
RAYMOND J. GALLAGHER, PHILIP M. KLUTZNICK and'
RALPH LAZARUS have asked to be amocmted o

The wntmg of the text of the. report does not. do Jusncc to'. _

the substance of- thc Commission’s discussions, nor to its con- -

clusions. This point was made i in the Commlssmn 5 own dlscus- ;
sions of . prehmmary drafts. b T

The report is cxoesmvely a defensave mpcnse to a'series of -
alleged criticisms. of. phllanthropy ‘A’ number of the sections
~ begin with negative attacks or.criticisms of current elements of
: phllanthropy, and then respond to them, This format does. a3
~ disservice to; phllanthropy and ‘to the Cornmission’s own. pos -
ture, and. to.the impact of its recommendations. B

The. s:gmﬁcanoe of the Commission’s work should : not be
measured by thc extent to which its findings may or may not
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- differ from current pro\rlsions 'The test rather shiould be wheth—
- er the Commission has followed a careful searching process in
* whichall' alternatives ‘were_ cxammed ‘as a pre-condition for

. dctermmmg whcthcr current provisions’ should be retained og:

new" prowsmns ‘should ‘be rccmnmcnded That test. has been
met in large ‘measure.

'Another defect in'the report is s the distortion of thc concepts
of cqultyg’ and “democracy” apphecl to phllamhroplc giving
by the wcalthy The.fact that “the wcalthy make" the. largest'- :
g1fts, and have thc freedom to decide'the objects of their gifts,
is referred to: as inequitable and undemocratic. Yet it is the
essence of equity and democracy for people who have the larg—
est means to make the largest philanthropic contributions. It is
also the csscnoc “of democracy and pluralism, -and the strength .
of volnntary phllanthropy, that givers should be ablc to. dcs1g-
- mate the’ purposes and the objects of their gifts. ~

- The comments refer specifically to'the fact that there isa 70
per. cent. deduction for gifts of persons: who arc in the 70 per
cent, bracket’ of tax. _payments. Since the twe provisions are
dtrectly linked, that must be recogmzcd as a balancmg factor,
and not an inequity.
~Charitable gifts do not benefit the wealthy. They benefit the.

human needs financed by the gifts. The wealthy would benefit
if thcy did not: make ‘the gifts; the gift is a 100 per cent tax,
and the contributor retains none of it; if he chose not to give,
and were in the 70 per cent. bracket he would retain’ 30 per
cent for hls own use. -

Page . 127 by MAX M FISHER, ‘with which- LESTER
CROWN, - -RAYMOND J. GALLAGHER; -PHILIP. M.
KLUTZNICK AND RALPH LAZARUS have asked to be
assoc:atcd R

Reference is made to gmdancc of glfts to partlcular pur-'.
poses. It is essential in volumary philanthropy, as in America
generally, that recognition be given to thé mdlspcnsablhty of
‘many values held by many. different people. Who is to sayf
which value is “nght” and which value is “wrong”? Who is to
say which value is more important than others? Who is to deny
that’ re!anve values with relative 1mportance changc over pes’
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riods of, time? There should be no lmpomtmn or attempted
_1mposmon of monohthlc values. :

Page 133, by MAX M. FISHER w1th whlch LESTER_'
CROWN, BAYARD EWING, RAYMOND J. GALLAGHER,
PHILIP- M KLUTZNICK and RALPH LAZARUS have
askcd to be assoc:ated

“Reference is made to thc prcﬁ:renccs of upper-mcomc ngers
in " the selection of the ob;ects of donations. This distorts the
element of choice,’ whlch is exercised by all givers, Other sec-
tions of the Commmsmns report point' out 'that the persons
with middle-level income provide the. greatest combined- total
of phllanthmpy, theéir ‘selection of donccs is’ proportlonately-
great.

- "There ‘is the addt:d reahty, ormttcd by the Commission’s
réport, ‘that patterns -of support reflect what donees seek, as well
. as what donors select. Churchés do not: seek large’ individual
_ g1fts as a pattern, especially for their operating purposes. Uni-
versities do seek very large individual gifts, not only for current
operations, but for capital and endowment: purposes. Donee . -
“influence likewise affects bequests. It is too simplistic ' to attri-
bute- the pattcms of |ob3ccts of gifts only to the mshcs of the
donom . . '

: Page 135 by ELIZABETH J MCCORMACK, wlth whlch
'EDWIN D "ETHERINGTON, FRANCES T. FARENTH-
OLD, EARL G. GRAVES, WILLIAM M. ROTH and LEON.

‘H. SULLIVAN have asked to be associated :

While we agree unequivocally that greater tax incentives for
giving should be instituted for low- and middle-income taxpay-
ers to build a broad democratic base for the nonprofit sector,
we disagree that the “double deducnon” is the best means- to -
'this end for two reasons: _

L Within the range of its application, a 200 per cent “dou—

" “ble deduétion” for giving, or any similar variation of the

rcgular charitable' deduction, intensifies’ the very short-
B commg it is supposed to remedy. The principal reason for
mowng bcyond the charitable deduction as an incentive.
~ forgiving is to correct a perceived inequity or imbalance
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~ in the deductmn 1tself—the fact that because of its rc!a-_
- 'tionship to the progresswe income tax the deduction pro- .
: _-_wdes a greater tax savmgs for gmng the h1ghcr the glver’s
" “income level. ;

PR A “double dcductlon” for taxpayers wnh incomes. ’un-f L

o der $15,000, and .a’ deduction. of 150 per. cent for:those
" with incomes between $15,000 and 330 000, would not. -
o only fail to correct this imbalance, it would. exaggcrate it
.. thioughout an income range within wh1ch ‘most taypayers

-fall.. Taxpayers at the minimum 14 per cent. margmal tax
~ rate_level would save 28 cents for each dollar given, whdc '
L ta.xpayers -at the 32 per cent margmal rate would save 48,
- cents; It:is hard to see how equity would be served rather.
“than further offended by such a formula. = _

.-+ The only way to remedy the. amphﬁed inequity. of an.

. amplified. deduction would be to structure the deduction

* . so that it went up in steps as-the income of the deductor.
-went down. But any sich gradation would be extremely

.. complicated for the taxpayer to. understand and use and
.. would: ultlmatcly amount 'to a very convoluted way of
arriving at the same end served by a tax credit, that is,

- providing the same proportionate level of tax sawngs to.
. all contributors regardless of their income. = _

- 2. The simplicity of the tax law is essential to the taxpaycr s

" understanding: of what is justly due him. The “double

- - deduction”, we maintain, is too complex to be easnly un-

‘derstood by the average individual without ready access
to an attorney or: accountant. ‘Without: such’ assistance,
" the taxpaycr is unlikely to know the real cost of giving.
What is not- understood, we. beheve, will not be used

Page 135 by GRACIELA OLIVAREZ

"The Commission rccomrncnds that greater equlty in giving
" be achieved,by permitting individuals' who use: the standard
deductlon to, deduct chamabic gwmg as well 1 feel this kind of
measure w1ll create little to no incentive;; ‘to give for people in
middle to.low income brackets because of: 1he essentially regres-
.sive nature. of the deduction. Indeed, even the Commission
gave tacit: recognition to thls conclusion when it considered a
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| proposal that persons eammg $30,000 or. less be: given a ten pcr '
- cent tax credit for charitable. ngmg Unfortunately, -this- pro-

: posal for a.credit was overtumed in favor.of supporting ' main-
" tenance /of; the -present  regressive. system ‘of,. gwmg;mcentwcs
~ thus denymg to a large sector. of; ;society the oppormrnty, to take -

advantage ‘of.an equitable and ‘realistic tax incentive. iThe.in-
equity of the charitable deduction.is: also- acknowledged 1mpll--

citly by the: Commnssxon s additional . recommendation: for. de- '

: ductlons of 200 or 150: per_cent of giving.: But: ‘this. proposal.

- appears to have little virtue other. thamkeepmg fa:th with the '
deduction. It still leaves the tmddle and:low i income; giver. with.

- amuch lower incentive to give than the wealthy’ giver. In fact,
among those it would apply to, it actuallysmdcns the, dlspanty'
of: incentives, As usual, -philanthropy. is- treated as if ‘it . were:
pnnmpally the. domain of the wealthy. and near, wealthy; ‘and
little effort has been made to. truly broaden thc base of: phxlan-
thropy.. : : :

 Page 135, by ALAN PIFER, w1th which LESTER CROWN'
3 BAYARD EWING PHILIP M: KLUTZNICK and JOHN M
MUSSER have asked to be assoc:ated o

- Sinee $l5 000 is now only shghtly abovc the medlan farmly :
"mcomc for the nation, there would:be.a. mugh sort: of equity, -
involved in allowing a double deduction for gifts to. charlty for
famnilies with incomes: below, that amount. I therefors support
- this part of the recommendation, The Commission’s, proposal '
however, for a 150 per.cent deduction for gifts by. families in -
the . $15,000-$30,000 range,: desplte its. probable efﬁcxency in
_sumulanng substantial new giving, has the serious fault of sim- -
ply increasing the mequltablc aspects of the present. deduction
system. I, therefore, dissociate - mysclf from thls part of' the-__
: rccommcndauon ——_— _ _ .

‘‘‘‘

. ED‘NIN D ETHERINGTON FRANCES T FARENTH _
o OLD WILLIAM M. RO_T H and LEON H SULLIVAN have. '
‘asked t6 ‘be associated

" Two ob]ectwes of ‘the Commission havc bccn to achlcvc-
o grcater cqmty and to broaden the ba.se of phzlanthropy

_“.:__. 3
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" We believe that a forceful step is needed to redress the in-
_equity that! results from the incentive for charitable giving
basedion the progressive income tax. In effect, it costs the high-

~ ‘income ‘taxpayer far less to-give a dollar to charity than it does

-the ‘poor man. Wc beheve furthier that- it is -of. the: hxghest :
importance to encourage in all mdlwduals a sense of. responm-
"blllty for genera.l welfare - through the practice of phllant.hroplc
giving: In ‘the long runithe vitality of the- nonproﬁt sector w1ll
dcpcnd on’ this broadly based support. ¢
“We tberefore m‘ammmd a simple tax credit of 350 to 3'100 fbr aIi
individitals. twith ‘incomes df up to $10,000.
Thc tax’ credit ‘allows a gwer ‘to- subtractf thc ‘amount’ of the
' cncd:t dollar, for dollar, from:taxeé owed. The relationship. be-.
tween gwmg ;and taxesiis clear and direct and would therefore:
_appcar to"beé a more’effective incentive to giving. Only exper-
ience will-give a firm answer to ‘the question'of the. “cfﬁclcncy”
of the tax’ credxt, but in our opinion more new giving will be
stimulated, than is predicted.. :
We ‘bélieve - that money made avmlablc o0 thc mdmdual
through’ this tax credit should be. viewed ‘not as money with-
. “held from government but rather as‘funds that the. govmmcnt. '

~ - requires'be earmarked for causes and: ‘organizations in the pub-

lic interest and of the individual’s own choosing. This process
can be Iookcd ‘upon as a continuous referendum in which the
voting 'is done not’ through “the :electoral mcchamsm but
through tax-creditable giving. \ X

In. otlier words, the broader view is advocatcd here that tax
oblxganons are not obligations to support the costs of govern-
‘ment per se but to support public purposes, the large propor-
_tion of 'which are ‘selected and financed through: governmental
programs, -But under a charitable credit a significant portion
would be sclected by individuals. Individual allocation of a

share. of tax money to public purposes should, we propose, . -

become established as an important right of cmzenshlp ‘an
underpinning of our pluralistic society, We should not be timid -
or apprchenswe ‘about accepting a charxtablc tax credit in this
pos;twc l:ght .
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Page 140, by MAX M. FISHER, with which LESTER CROWN
RAYMOND J. GALLAGHER, PHILIP M. KLUTZNIGK and
RALPH LAZARUS have asked ito- be associated -

Tax credits ‘are regarded as'based on an’ erroneous’ prcmlse
that chantablc g:fts are’ govemment funds; rather, they areithe
donations of, private funds: by citizens.’ Furthermorc, tax credlts
raise’ constitutional qucstwns if pro\nded for. c]'mrch purposes.
And by endangering ‘the size of; theilargest/gifts, the leadership
donations ‘which also attract otﬁer gifts, the effect of tax credlts
could be a* harmful reduction in contributions.

Page 143, by ELIZABETH J McCORMAGK with whnch
EDWIN D.iETHERINGTON, : BAYARD EWING "FRAN-
CES T. FARENTHOLD, EARL G.: GR.A\:’&‘:‘..S’l WALTER A.
HAAS; JR., GRAGIELA OLIVAREZ, ALAN PIFER WIL-
LIAM M.: ROjI‘H and LEON H SULLIVAN have asked to
be assoclated .

We: uncqmvocally reoommcnd a minimum iricome tax We
believe thatiincome devoted to charitable ‘giving -should: be
made:subject to any. minimum income tax-law. All who:are
financially able: have.an obligation: to support the costs.of gov-
ernment. As worthy as nonprofit causes may be, it should not
be’ possible: for; any; sindividual to have, in effect, the option of
financially suppomng such causes instead of: payrmg any taxes..
Yet such an option remains if: chantablc giving is:not included.
in. determ:mng what income.a minimum tax is to- bc based
upon. - ' L

- We -see the- mclus:on of chantablc gwmg in a minimum
income tax as not only reflecting a basic obligation. of citizen-
shlp 'but as an- important safeguard and benefit to the nonprof-
it sector-itself. The major argumcnt for. the ‘exclusion of chari-
table contributions from ‘the minimum tax is that such a
change would -greatly discourage giving. Yet indications are
that the amount:of possible:loss to the:nonprofit sector would
in fact be relatively. small:- The weighing of minimum tax ef-
fects in such: terms seems to us to be daugcmusly shortsighted;
it overlooks the potentially far more serious cost to charity. of
_ undermining the legitimacy of the income tax system . itself.
“The charitable deduction:and the giving it stimulates clcarly_
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depencl on'the eﬂ‘ecnve functmnm of the income tax system,
 which- depends in: turn on:a high egree ‘of public confidence
. that the. system WOYkS»CQUlt&bIY Yet the posslbxhty that some
: can avo:d pa.ymg taxes, when, tax-deducnble gwmg is. cr.mpied
into- qucstmn«m the- eycs oi? the great ma;ority who nclther
© have nor’ presumabiy would exercise such an: optmn We be-
~ lieve, therefore,. that. nonproﬁt orgamzatlons have more to gam'-.
- from the: ehmmanon of such a; posmblhty than frorn lts con-
'tmuauon S e .

Page 143, by MAX M: FISHER; with whlch LESTER CROWN
_ RAYMONDJ GALLAGHER, PHILIP M: KLUTZNICK and

. - RALPH' LAZARUS have askedjto be associated -

The section ‘on gnfts of appnemated pmperty does not- do
Jusnce to ‘the Commission’s convictions and conclisions-on-the
vital 1mportance of such gifts. This difference between' the neg-
ative approach of:- the text of, the report and. the Commission’s -
_ rccommcndanons was discussed by: the Commission, in react-

e ing to the first draft, but the changes in the wntmg whlch were:’

called for have not been made.: Thus, the. setting: for;the treat-

© meént of. this subject in- pages:143-145, opening: the consider-

“ation with a series of attacks, sets the discussion:in:a negative
framework  which - is . neither. -objective ‘nor factual Thc arm-__'
'_.Iarge giver bias.is pamcularly striking, - -
- Donors ‘of -appreciated - property..do. not bcneﬁt ﬁnanmally'

_ from their gifts. The 1969 tax laws made such -2 possiblity :

cxtremely rare. The beneﬁcxarlcs are the peoplc a:nd needs re-'
~ ceiving the gifts.” :

i “IThe apprccmted property tax: allowanoes pmv]dc added in-
-ducements 10 give that are. not related to the value of the gift

-' - to the chantable recipient.” No basis is given for: that state-
ment. The contraiy is true: charities generally. necord thc mat- .

_'ket value of the gift on: the day:it is received: -

- The point is. made “.. . people with the same- income énd' -

'gwmg are treated dlﬂ'erently, depending upon: whether. one -
‘gives cash-and- the other propcrty * This' lmplles favorltlsm to
the donor ‘of; property.” It ignores.that, there is-a 50. per.cent
"-llmn applymg to cash: g)fts whereas the:re is'a- 30 per cent: hmlt



applymg to gifts of approcnated property .
-The statement is made <. . the size of the tax mduoement

: does not correspdnd to the size of the bencﬁt obtained by the

.mcomprehéimble No cxplananon 1s glvcn, nor an}r f'a,cts to. :
substannatc it.

B should be clear that cntlmsms ol:‘ dcductlons of appreclat-
ed’ property am 10t synonymous. w1th¢ tax reform, and that not

* all'tax reform' advocates by any’ means share the cnumsms of
“the deduction’of appremated propcrty : -

The statement is Thade “, . . many Commlsslon mcmbers
agree ‘that’the: appmcxated property pmwsmn in the charitable -
deduction, when looked at by. itself, " challenges standards’ of

" both tax- pnnc1ple and. social : ‘equity ... .”| This does not, it -
- should be emphasized, represent the wiew of the full Commis-
sion.: Its discussions revealed strong contrary views: Social equi-
ty must take into account the benefits to :society. from: these
- gifts; the losses there would be to:the beneficiariestif such- gifts
were not maclc, and that the beneﬁmanes are not the wca.lthy

Page 146, by BAYARD EWING |

A specific: cxamplc of the effect of ehmmatmg thc apprccaat-
ed property allowance can be seen in the tax provision limiting
practicing artists'to a deduction equal to the cost 'of materials -
contained in works of their 6wn.manufacture when such works
are donated to museums, This provision has'resulted in a com-~
plete dr)rlng up of such glfts w:th no counter-bala.nmng in-
crease in glfts of cash. : .

Page 147 by GRACIELA OLIVAREZ

- The issue of appreclatqd property is’ hlghly oontmvemal ‘a8
dcbate among commissioners has shown, The recommendation
offered by the Commission is only partially satlsi‘actory It does
permit maximization of; the charitable dollar and. propases to
bar personal financial gain .through tax-deductible charitable.
giving. ‘This would be acceptable. only as long as donors of

appreciated property are bound to pay a mlmma.l income tax,



Pagc 151, by GRACIELA @LIVAREZ

I do not. camp!cte}y agree wnth the - majorlty recommenda.—
tion. that the charitable bequest deduction be. retamed in_its
current. form The: bequest deduction cannot be wwed in iso-
lation. It is inextricably linked to more profound, pnnmpies of
~ taxation and should be studied in such context, Furthermore, I
feel strong]y that a minimal tax be applied to the bcquest—ln
the. spmt of, prmc1ple which undcrllcs my. firm support of mini-
roum income and apprec:ated pmperty taxatxon :

'Page 157 by FRANCES T. FARENTHOLD wnh whlch BA-
-YARD EWING has asked to be assoclatcd :

Employmg exhortatlon to-increase corporate glfts to chanty
_is a futile exercise. Most of the:corporate members of ‘the Com-
mission acknowledged in our meetings that mere talk had not-
and would not;increase corporate.contributions, . ..

"Weitherefore. support a pmposal which would impose a? per
cent: needs tax on corporate income: The:tax could be offset
either partially or completely by cash gifts to chanty .
_ This proposal would guarantee an increase in corporate’ giv-
ing.- It would have the further advantage that public utilities
(some of . whom are not permitted by regulators to-make contri-
butions)iand corporations under negdtive pressure from stock-
.holders would relieve themselves from all objectxons to contri-
: butmg by thns measure. .. . :

Page 157, by GRACIELA OLIVAREZ ' .

Corporate giving was perhaps the one area whlch rcvea.lcd
the least amount of consent among the commissioners. This.
- appears “evident from the inconclusive recommendation - that
further study be given the issue. But the: Commission has had
two years. to assess corporate giving. I believe-that corporations
. should be subject ‘to a 'surtax’ not: to exceed 2 per cent of
income. Any difference between the 2 per cent and the propor-
tion of income contributed to charity would be added to tax-
ahle iricome. This proviso would be applied to compamu accu-
mulatmg incomes of $500 000 or more. :
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Page 157, by WILLIAM M. ROTH Mth which LESTER
CROWN ELIZABETH . McGORMACK and WALTER A
: I-IAAS ' JR. have asked to be associated :

It ls obvious from the. record that. exhortauon has not
worked! to increase’ corporate. giving, ‘and there is no_evidence
that ‘exhortation wﬂl work any better between now and 1980
than ithas jn'the’ past. Accol;dmgly, it is necessafy:to resort to
other measures if there is totbe any real hope that corporate
giving will rise-above the current avcragc of about 1 per. cent
of prestax net mcome, most of whlch is g:vcn by a few corpora-
tions. -

~ We would- favor the adoptlon oi' a ! per cent or 2 per oent

vamshmg floor’ - for -corporate: giving,  requiring corporations
1o give at least 1 per cent or 2 per cent of annual pre-tax. net
income in order; to quallfy for the charitable deduction. If the
floor were met, all giving “would be deductible up to the 5 per
cent’ limit set by law, 1f not, none of the. giving would .be
deduciible. '

Because of cxprcsscd concerns that :the “vamshmg floor”
might retard giving rather than.enhance it, the provision
should be a';dopted on:a trial basis for three to five years.. If
giving did not increase, other measures, such as the “philan-
_throplc tax” rnentmned in the :report, should then be consid-
ered.. : : o :

- Page 160, b MAX' M FISHER with whlch LESTER

CROWN, BAYARD EWING, RAYMOND J. GALLAGHER,
PHILIP, M. KLUTZNICK and RALPH LAZARUS have
asked to be associated - :

. The statements on. these pagcs are erroneous The nonpmﬁt
\-agcncxcs are_in the market place of competltnon for.. philan-
thropic dollars. Givers have a number of choices for. their con-
tributions: Middle-income and wealthy givers are. solicited for
‘many contributions each year, They have many chonccs to.
make in glvmg or wlthhoidmg contributions. - - _

‘The fact' is ‘that-nonprofit agencies not only thust attract:
gifis in competition with others, but they must Justlfy thc con-
tinuation of support, year after year. \

- Reference is made. to. the public “skeptic:sm” and. “cym-

211



_ c'lsm, ‘without supporting, solid facts that this charsacterization.
is accurate regarding phlianthropy The support of phxlanthro-

o PY mchcates the opposne R --if_

'Page 161, byMAXM FISHER with which LESTER CROWN o
- RAYMOND J. GALLAGHER, PHILIP M. KLUTZNiCK and
- RALPH LAZARUS havc asked to be assoclated '

In presentmg ‘the need for the free ﬂow of: mforrnatlon be-:
tween. vo!untary groups ‘and. the - publlc-at-largc, recogmnon
‘must: be givenito the fact:that ‘many: nonprofit: agencies are
single purpose orgamzatlons -and appeal to persons committed
1o that-purpose.: The. treatment: of this whole section- should

take due account of. that fact, rather than expectmg all ¢ orgam- .

zations to deal with the cntlre publlc. Co i

'Page 161 by MAXM FISHER w1t.h whlch LESTER CROWN '
RAYMOND J GALLAGHER PHILIPM KLU’I‘ZNICK and :
RALPH LAZARUS have asl-:ed to be associated -

The Teference to meetings and: reports of donee orgamzatlons .
- as:“operating imperfectly at best” fails to take account of the
fa.ct that many of the organizations; and especially the largest.
ones spending: the greatest funds, do issue commendable re-.
ports. L T
Page 163, by MAX M. FISHER, with which LESTER CROWN,
:RAYMONDJ GALLAGHER, PHILIP M. KLUTZNICK and_
;RALPH LAZARUS have asked:to be. associated - -,

~The report refers: to 'the “loose and even. haphazard prooe-
durcs that some nunproﬁt organizations employ to make them-
selves accountable to the public.” That is entirely too sweeping. .
2 statement. It'ignores currerit reportmg requirements of feder-
al and state govemrnents ‘and the existence of c:)ntnbutor m--
format:on services in many localities. B

Pagc 153 by MAX M. FISHER w1th whlch LESTER :
CROWN, BAYARD EWING RAYNIDNDJ GALLAGHER,_
- PHILIP M. KLUTZNICK. and RALPH LAZARUS ha.ve
" asked to be associated .

No facts aré cited in the mport to’ substanuate the mdnnd-‘
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ual’s’ opzmon rel'errzng to nonproﬁt agencxcs as a pnvate
club.” It is extremely, destructive. Without-a body of facts to
underpin any such Cl‘lthISm, it isi far” too. ‘sweeping for the'
_Commlsswn to quote with an)r 1mp11cat10n of cred1bll1ty; S

Pagc 164 by ELIZABETH J McCORMAGK W'lth whlch
EDWIN D. ETHERINGTON BAYARD E.WING FRANCES'
T.FARENTHOLD, EARL G. ‘GRAVES, WALTER A: HAAS, -
jR. JOHN ‘M. MUSSER, ALAN- P[FER, WILLIAM ‘M.
ROTH and LEON H. SULLIVAN have askecl to be assornated :

Except for their. purely saqramental activities,. nellglous orga- :
nizations should not. be excluded from the disclosure: ‘require-
ments that the Commission -has recommended for other tax-
éxempt charitable organizations. In'many, cases, mllgmus affili-
ates: are barely - d'istmgmshable from: secular "organizations in
the functions they’ perform for example, in the fields of educa-
tion and: health. It is- therefore entirely appropriate, we hold, -
that these. -organizations carrying out'nonsacramental activities
be held to. the same standards of public accountablhty as other :

' tax-exempt institutions.

Page 166, by ‘MAX M.. 'FISHER, w1th which LESTER
' €ROWN, BAYARD EWING RAYMOND J ‘GALLAGHER,
- PHILIP M KLUTZNICK and RALPH LAZARUS have'
asked to- be associated . '

~ The pomt is properly made that there should be more um—
_ fomnty in- accounting. and reporting - by - comparable. organiza-
. -tions.: That is already more of a fact than the report indicates..
For.examplé, it is true among hospitals and ‘among ‘universities .
which spend very substantial phllant,hroplc funds, and ‘among
~other types-of: philanthropic organizations. The Umted Way.
has issued -guides for: uniform - accounting and reporting;:by:
-welfare organizations. ‘The - Assembly of:: National Voluntary' x
Health and Social Welfare Organizations several years ago de
veloped uniformn standards—and there are,other examples. Furs
ther progress is dependent on the readiness. of the AICPA and
the FASB to move ahead—not alone on - the agenc:es which’
“have heretofore taken the :mtlatlve '
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Page 166 by ALAN PIFER with which LESTER CROWN
EDWIN D.’ETHERINGTON and JOHN M MUSSER have
' -asked to be assoclatcd :

Replacement of the tax on foundations bY a smaller audlt
fee would, of course, be prcferable to retentwn of the tax in its
present form and at its current 4 per cent’ lcvel ‘Nonetheless,
this recommendaUOn, if adopted, would not remove the under-
ly:ngl objection to any, special levy on !‘oundatlons whatsoever
These 'objections are:

1 That such a ‘levy deprives chanta.ble reclplents of re-

sources at a time when such ESQUITES are needed as never

. before, e

2. Thata taxon chamy is contrachctory in pnnc:ple, in. thax

. public authonty, whose responsibility it isto promote the

general welfare, is thereby denying funds to entmw whlch
- exist for'no other purpose; and -~
. 3. That, since audmng is 2 pormal functmn of govemment,
- there is no‘logical reason why any particulariclass of: orga-
nizations should have to .pay for: the pnvﬂcge of bemg
audited.
~In short, any levy on |foundatlons, whatever 1ts levcl and
whatever it is called, is |phxlosoph1cally wrong: and basxcally
dlscnmmatory ' ;

Page 167, by GRACIELA OLIVAREZ

- I maintain’ that the regulatory functlons of the IRS should
be transferred ‘to another agency, specifically the proposed'
commission on the nonprofit sector. Recent questionable activi.
ties of the the IRS alone make that agency suspect. Apart from
that, however, placing charitable activities under the scrutiny
of IRS seems to be a tradition rooted in the wisdom that any
sector accorded special tax status- automatlcally be regulated
by the central tax authonty Philanthropy, I maintain, is a far
broader concept and pracnce than 501{c)(3}, and should fall
within :the regulatory purview of a special enmy created for
and sensitive to that purpose. -

 Page 167, by FRANCES T. FARENTHOLD

The Commission’s mport has no greater blind spot than its
refusal to acknowledge thc recent revelations of past and con-
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tinuing perversions of govemment agencaes for political pur-
poses. The unprecedented. abuses of power still bemg exposed
in the wake of the Watergate’ phenomenon make it clear that
the Internal Revenue: Scmce should notibe’ the agency regulat-
| mg excmpt organizations.’ : - :
"These:revelations have shown that the IRS has- systcmaucal-._
ly established- procedures, -under-the last five presudents at least,
1o subjcct poht:caliy unfavored ‘exempt organizations-to denial
of exemption, excessive delay in rulings on exempt status and
audit procedures extraordinary.in both. frequency and intensi-
ty. Contrary to the Commission’s assertion that “except in sev-
eral-isolated: instances, the Service has demonstrated its capac~ _
" ity for independent, Jmpartxal oversxght of tax: exempt orgam- _
zatlons," the IRS:. ..
1 ‘During the McCarthy era; under both Truman and El- :
- senhower administrations, denied and revokcd exemptmns _
. .of “subversive”. organizations. .
2. 'During ‘the Kennedy and. Johnson admuustrauons estab- _
© " lished ‘an “ldeologlcal organization . project”: which - dis-
“rupted -the activities of those exempt. groups that were
“viewed. as threats from the right or left.
‘3. During the ‘Nixon -administration established a “Speclal
Service Staff” to harrass lcft—wmg ta,x-cxempt organiza-
© tions. : .
Even without their contmumg history of pohtlc:zatlon of the
regulation. of exempt organizations, most obscrvcrs agree with
Alan Pifer. He said that present regulation is “quite ineffective,
it s characterized by a negative rather than-a positive attitude
toward chanty and’ 1t is located in the wrong plaoc w:thln the
_government.” T
The Commission’s own study in this area says that the oﬁi-
cials who are responsible for regulating exempt organizations
are “handicapped by (a) cumbersome procedures which were
~ designed generally to meet the:needs of the tax--collecting
branches of the Service; (b) inadequate authority in relation to -
- other officials near. the top of the Service’s hlerarchy, {c) the
understandable emphasis of the Service on its role as tax col-
~ lector rather than as overseer of a non-revenue. producmg ac-
tivity; and (d) the generaily weaker: quailﬁcauons and training -
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of the. Semoe s ﬁeld staff' as. oompared to the Natlonal Ofﬁee
staff.® . .
AL of this leads to conclude that al] rulmg and audlt func—
~ tions regardmg exempt organizations should be removed from
IRS and placed in a néw independent regulatory} commission.
. This new, commission would also have greater credibility.and
miore potential for, performing the research and advocacy func:
' tion: envisioned :by the Commission report for. the proposed
permanent natlona.l commission -on phllanthropy o

Page 168, by FRANCES T. FARENTHOLD

The Commnsslon has not addressed the pmblems of one. of
the most important developments in the past 25 years, the rise
and  proliferation of federated fund-raising campaigns. The
- phenomenon of the United Way arose from_the .desire of cor--

porate -management to control the solicitation and disburse-
ment of charitable funds and: through that process to control
the -operation of social service:agencies in- their .communities.

-Because: United Ways were created to meet the needs of

“donors rather than either the needs of the.organizational re-
cipients or of the public, many problems of fund-raising ethics,
governance,. acoess1b111ty, allocation and’ aoc:Ountablllty have
arisen. :

" One of the most 1mportant issues is the system of payroll-

~ deduction which in many. instances, as one observer put:it,
approaches taxation in its mechanical and, not always Subtle,'
coercive technique of raising and allocating funds.” This sys.
tem’ enables  the businessmen who control the United Way

_boards: to increase the disparity between classes. in:giving as a
percentage of income. The corporations and their officers con- -
sistently give a smaller percentage of income: than ‘do low-

* income workers..

The eorporatwns niot - only exert pressure on thelr workem to
gwe to-the United Ways and _substitute .for their own: giving
but they, allow the United Ways a complete monopoly. of the
payroll deduction process. This, combined with the domination
of United Way boards by the busmessmcn, denies the worker
effective control over whether he- gives, to whom he gives and!

“to what 'use his “gift” is put.. s :
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This domination of the United \;\:ay allocatlon oommlttees_
" by..corporate officers and their favorite charities. insures that
the: allocation patterns, of the past: remain the same..Access of
new agenc:es nepresentmg changmg needs is consistently,. de-
nied. For instance, one recent study shows an average:change
of: only; 0.56.: per-cent in [United. Way, allocations’ mnationally.- .
1 Even with, all. of these faults,.the; United Way, could functlon
~ as a valuable tool for social cha.nge on the local level. A source
of| funds for such a purpose is so. sorely. niéeded’ now: that large. _
amounts, of:funds and power are shifting from the: federal gov-
‘ernment to'states and cities wlthout any accompanymg reform '
oﬁ local: government E v
{This Comrmission has demcd sufﬁacnt spaoc to suggest spe- :
c;ﬁc remedies ‘to.these many problems but I felt it: 1mperat1ve
1) at lcast msert thls notc for the’ pubhcs attcntlon n

Page 168 b MAX M FISHER with - whlch LESTER
CROWN, BAYARD EWING RAYMOND J. GALLAGHER,
PHILIP M. KLUTZNIGK ‘and RALPH LAZARUS havc
asked to: be: assocmtcd S

. The repnrt dlstorts the mtuatlon by attnbutmg to publlc
charities situations that involve some foundations. _
~ Especially’ smgled out by the ﬂ:port among the public charl-_
ties are federated fund-raising organizations. Yet they are the
most public-of the public chatities and often the most accessi-
‘ble;, mvolvmg the broadest cross: sections of all- major elements
of communities, including racial and ethni¢ minorities.

No facts. are cited to support the allcgatlons of “closed doors
and closed mmds.” It is altogcthcr too” swwcepmg and inaccu-
rate. .

Page 170 by FRANCES T. FARENTHOLD

The Commission’s exhortation to nonproﬁt orgamzatlons to
broaden the composition. and- ‘viewpoints of their boards and
staffs -won’t have great impact .on that large group of grant-
makmg orgamzatlor_ls which have no staff. The lack of staff is,
-in some instances, as. great an. impediment to accessibility: as
the insularity of governing boards. There can be no real con-
sideration of proposals, much less afﬁrmatwe outreach, unless
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_ there is adequate staff . ' s
- The Commission has not even . gonc as far as thc Peterson
Commission:did in-1970: They urged. foundations to hire staff

 themselves ‘or “to consider; merging. into’ existing commumty -

foundations” ‘or “to pool: thezr resources to share/the services 6f
a proﬁ:ss[onal admmustrator” ‘or: to “form” associations’ of founs
datlons mterested in 2 s:rmlar"" rogram area and Jomtly hu-e an
expert. L ¥ i _
%‘he report oﬁ the Councxl on- Foundatlons to thxs Commts--
sion indicatés. that: there are indeed more foundation staff now
than before the 1969 Tax Reform: Act and the Peterson report.,.'
But: the survcy ‘also demonstrates that, for. the most part, stafE
were hired to-deal with the administrative complexities of, that
act'rather than to enhance the foundations’ program functions!

‘By. all accounts; the vast majority, of foundations:have no

 professional staff and of all reported staff, 23 per cent work for
_either the Ford: or: Rockefeller: Foundations. Clearly,: exhorta:
tion has' not been- succcssful m mcreasmg foundatmn pmfcs-
sionalism. -

. The survey of The Conference Board done for the Comrms—
sion also indicated a similar, need for staff in corporate giving.
They said that “although profmsmnal staff analyms is the; most
wndely used _evaluative technique, the fact.is that. there is a
minimum of professional staff employed specifically for the
contnbutmns and foundation functions. More than four out of
ten companies have no professional or clcncal staff, Only one

- out of four companies has one full time: professmnal workmg in
- this area. -
~ ¥It has becn prev;ously notcd that a numbcr of corporate
 leaders (23 per cent) indicated they would increase contribu-
tions if they-had more confidence that their, contributions pro-
grams were successful, Perhaps part of the problem lies in' this
area of professionalization and evaluation. If-41 per cent of the
companies lack professional- ‘staff, how can they assess the need
for new grants, the effectiveness: of an-gomg grants, the peifor-
mance of donor agencies?”. -~
- I-therefore recommend that there be a reqmrement that any :
orgamzauon making grants in excess.of $100,000 per year em-
ploy at least one full-time professional (i.e., not a bookkeeper,

218



aoooumant or denor’s secrctaryJ) or, in the alternative, join in a.
-coop-eratwe venture with’ othcr orgamzatlons shanng comimon

Page 170 by GRACIELA OLIVAREZ

The rccommcndatlon of the ma;onty of the Commmmn
'~ that tax-exempt orgamzatlons should ‘broaden” boards and
staffs to- cncouragc greater. responswcncss 0 a true community
of necds is much too weak an endorsement of a vital. national
concern, If there exists trué interest’in accountabxhty and ac--
eessnblhty it will have to be manifested in miore thar just ‘words .
in order to be_convincing. This: is a thorny, area. which the
Commission appears to have bypassed dellébex;atel Rather
than deal with the pnnc:ples and mechanics: xnvolved it sim-
ply relied once -again: upon exhortation, a_practice: whu:h for
- innovation and liberalization of philanthropic:giving has failed
 repeatedly, On the other hand; 1:recommend that. tax-exempt
- organizations with assets of more than $500,000 and/or gifts of
more ‘than $250,000- be -required by law to include on their
‘boards of directors: members who are representaﬂve of the con-
stituency. to be served That is, nonprofit organizations which
focus on’real i 1ssues., for; ‘example, should be required 1o include
on’ their boards’ an “accurate " cross-section ‘of the” ‘geographic
section;’ ‘Sxmllariy, tax-cxcmpt orgamzatlons ‘which support a
partlcular interest, such as ‘music, should ‘include on ‘board
men;bemhlp a spectrum “of constltuents, and not slmply those
reprcsentxng one part of the constituency. ' '

Page 170, by WILLIAM M. ROTH, with wh:ch EDMN D
ETHERINGTON and ELIZABETH J McCORMACK have
asked to be associated - .

‘This is an 1mportant recommendatxon, but it should be ex-
' panded by adding a more specific reference to the need for far
greater partlclpatlon by ‘women' and ethnic minorities and by
the recipients of foundation grants on the staffs and boards of
foundations. Nonpmﬁt institutions’ must assume a Ieadershnp
' role in the establwhmcnt of eﬂ'ectwe, aﬁirmatwc action pro-
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Page 170, byMAXM FISHER; with which LESTER CROWN,
- RAYMOND'J; GALLAGHER, PHILIP M. KLUTZNICK and_

'ZRALPI-I LAZARUS have askedsto be. assomated
. The; reoommendatmn l‘or _organizations - to: bmaden the:r -

-boards must be quallﬁed for special purpose and: specxal con-

' sntuency orgamzatlons. Rellglous__o_l_‘gamzauons arc not expect—

_ not be expected to include’ people not commitfed to thclr pur- -

' _=poses _This' reoommendatxon apphes to broadly based generai
' purpose orga.mzatmns ' .

" Page 172, by WILLIAM M. ROTI-I, with whmh EDWIN D.
_I:.THER]NGTON has ‘asked to be assomated' L
“The concept of an “mdependent foundatlon is-an- mterest—

) ‘ing one, but I believe donor. representat:on should be ehmmat- L
ed enm-neljr before thm status is- granted : G

- Pagc 175, by WILLIAM M. ROTH with wh:eh WALTERA,
HAAS JR haSaskedtobeassoc:ated e

Although a 6 per, cent payout 1s larger than the current
income of most portfelms and ‘the prospectwe mcrease in, thclr
“capital value. may not keep abreast of future. mﬂatmn, never- .
theless I. ‘would stay: with the present level of payout although
a less- amblguous formula rmght be devised, The slow dispersal
of the corpus of a foundation is. not necessarily, 2 bad, thing if

- .new ones are being. continually created. This, of course, would =

_ reqmrc a cllmate in whxeh new growth would take place. o

' Pa.ge 176 by RAYMOND J GALLAGHER w:th whlch LES- -
_ TER CROWN has' asked to be assocxated '

_ State governments already adequately pollce the. sol:cntatwns' o
of charitable contnbunons There is no hard data in’ the mate-
rial collected by this Commission that warrants a recommenda— \
tion that the federal governmert assumie a new ‘policy role in
 this area. The Commission ‘indicates that it believes that the
vast majority of charitable solicitations are conse:ent:ously and’
economically undertaken. The Gommzss:on, however, is con-.
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cerned about the impression. of - many taxpayers that charity,
solicitations cost more than they should. I do:not believe that
the effective remocly for this impression is the creation ofia new, -
federal bureaucracy ot the expansion of an existing one. Poten:
tial donors ‘who! have ‘doubts about the efﬁcaency of, charitable -
'sohcnatlons «can_inquire dlrectly of the orgamzatlons they are -
concerned :about; and if they are not satisfied with the. answers '
they, are given, they. have the- most eﬁ‘ectlve remedy ol' all not-
makmg the contnbutlon S
Page 179, by MAX M. FISHER wlth which LESTER CROWN
RAYMONDJ GALLAGHER, PHILIP M. KLUTZNICKand
'RALPH LAZARUS have asked o be associated

. This is; ovetstated Only the smallest fraction of ph]lanthrop-
ic. agenc1es ‘have any lobbyists in: Washington at ‘any time..

Page 191, by GEORGE''ROMNEY, ‘with which tLESTER
CROWN, - RAYMOND "'J. GALLAGHER; PHILIP M. :
KLUTZNICK and JOHN M. MUSSER - ‘have: asked to be
assocmted

The pnomy need for strengthenmg the nonproﬁt sector is
not an expansion of the role of government, as proposed in this

report; but a strengthening: of the nonprofit sector’s capacny 10
initiate and implement joint actlon This Commlssmn is 1tself
évidence of that need. o

.. The intense competition. among the separate nonproﬁt orga-
nizations for funds, volunteers, recogmnon and survival ‘has -
thus far prevented the-degree of cooperation required to'enable
them. to -do- jointly what -they. cannot do as well, or at all,
separately. Many of the functions proposed in this. report to be
- performed by a “‘permanent national commission for the non-
profit: sector” could: be better executed by a recogmzed and
supported private instrument..Indeed the creation of this “na-
tional commisson” by Congress is likely to lead to governmen-
tal intervention in the private nonprofit:sector that will weaken -
"it rather than strengthen it. The likelihood of this outcome is’
increased as long as the nonproﬁt sector. lacks any organized
‘means of asserting and protecting its common interests.
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Page 191, by RAYMONDJ GALLAGHER with whlch LES-
TER CROWN has asked to be. associated ;

N 3 re5p'ectfully dissent from the' recornmendatlon of; the Com-
‘mission that a permanent national commission on:the nonprof-
it. soctor be -established by Congrcss ‘Neither our national ex- -
perience. in the nonprofit ‘area nor the ‘data’ collected by this
Commission warrants the csta.bhshmcnt of :a permanent: na:
tional commission on the nonproﬁt sector b}r an Act of Con-
gress with authority in the commission to require annual finan-
cial reports by exempt organizations and to propose various
typm of ‘'standards of nonprofit behavior. All such: a national
commission would do is ihcrease the- admmlstramve costs of
noriprofit organizations, thus reducing'funds available for their
beneficiaries. Far from aiding these institutions, the national
commission will be another financial drain and another admin-
istrative burden. In addition, the commission would, . provide
direct federal rcgulauon and supermsmn of churches ‘and other
religious organizations. There is no way to avoid the fact that
this recommendation would create a “watchdog” bureaucracy
armed with the force of Icga] compulsion to superwsc the. prac-
tloe of rcllglou.s freedomn in the Umted States.

Page 192 by MAX M. FISHER, w1th which RALPH LAZA
RUS has asked to be associated

No reference is made in the reoommcndauan on the’ selec—
tion of the members of the proposed permanent commission to
the essential element of the Commission sub-committee’s report
providing for an advisory body: representing a cross-section of
the philanthropic fields themselves, and that the twelve mem-
bers were to‘be drawn from those fields on the recommenda-
tion of the advisory body. The membership of the commission
is crucial. As the report now stands, it does not include the
critically essential requirement regarding the membership of -
the. commission, with that expertness of philanthropic exper-
ience. It was this- provision which persuaded at least some
members of the Commission to support the recommcndatlon
for a permancnt commission; '
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":APPEND"" 'rx I

COMMISSION STUDIES

The following are the txtlcs and authors of all studies, ncports
and analyses undertaken for or by the Cornmission, arranged
according; to sub_]cct matter, The works themselves az'c pub-
llshed separately in the Gompendmm of C.ommlssmn research

L COMMISSION RECOMNDA ‘HONS

~ Analysis of the Reoommndaﬂous of the Commission m Prwate Philanthropy aad
"' Public Needs, Including Mums of Implementation -

. Commission Staff

- IL. HISTORY, 7RENDS AND CLH{RMVTMGMTUDES

Private Phl]amhmpy and Public Needs: ‘An Historical ‘Pcrspectwe o
Prof. Robert H. Bremner, Department of History, Ohio State Umvemty

Private Giving in the American Economy: 1960-1972 - )
Prof. Ralph L. Nelson, Depa.rtment of Ecunomncs, Quu:m (hllege o!' the Cﬁtv of
New York : :

Seope of the Private Voluntary Ghantable Sector, 1974
Gabriel G. Rudney, Assistant Dmacwr Oﬂioe of Tax Analyus, U.S Dcpartment
of the Treasury .
“ Resules from Two National Surveys of Phiianthmp@c Activity. - -
Prof. James N. Morgan, Richard F. Dye,]udlth H. Hybeh, Tnstitute farSmal
" Research, University of Michigan:- _

Employmmt and Earnings in the Nonpmﬁt Charitable Sector '
Prof, T. Nicolaus Tideman, Department of Economics, Virgmm Polytechnie Insti-
U tute and State Um\mmty, Blachburg. Va

The Size of the Voluntary Nonprofit Sector: Coimpts anei Measxm.-s '
. ' Prof. Burton A. Weishrod, Department of Fconomics, University of Wisconsin,
_Stephen H.Long; Depar!mem: of Economics, ankhn ‘Marshatl Gollege, Lancas-
" ter, Pa.

.

A Study of Rehg:om R.eompts and Expendlmm in the Umted States .
Interfaith Research Committes of the Commission on Pﬁm Phxlamhropy and
Puhhc Needs Stutt M, Iams, Project Comdmator :
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I, PHILANTHROPIC FIELDS OF WTEREST
A Edveation
Prlvate Phllanthropy and nghw Edumtim Historf, Current Impact a.nd Publlc-__

Policy. Considerations

Prof. Earl F. Cheit, School of Bu.siness Mmimsuation, Umvusity of California;
Berkeley, Theodore E.. Lobman HI, Post Doctoral Fellow, Carnegie C(mnc.xl on
Policy Studies in’ Higher Educ.atm. ‘Berkeley, Calif. - . '

“Philanthropy in Higher Education: A Study d‘ the Impact of Voluntary Support on

. College and University Income - _

" Dr. Hans H. Jenny, Vice President for F'nmce and. Busénua, College of Woou:r.
Wooster, Qhio, Mary-Ann Allan, Research’ Assts:.ant, Dundee, New Yark -~

Philanthmpy. Public Needs and Nonpuhhc Schools :
. Prof. Donald :A. Em:bon, Faculty of Educauon, Simon Frnser Unmsuty, Bur-
-, naby, BC, Ganada - .

; _The Nmpublx: School and Pmrate Phl!anthropy ; -

- " Dr. Robert L. Lamborn, Executive Director, Counal for Amencan anate Ecluca-
* tion, Washington, D.C.; Cary Potter, President, Nationa! Association: of Indepen-
dent. Schools, Boston; Dr. AlH. Sengke, 'Ser.:retary of Elementary and Secondary
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. B Scl’mu o
~The Role of lea.tc Philanthropy and Public Support of Sacnoe in the. Umwd

States
. Du. Catyl P. Haskins, Former President, Gameg:e lnmtutmn ofWashingm D.C

C‘M L ; A TR
The Chs.ngmg Rolc of anate Plﬂlanthmpy in Health Aﬂ'm e :
Dr. Robert J Blcndon Viee Pmdent, The Rnbert Wood- jobnm Foundatmn, .
D .Welfure . -
- Some Aspects of Evnlving Social Pohcy in Rclation to anate Plulamhropy
Wilbur J. Cohen, Dean, School of Eclucat:on, Umw:mt)z of Mtehagan

- Some Aspeets of Private Philanthrépy in Relation to Social Welfare -
Dr. Ellen Winston, Aathor on social welfare jssues, Raleigh,: NG,

The Volunta.rr Social Agency Experiments, Innovates, Demonstrates and ln.ﬂueum
- Public Social:Policy:- The Community Service Society of New, York 1930-1970° .~ .
Dr, Joseph: L. Vigilante, Dean, and Dr.iRuth. Kantrow, Sclmi of Social Work,' ,
Adelphi University, Garden Clty, N Y s

- Social Welfare . .7 .- i : S
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: E-Ar!za:mfﬁbkwe
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Blair T Bower, Gomulmnt, Resonrees for the ﬂ.lturc, Washlugtm. DC.

2 24'5' |
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.~ Janet Koch, Writer, New. York, Thomas W R)cll.ards, Preudent, Hartzog Lader
- and Rxchards, Erm.mumental Conaulta.nts :
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Philanthrophy and the Powerless
Sarah C, Carey, Cladouhas and Bmlm.us,
Washmgton,DG Yoo I
‘;’hOs Funding the Women's’ anmznt‘-‘ e :
Mary Jean Tully, P__rendent, NOW I.zgal Defeme and Educatmn Fund
The New Federalism, Government Accountab:}lty and Piuianthropy

Peter J. Petkas, Director, Southen Govmmemal Momtnrmg Pn:gcct. Southcm'
"Regional Council, Inc. :

Paitterns of Class and Ethnic’ Dumnunanon by Private Ph.llanthmpy :
" Msgr. Geno Baroni, Founder.and President, Arthur Napantél, Diréetor of Public _ .
Policy and Program Dewlopmcnt, Kanm Kollias; Pohcy Analyst, The N’anona.l
" Center for Urban Ethnic Affairs -

 Values, Voluntary Action and Ph]]anthropy The Appropriate Rclauomhip of Pn- "
vate Philanthropy. to Public Needs

; David Horton Smlth Auonats: meéuor, Dcp:nment af Sociology Bostnn Gol-
legt '
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The Role of Poundatlons in Broadcasting and Cable Communications Policy Devel-
opment
“Albert H.'Kramer, Natlonal Gitizens Gomm:ttee for - Bmadcamng, Washmgton,
DG

“The Rale of the United Way in Philanthropy
" David Horton Smith, Associae mecssnr, Dcparu'nent ofSociology, Boston Col-
lege -
" Foundation Grants o Gorporate Aecmrlst Groups: Thc Dones Pempec;twe o
Phillip W Mome, Easton, Md. .

Public Neeﬁs. Public Policy and Plnlamhropy ) e .
Thomas R. Alher, Executive Diregtor, Study of Pohtiul Inﬂumoe, Washlngton,
D G.

r Mﬁcﬁcfn m:mwam, ' o
Philanthropic Activity in International Affaira - ' ' d

Prof. Adam Yarmolinaky, Ralph Waldo Emerson
University Professor, University of Massachusetts -

The Role of Private Philanthropy in Public Affais” ~ -
Paut N. Ylvisaker, Dean, Graduate School of Educatmn, Hm'vard Umversuy. and
Janz H. Mavity, New. York

IV. SPECIAL BEHAVIORAL STUDIES
A, Iuma Tax .

Tax'Incentives and Cha.ntable Contributions in the United States: A Mlcmeonno-
metric Analysis .
Prof. Martm 8. Fe.ldstcm, Depmmmt of. Boononuca, Harvard Unhmlty

Estimating Separate Price Elasticitles by Income Class
Prof. Martin 5. Feldstein, Department of Economics, Harvard Univmty

- The Income Tax and Charitable Contributions: Esumates and Slmulatiom with the
Treasury Tax Files

Prof. Martin S, Feldstein and Dr Amy Taylor, qurtment of Economics, Har-

“vard University )

Effects of the Charitable Deduction on Gmtribunons by Low lncomc a.nd Mlddle
Income Households; Evidence from the National Survey. of Philanthropy
- Prof. Michael J. Boskin, Department of Economics, Stanford University, and Prof.
‘Martin 5. Feldstein, Department of Economxu, Harvard Umvemty _

B. Eqtatz Tax

Estate Taxation and Chamable Bequests
Prof. Michael J. Boskin, Department of Economies, Stanfon:l Universrty,
National Bureau'of Economic Rescarch .

. Charitable Bequests, Estate Taxation and Intergmeratimal Wealth Transfers -
Prof. Martin S. Feldstein, Department of Economics, Harvard Uuwemty

(A Nen-Economic Motivations

Nou-Ecmnnc Motivational Factors in Philanthropic Beha.wor o :
" Dr. Fred R. Crawford, Director, CenterforReseambmSoaalChange,Emy
Univcniw. Atlanta
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Ve GOVERMMENT FMHVG OF VOLUNTARY ORGAM-
ZATIONS .~ . .. . -,
The Public Fundmg Agenc‘y .

" Eric Larrabse, Former Executive Dlrecmr. .
New York State Council on the Arts . .

VI TAXES AND REGUZAHON .
Private Foundaum and the 1969 ’I'ax Rd'orm Act
Chairman and Staff, Council on Foundations, Inc-
Foundations and the Federal Government: A Look at Spending Pautems T
National Planning Assoctation, Center for Health Policy Studies: Mithael §. Ko-

- leda, Director; Daniel P. Bourque, Associate’ Director, Commum:y Haspltals ‘Pro-
gram; Randall C. Smith, Research Asanume : :

Gommumty Foundations. - '
- Norman A. Sugarman, Baker, Hostellnr & Pattcrson, Clcw:land Oh.lo

The Charitable Foundation: Its Governance )
Prof, Lawmoe M Stane, Law-Scheol, University of Gaiiforma, Bcrkclcy

Corporate Phllant.hmplc Public Semc:e Actiwues o

James F. Harris, Director, Social Responsibility Research, and Anne Klepper,---
Research Associate, The Conference Board

Corporate Charitable. Contriblitions and Corporate SoclaI Respons'bnllty
Milton Mnskomtz, Senior Edltur, Bustness and Sotisty .Reumu, New York

-Corporate Gwing' Rationale, Issues and Opportunities '
. Prof. €. Lowell Harriss, Depart:mnt ofEconomics, Ca!umbla Unwmuy, and
" Economic. Consultant, Tax Founda.um, Inc.

- Corporate Giving Measurements
-Thomas Vasquez, Financial Eoommlst‘ Deparlmeut of the Trca.sury

Corporate Charitable Contributions L ’
R. Palmer Baker, Jr, J. Edward Sh:lhngburg, Lord Da}' &. Lord New York

C Incoine Tax Incentives -
- Charitable Contributions - Undcr the' Fodual [ndmdual Imnme "l"ax- Altematwe .
Policy Options
Prof. George ¥. Break, Dcpartmcnt of Buonomm, Unwcmty of Caleornm, Beriue-
ey -, .
‘The Income Tax Deduct:un for Chamabl: Contnbuucms by. Indwiduals
- John A, Wa!laoe, Robert W. Ficher, King & Spalding, Atlanta - :

- A Pro-Charity Substitute for the Present Tax Law Trutmem ar Apprecaaud Pmp-
* grty Contributed to Charity o
- Prof. Gerard M. Brannon, Department of Ewnormcs, Georgctmvrn Umvcmhy

-Explmtmn and Analysis of Split-Interest Gifts to Charity
Theodore A, Kurz, Barbara P. Robmscm. Dabevoise, thpton, Lyons & Gates,
New York - _ '
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_.; 'ugaim;ms of Charitable Gomnbutms oprpmciated Pmpeny 10 Public Gbari :

: Harry IL Mansﬁeld Fonald L; Groves, Ropes & Gray, Bostm:l _
“Treatment of Volumoer Semoes and Rzlated Expenscs Under the lnwmal Rcwmue
© Code’

Edmund C.: Bennctt. Tslhnghast. Gnllms & Graham, Pﬂmdmce, R.l'
D, Edate Tax Incentives

Estate Tax Deduction for Charitable Benefits: Pmposed Limitafions

Joha Holt Myers, “’illlams, Myers and Quiggle, Washmgton, DCc. e
" Dimensicns of Charitahle Giving Reponed -on Federal Estate, Gm: amd’ Fiducrary
Tax Returns. . .
Emil M. Sunley, Jr., The Brookmgs Insmutum, Wnshmgton, o X C.

Death “T'axes and Charitable Beguésts: A Survey of Issues and Optmns o
Prof Richard E. Wagmer, Department. of Economics, V'rgtma Po!ytechmc Inm-
 tute and State University, Blacksburg, Va.: :

. Pwpmed Limitations on the Estate Tax Deduction: ﬁ:lr C!hantable Transfers
Prof. David Westfall, Harvard Unlvcmty Law School o

E. &MTMMM

The Exernption of Reigious, Educational and Charitable. Tnsticutions from Pmpmy '
~ Taxation
. Dr, John E. Shannon, Assistant Director, Dr. L. R.lchard Gabler Semm' Analyst,
Adv:mry Commission on Intergaue:mmcma! Rclatlom -

iy Mﬂ-Tﬂbwmhm

. Alternative Appreaches to Eneouragmg Phnlamhmp:c Actmues S -
Prof. Gerard M. Brannon, Department of Economics, Georgéiown Umvenity, arld
James Strnad, Tax Apalysts and Advocates, Washington, D.C. ..

. A Tax by Any Other Name: The Donor Directed Automatic Pmntage Contribu-

‘tion Bonus, A Budget Alternative for Financing Governmental Support of Charity

: Aaron Wildavsky, Dean, Graduate Scheol of Public Palicy, and Prof, Da\m:l
Good, Department of Economics, University of California, Berkeley :

‘Study of Federal Maching Graats for Chisitable Contrbutions
Prol.-Paul R. McDanicl, Law Schml Bosmu Gollege : T

G. Oversight and Regulation
Federal Oversight of Private Philanthropy

- David Ginsburg, Lee R. Marks, Ronald P Wenhelm, Gmsbnrg. Peldman -and
- Bress, Washington, D.C.|

‘Criteria for Exemption Under Section 5Ul(c)(3) ' ‘ ' o
John P. Persons, John J. Osborn,. Jr., Charles F Fe!dman Pattcrsun, Bellmap &
" Webb, New Yak = - L. :

An Analysis of the Federal Tax Dtstmctmns Betwuen Publzc and anatt Chamsble
Organizations . .
Laurens Williams, Suthcrland Aslull & annan. Washmgton. . G., and Donald
V. Moorehead, Chief Minonty Counsel, Committee on Finance, U.S. Senate (for-

merly Sutherland, Asbill '& Brennan) ;

. Legu!axm Activities of Charitable Organizations Other: ’I‘ha.n anatc Found.mm
with Addendum on Legislative Activities of Private Foundations ,
John B. Huffaker, Pepper, Hamilton & :Scheetz, Piu!&delphig



The Status of State Regulation of Charitable Trusts, Foundations and Solicitations
- Ohio Attorney -General's Office: William ], Brown, Attorney General, J.* John
Stevenson, Chief, Charitable Foundations  Section, Jmeph M. Paul, Assistant
Chief, Donald ‘A. Antrim, Assistant Attomey General - o

A Study of the Inadequacies of Present Financial Repurtmg' by Plulamhmp:c Orga—_ '

“nizations :

Aooounung Advisory Committes of the Commission on P‘nvate Plnlanthrop‘y and
Public Needs: Malvern J. Gross, Jr., CPA, Chairman, Prics, Waterhouse & Co,,
" Kirk R. Batzer, CPA, Coopers & Lybrand, Delford W. Edens, CPA, Haakms a.nd
Sells, Timethy J. Raczk, CPA, Arthur Andetsen & Co. .

-The Fund-Raising Percent as a Quantitative Standard for Regulation of Public

Charities with Particular Emphasis on Voluntary Health and Welfare Organizations

" Arthur Jack- Grimes, Director, Department of Public Rﬁpunslbxhty, Am&m:an
‘Tnstitute of Biclogical Sciences, Arlington, Va, o

- Self-Regulation in Private Plnla.ntlunpy
Peter G, Meck, Ridgewood, NJ.

Tax Policy Relating to’ Environmenital Activities and Publnc Interest’ Litigatlm
A M. Wiggins, Jr., Bert W. Hunt, Reed, Smith; Shaw & McClay. Pittsburgh -

Presennng the Private Voluntary Sector: A Pmpcsal for a Public Advisory Commm-
sion on Philanthropy
. Adam Yarmolinsky and Marion R. Frenont-Smith

H. Foreign Proctices.
Over\new of Governmental Support and Fmanua! R:gulauon of l’h:la.nthmplc Or

ganizations in Selected Nations
Arthur Andersen & Co.

Taxation and Philanthrepy in Canada
Prof. RM. Bird, Prof. M. W Buowetsky, lnmtute fm' Pollcy Analyns, Umversny'
of Toronto .

~The System for- Regulation and Assistance of Ghanty in England and Wales with
Recommendations as to Establishment of a National Commission on Phulanthmpy-
in the United States

Donald R. Spuchier, O’Melva & Myers, Los Angeleu
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APPENDIX IT

'MEMBERS OF THE COMMISSION

The l'ollowmg identifications of Commission members m—_
. cludc, where; appmprlatc, both a° pnnclpal occupanon and a -
major voluntary sector aﬂihatlon : g

Chairman
“John H. Filer =~ ;. ¢ Gl
Chairman, Aetna Llfe & Casualty D
Hartford, Conn. o
D:rcctor, Hartford Institute of Cnmmal and Socxal Jusncc

" Executive Director
Leonard L. Silverstein
Silverstein and Mullens
 Washington,.D.C. . . .
- Director, ‘National Symphony Orchcstra Assocmuon o

William H. Bowen - ..
lims:dent, Commerc:al Natlonal Bank
thtle Rock, Ark. : '
- Director, Arkansas Assomatlon of Prwate Collcges

Lester Crown ' -

* President, Matenal Service Corporanon

Chicago )
Trustee, Northwmtcm Umvcmty

C. Douglas Diilon -

Chairman, U.S & Forelgn Secunnes Corp

New York - .. .. -
President, Metropolltan Muscum of Art
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Edwin D Ethcrmgton : o
Former Pnes:dent, Wesleyan Umverslty

- Ncw York

Trustce, Alf‘md P Sloan Foundatxon

- Bayard Ewing’

* Tillinghast;: Collms & Graham

o Providence, R.L -

Vlcc Chalrman, Umted Way of Amenca R -

ﬁ Franocs Tarlton Farenthold
Houston . :
- Past Ghalrpcrson, Natlonal Womcn s Polmcal Caucus o

: .Max M. Fisher
Chairman, United Brands Compa.ny

- Boston

Honorary Chalrman Umted Foundanons

. The Most Rev. Raymond J. Gallagher
. Bishop of Lafaycttc-_m-lnd:ana
" Lafayette, Ind.©

Earl G. Graves

- Publisher, Black Enterpnse
- New York
Comnnss:oner, Boy Scouts of Amenca

Paul R. Haas
President and Cha.xrman, Corpus Chnsu Oll & Gas Company
- Corpus Christi, Tex. = g :
Trustee, Paul and Mary Haas Foundauon S

Walter A. I-Iaas, Jr . o

Chairman, Levi Strauss & Company L

.San Francisco S
Trustee, Ford Foundatlon o

© Philip M. Klutznick

~ Klutznick Invcstments -
Chlcago o e i e -
‘Chairman,. Research and Pohcy Commlttee ancl Trustec, -
Commxttcc for Economlc Dcve!opmcnt . B
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_ Ralph Lazarus ' R
' Chaurman, Federated Department Storcs, Inc
- Cincinnati - '
Former: Natlonal Chalrman, Umted Way of Amcrwa

- Herbert E. Longenecker . B
President' Emeritus, Tulanc Umversuy ;
" New Qrleans
Dlrector, United Student Ald Funds
. Ellzabcth_] McCormack e
~ Special Assistant to the President .

Rockefeller Brothers Fund Inc
" New York
*_Walterj McNerney o CRPRRIEE T

* President, Blue Cross Association

Chicago .

William H. Morton

New York g
Trustee, Dartmouth College _

- John M. Musser ' :
President and Director, Gcneral Semcc ‘Foundatmn

_ 8t. Paul, Minn.

- Jon O. Newman _

- “Judge, US. District Cﬂurt
o Hartford Conn. = ' =

' Chalrmarl, Hartford Institute of Cnmmal and Socxal Jusuce

- Graciela Olivarez. . -

State Planning. Officer :

' New Mexico State Plannmg OHice

Santa Fe '
Director, Council on Foundatwns, Inc

Alan Pifer
* President, Carnegie Corporatlon of New York .
- New York : B
' Gcorgc Romney - ' : .
- Chairman, Natlonal Centcr for Voluntary Actlon' "
' Washlngton D.C. o
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William Matson Roth
Regent, University. of California
San Francisco | -

Ghamnan San Francisco Museum of Art, -

A.lthea. T. L. Simmons

Director for Education Programs - . =
NAACP Special Contribution Fund

New York Lo

The Rev Leon H. Sullivan
Pastor, Zion Baptist Church
Philadelphia

- David B. Truman
President, Mount Holyoke College
South Hadley, Mass.
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APPENDIX TII

COMMISSION CONSULTANT S
AND ADVISORS o

Comfm&f

' Howard A. Bolton . o
Milbank, Tweed, I-Iadley & McCloy
New York

Wade Gieene
- Writer, and: Editor
Editor'and principal writer of the Commmsmn s report

' Waldemat A Nielsen - - S '
- Director of Program on’ ‘Problems of American Plurahsm
Aspen Institute for. Humamstlc Studies

-Stanlcy S. Surrey )
Jeremiah Smith Professor of Law
‘Harvard Umvemty Law School

_ Adam Yarrl:ll::alu'u;lq,r
Ralph “}'aldo Emerson’ Umversnty meessor
- University of Massa.chusctts

Paul N, Ylvisaker o
Dean, Graduate School of Eclucatlon :
Harvard University
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Spma! Consu!tmts

~ James W, Abemathy
' Dlrecton ‘of-Research-
o Grantsmansh:p Center

: Martm S Feldstein .-
' Professor of Economics
Harvard Umverslty

: Theodcmc J. Jacobs -
- Former Duector, Center for Study of Responslve Law

_Porter ‘McKeever Lol
Associate, John D, Roclccfeller 3rcl -
: Ra.lph 'L, Nelson _ e
- Professor. of Economies .~ e T
: Quecns College, City. Umvmxty of New York

- John J Schwartz
" President Cermoa Tl
S .Amcm:an Assocnanon of Fund-Rammg Gounscl ;
- 2 New York ‘
 Carlton E. Spitzer - -
“Vice President .
T. J. Ross & Associates’
Washmgton, D. C.

ADWSORY COM‘IYEE
Kenfieth L. Albrecht . 1 Magrs Geno Baromi
Assi.stant Vice President,. - - - The National Center for ..
- Corporate ‘Affairs .. ., - Urban Ethnic Afain
Equitable Life Assurance Somely RN '_ Washinston, pec .. -
of the U.S. 4 O Kik R Batzer . -
- New York - ' Coopers&Lybmnd
© William D, Andmws N .NewYork SRNETTRR s
Harvard University Law School 7. . Edeund C. l!cm.ett i
Thomas R. Asher -~~~ Tillinghas, ¢ Collma&Gnham U
g.xccunw: Director ' _ Prcmdenoe, R.L : R
tudy of Palitical Influence . - Philip Bernstein -~ ¢ .
Washington, DC. .~ . - Emcﬁt:verr\.glcenmt DU
R. Palmer Baker, J. = - - "7 'Council of Jewish Federations ~** -
- Lord, Day & Lord = T deelfareFunds,!nC. o

New York New York

- _2‘36!"*



Richard M. Bird . ¢ EdwinS.Coben
" Tastitute of?nhcyAnalysas L Umversuyof\firgmalaw&hnol :

University of Toronto: - - -~ . **.Speldon S, Cohen .
Boris I Bittker "+ .. Cohen and Uresz
" Yale Unmmty Laar Sl::huol ... ..Washington, D.C,
Robert J.Blendon > * - """ Wilbur J. Cohenr
Vice President for PIanning - .. Dean ST
-and Development- - . : School of Education
Robert Wood Johnson Foundatmn - University of Mlchngan
Princeton, N.J. - : Ann Arbor
Walter ]. Blumh " Marvin K. Col . C
University of Chicago Law School = Vmo:, Elkins, hg:mh) Conm.l]-y o
_ Chicago . _ S i & Smith .
: genry M“Bgetinger Pra o Houston, Texas
. Director orporate snnm.g P g : R
American Telephone & Telegraph T mmﬁ?gm;umm& -
New York I s
. . Emory University -
‘Michael J. Boskin 7 Atlanta :

. Department of Economics .

Stanford Unlvensity - Charles W. Davis

T Sutter, ,M‘ﬂm |
Blair T, Bower S Hrgk]:)n:.“sutler OWETI :
North Arlington, V‘rgini‘a Chicago
© - Gerard M. Bm.lmon ' I '
. Department of Fm?miﬂ' . Haskim & Sells .'
Georgetown. Um“mlt)'_ s . New York ' :
George F.:Break = .. Donald A Erickson _

Department of Economics .

University of California, Berlneley Department of Education

Simon-Fraser Unwemty L

Robert H, Br:fn;.{ner - .. .. Burnaby,BC. o
m;“uﬂi&ﬂf o : " Marion R. Fremom-Snmh .
Henry R. Brett | . Bostan -
Contributions Counsclor ~* - ' :
Standard Oil Company of Californiz - F. Daniel Frost .
- San Franelscu -~ {iibson, Dunn & Cmtcher o
“'Sarah C. C " Los Angeles . . '- '
CladouhasandBmham T :' © 'David Ginsburg - - o
Washingten, D.C.  °° 7~ Ginsburg, FeldmanandBresa
~Earl F. Cheit - SRR s Washington, .C. : :

Associate Director o Robert F. Goheen L
Camegle Couneil on Pollcy Smdles o Chairman, Council on Foundatlons. Im:
in Higher Education - "7 New York - _ -

Berkeley, Calif, . . 8. Peter Goldberg

Carl C. Clark e - Councilt of Jewish- Federamns

Commission’ for the Advancement of . and Welfare Funds, Inc.
Public Interest Orgmizations .. New York

Washingron, DC. S Arthur Jack Grimes ™ -

- Bice Clemow o . American Institute of Biologiml

Editor - . Sciences

West Hanfml, Conn -~ . . Arlington, Va.
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- Malvern J. Gross o
Price Waterhouse & Co. - -
. Washmgton, D.C.

‘Charles R. Halpem
‘Executive Director
Council for Public
Interest Law
Washington, D.C.

James F. Harris

The Conference Boand
New York

C. Lowell Harriss )
Department of Economics
Columbia University
Caryl P. Haskins

Former President
Camegie Institution of Washlngtm A
Washington, D.C.

Robert W, Heam -

Association of Black Foundatwn

Executives
New York

Fritz F. Heimann S
General Electric Cumpany
New York

Williama G. Herbster -
Senior Vice President
First National City Bank -
New York

Caroline Hightower
Editor and writer

New York

Thomas D. Hinton

Executive for Finance
and Administration .

United States Cathohc Con&renoe

Washington, D.C.

" Harry R. Horrow :
Pillsbury, Madison & Sutm

San Francisco -

James T. Hozey
Vice Prasident and Execotive Dlmor

" UL S. Sieel Foundatmn
Pitusburgh :
John B. Huffaker .
Pepper, Hamilton & Scheetz
Philadelphia _

Hans H. Jenny -
Vice President - -
Wooster College

"Wooster, Ohio o

Douglas W, Johnson -~ -

Office of Research Evaluatlon
and P

National Coundil ol' Chumhu

New York :

. ! Janet Koch

Writer

New York .

Michael 8, Koleda

Director - o
Center for Health Policy Studies
Nationa! Planning Association

Washington, D.C.

Albert H. Kramer

National Citizens Committee
for Broadcasting

Washington, D.C..

Theodors A. Kurz

Debevoise, thpton, Lyons & Gates

New York

Robert L. Lamborn -

Executive Director

Council for American Prwane Education

Washington, D.C. -

Eric Larrabee

Former Exccutive Director, :

New York State Council on the Arts

New York

Harry K, Mansfield

Ropes & Gray

Boston'

Lee R. Marks

Ginsburg, Feldman and Brus

Washington, D.C. L

Jane H. Mavity

New Xm-k

Paul R. McDaniel. - .

Boston College . School ovf Law .

Peter G. Meek :

Ridgewood, N.J.

Milton Moscowitz -

Senior Editor ) :

Business and Society Review -

New York :
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Rev. Robert V. Monticello .
Associate General Secretary
United States Catholic Gonfel'enou
Washington, D.C,

Phillip W, ‘Moore
Easton, Md.

James N', Morgali
Survey Research Center
University of Michigan

Robert H. Mulreany
DeForest & Duer
New York

John Holt Myers .
Williams, Myers and Qulggle
Washington, D.C.

Michael K. Newton

President

Associated Council of the: Ams
New York

John 8. Nolan
Miller & Chevalier - -
Washington, D.C.

Jose(ph M. Paul

Assistant Chiel )
Charitable Foundations Section
Office of the Attorney General
State of Ohio

Columhbus

Joseph A, Pechman T
The Brookings Institution . .
“Washington, D.C. . '
John P. Persons :
Patterson, Belknap & Webb
New York

Pcter_l Petkas
Di o

Southern Governmental

Manitoring Project
Southern Regional Councll
Atlanta

Timothy J. Racek
Arihiur Andersen & Co.
New York

Thomas W, Richards

National Trust for Historic Preservation

Washington, D.C.

Harolcl Roser : .

Manager, Community Development
Programs .

Exxon Corporation

New York

Alvin L. Schorr

Community Service Suciety
of New York |

New York

John F. Shannon

Assistant Director

Advizory Commission on
Intergovernmental Relations .

Washington, D.C. -

Ira Silverman

Executive Director

Institute for Jewish Policy P]a.nnmg ’
and Research

‘Washington, D.C.

John G. Simon
Vale University Law School

David Horton Smith
Department of Soc:ology
Boston College

Tonald R. Spuehler

O'Melveny & Myers

Los Angtles :

J. John Stevenson. -

Chief :
Charitable Funndalnons Sectlon :
Office of the Attorney General
State of Ohio

Columbus

Lawrence M. Stone
School of Law -
Umw::rsuy of. California, Bl:rkcley

Norman A. Sugarman . o
Baker, Hostetler & Pattemn
Cleveland '

Emil M. Sunley, Jr.

The Brookings Institution
Washington, D.C. -

Wayne E. Thompson

Senior Vice President g
Dayton-Hudson Corporation - -
Minneapolis . .
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" T. Nicolzus Tideman --
Department of Economics: .
) V’rglma Poiytechnic Inst:rute :
- and State Ummty -
Bladuburg, Va.. :

. Caplin & Drysdale: .
- Washington, D.C.

Mary Jean Tully -

President . -

- NOW Legal Defcme and Edncatwu -

 Fund
New York

_]ohn H. Vandzuberg
.- Assistanit to. Council of the Twelve
* Salt Lake City

_ Thomas qum
Financial Economist

- USs. Departmentofd):e':.'freasury -

" Weshington, D.C
Joweph L. Vigilante

. School of Social Work

‘Adelphi University

-Garden Clity, N.Y.
- Richard E. Wagner -
~ Center for Study of Pubhc Chmoe

Virginta Polytechnic Institute

and State University = -

Blaclsbarg, Va. - -

]olm A. Wallace'

- King & Spaldmg
Atlanta’ -~

Victor Weingarten _.
President.

Institate of Pubhc Aﬁ'ms, Inc. R

New York .

- Burton A. Welsbrod-

- Department. of Et:nnumts'
University of Wisconsin
Madison, Wisc.

David Westfall ' E
'Harvard Umvemty Law Scllool' o

- AM. Wiggins, Jr..

" Reed Smith Shaw . & Mccnay
Plttsburgh
Aaron Wildavsky

Dean, Graduate Schuol of Public Pollcy

University of Cahfomm, Berkeley,
Laurens Williams {Deceased) -~ .-

Sutherland, Asbifl & Brennan, . . .

‘Washingtan, D.C,

" Ellen Winston

* Raleigh, N.C.

- Bernard Wolfman R oo

Center for Advanced Smcly in the
Behavigral Sciences .

Stanford, Calif.

Raul Yzaguime

Executive DHrector - -
Nationhat Council of La Raza
Washmgton DC. o
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