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Despite Weak Economy, Long-Term Outlook for Philanthropy Remains Positive

While the decline in major stock indices and the sluggish economy have forced many foundations, corporations, 
and individuals to cut back on their grantmaking or charitable giving, the long-term outlook for philanthropy
remains positive, Barron's reports.

A number of high-profile foundations, including the David and Lucile Packard Foundation in Los Altos, 
California, have been hard hit by the declining markets and have had to scale back their giving and lay off staff.
The foundation, whose endowment peaked at more than $15 billion in 2000 but is now less than $5 billion, cut its 
grantmaking from $450 million in 2001 to $250 million this year and has said it will only give $200 million in 
2003. In other cases, foundations and individual donors have responded to declining endowments and shrinking 
investment portfolios by stretching out grant payment schedules and reducing their charitable donations.

"It's kind of a shock to the system," said Dot Ridings, president of the Council on Foundations. "The late '90s were
hog heaven for us Ñ new programs, new ideas, experimentation flourished. Now market reverses have put a
screeching halt to a lot of that."

Nevertheless, overall giving is significantly higher than it was in the early 1990s. Gifts by individuals rose 50 
percent, to $160.7 billion, between 1995 and 2001, while foundation giving has doubled since 1996. And even 
though the American Association of Fundraising Counsel estimates that total giving, when adjusted for inflation, 
was $212 billion in 2001, down 2.3 percent from the previous year, the drop is consistent with declines in other 
periods of economic stress.

"It isn't down very much considering you're talking about a recession all year, plus 9/11," said Paul G. Schervish, 
who co-authored the 1999 report Millionaires and the Millennium with John J. Havens. The report by the two 
Boston College professors estimates that the intergenerational transfer of wealth in current dollars over the next 
fifty years will be between $41 trillion and $136 trillion, with $6 trillion to $25 trillion going to charitable 
bequests. The authors, who say the wealth transfer will also boost gifts from living benefactors, stand by their 
long-term estimate despite the stock market declines of the last two years.

In addition to creating an abundance of new wealth for charity, the stock market boom of the '90s left its mark on 
philanthropy by emphasizing targeted giving, measurable outcomes, and accountability. "The need to track 
results is clearly understood and people are developing ways to do that," said Rob Johnston, president and CEO of 
the Peter F. Drucker Foundation for Nonprofit Management , which will adopt a new name, the Leader to Leader 
Institute, effective January 1. "I don't think this stuff is going to go away."

Schmuckler, Eric. “A Shock to the System.” Barron's 12/09/02.
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