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C ontents This chapter discusses fundraising among people of color and other so-
called new donors, suggesting categories of new donors that may be useful
in generalizing about the way they are to be approached.
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Paul G, Schervish

This second part of the two-part essay differentiates between the motiva-
tional models of the demand-side and supply-side approaches to fund-
raising. It describes the inclinations that dispose wealth holders

to make substantal gifts, addresses the implicadons of supply-side
analysis for fundraising and for the repeal of the estate tax, and

situates the discussion within the larger framework of wealth and
philanthropy in an age of affluence. :
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Potential donors 2nd fundraisers who assist them in achieving their philan-
thropic objectives need a clear understanding of the complexities of allocat-
ing resources among investments, additional consumption, and
philanthropy.
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Research into the information needs of donors underscores their need for
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Those concerned with advancing charitable giving
can feel confident about the emerging financial and
social-psychological factors that are setting new
supply-side directions in giving.

1

The material horizons of philanthropy:
New directions for money and motives

Paul G. Schervish

"THIS IS THE FIRST OF TWO CHAPTERS exploring the emerging finan-
cial and social-psychological factors that I believe are setting new
directions in charitable giving. These new directions revolve in large
part around a shift to a supply-side understanding of charitable giv-
ing, espedially by high-net-worth individuals. This chapter discusses
what it means to view charitable giving from the supply side! and
reviews the material or financial horizons that support this analysis.
First, I discuss what it means to speak of supply-side aspects of char-
itable giving. Next, I chart the current patterns of charitable giving
by wealth holders. I summarize the growing horizon of material
- wealth that will provide the context for increased charitable giving.

Acknowledgments: 1 am grateful to the T. B. Murphy Charitable Trust and the Lilly
Endowment for their generous support of the research reported in this chapter. I am
especially grateful to John J. Havens, whose careful empirical research is contained in
the chapter, and to Mary A. O’Herlihy for her competent advice and assistance. Finally,
I thank Lois M. Sherman for her courteous editorial work and my other colleagnes at
the Indiana University Center on Philanthropy—Dwight F. Burlingame, Patrick M.
Rooney, and Eugene R. Tempel—who hosted me and provided the intellectual atmo-
sphere that encouraged the development of the ideas in this chapter and the next one.
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6 UNDERSTANDING THE NEEDS OF DONORS

I then indicate some of the implications for charitable giving that
such a vast wealth transfer portends. I conclude with a discussion of
how this emerging material capacity suggests that those concerned
with advancing charitable giving can feel confident about abandon-
ing a scolding model and taking up an inclination mode! for work-
ing with wealthy donors. The following chapter explores the
spiritual horizons or social-psychological factors that join with finan-
cial wealth in disposing wealth holders toward increasing the sup-
ply of philanthropic dollars rather than resisting doing so.

Demand and supply in philantbropy

All charitable giving is a relation between donors and recipients, with
donors providing a supply of dollars to meet a demand of needs. The
question I address here is not whether meeting people’s needs is at
the core of philanthropy. Both the supply- and demand-side per-
spective hold that dear. Rather, the question is how best to generate
charitable dollars to meet those needs. The demand-side approach
emphasizes that donors are hesitant givers and so must be pushed in
more or less aggressive ways to separate themselves from their
money. In the extreme, obtaining charitable dollars is a process of
stealthy extraction at worst and shrewd persuasion at best. The sup-
ply-side approach emphasizes that donors are inclined to donate to
charity and are motivated to do so by having excess financial
resources and a desire to identify with and affect the fortunes of oth-
ers. They do not so much need to be pushed into giving as helped to
discern how to make wise decisions about their wherewithal, In a
word, the supply-side approach employs the dynamics of liberty and

inspiration rather than coercion and guilt to increase’charitable input.

The demand-side strategy

In practice, no fundraiser simply relies on the demand-side strategy
as I have described it. Indeed, fundraisers find it especially reward-
ing, personally and institutionally, when they pursue a supply-side
approach. But the usual approach, most often motivated by an
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urgency to raise the sums necessary to accomplish an important mis-
sion, is to pursue the more customary demand-side approach. In
order to overcome the reluctance of donors, demand-side practi-
tioners employ a panoply of strategies ranging from cultivating
friendships and presenting portfolios of needs to advising about tax

-incentives, instilling guilt about privilege, making accusations of

stinginess, and establishing giving quotas for wealth holders. In this
view, generating a positive change in the level of individual charita-
ble giving requires that donors be pressed to shift their preference
away from other uses of their money. For charity to increase, some-
thing else must decrease. In economic language, for charity to
increase, donors must shift their preferences within an existing bud-
get constraint. Accordingly, to make this shift is to be generous; not
to make it is to be penurious.

The supply-side strategy

In contrast to a demand-side approach, 2 supply-side perspective
considers the circumstances and dispositions of donors in addition
to the modes and tone of appeals. The essence of the supply-side
perspective is to regard changes in aggregate supply to be as impor-
tant as changes in aggregate demand in producing changes in
aggregate output. More precisely, it considers how changes in char-
itable output derive from an increased supply in capacity and cho-
sen duty rather than from an increased demand of need and
proscribed responsibility. Instead of soliciting the expansion of phil-
anthropy by stressing exogenously originated needs and obliga-
tions, the supply-side perspective stresses how endogenous material
resources and moral capacities that incline donors toward charita-
ble giving are themselves also expanding. Charitable donations do
not simply result from changes in aggregate demand or what is
needed to be done. It is also due to changes in aggregate supply, or
what people want to do and are able to do.

In the demand-side approach, the central problem for charites
is the need to create in donors a sense of financial capacity and
moral concern—that is, to convince donors they have riches to give
and reasons to give them. When the supply-side approach is added,
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an equally central task of charities is to provide outlets for, and even
compete over, what is being created largely outside their sphere of
influence: an expanding material capacity for and personal inclina-
tion toward charitable giving. If the demand-side approach sees its
task to get people to do what they would not ordinarily be disposed
to do, the supply-side approach sees its task to invite people to par-
tcipate more fully and more wisely in what their new capacites
make them prone to do.

Current patterns of charitable giving

To understand the material side of the supply side requires a look

at the current patterns and future prospects for charitable giving
by wealth holders.

Inter vivos charitable giving

The small riumber of families at the highest end of the distribu-
tions of wealth or income currently contribute 2 dramatically high
proportion of total annual or inter vivos? charitable giving. The 4.9
percent of families with net worth of $1 million or more made 42
percent of the total contributions to charitable organizations in
1997.3 Fourteen percent of contributions came from the 0.2 per-
cent of families with at least $1 million in wealth and $1 million in
income; such families contribute an average of $69,000 annually.
The remaining 28 percent of all personal contributions came from
the 4.7 percent of families with wealth of at least $1 million but
incomes below $1 million. In regard to income, the proportion of
charitable dollars coming from the highest-income families is also
marked. I sumrnarize this highly skewed distributien of charitable

giving by ratios of the proportions based on the Social Welfare

Research Institute (SWRI) composite estimate of giving.* These
proportions show that 25 percent of families contribute 68 percent
of all charitable dollars. Even more starkly, the proportions show
that 0.22 percent of families with incomes of $1 million or more
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contribute 13 percent of all charitable dollars. One percent con-
tributes 22 percent, and the top 5 percent of the income spectrum
contribute 40 percent of all charitable gifts.’

Charitable bequests

Although the correlation between wealth and percentage of wealth
contributed in the form of inter vivos gifts is negative, the correla-
tion between wealth and percentage of wealth going to charity in
the form of charitable bequests made from final estates (that is,
estates for which there is no surviving spouse) is positive. For final
estates recorded in 1997, the average donation to charity was 14
percent. For estates valued under $1 million, 4 percent was con-
tributed to charity. As a percentage of the value of total charitable
bequests, the 0.4 percent of the final estates that are worth $20 mil-
lion or more make 58 percent of all charitable bequests in terms of .
dollars. As the value of estates goes up, the percentage going to
charity also increases. Among estates valued at less than $10 mil-
lion but more than $1 million, 5.6 percent went to charitable
bequests, and among estates valued from $10 million to under $20
million, 17 percent went to charitable bequests. Finally, estates val-
ued at $20 million or more bequeathed an average 49 percent of
their value to charity, 30 percent to taxes, and 21 percent to heirs.
In addition, as the value of estates rises, the proportion going to
heirs decreases while the proportion going to taxes increases. The
one exception is that estates valued at $20 million or more allocate
a lower proportion to taxes than the $10 million to $19.9 million
group, reflecting the 49 percent allocation to charity.

The forthcoming wealth transfer

In order to assess the potential for growth in charitable giving, John
Havens and I undertook a project designed to estimate the poten-
tial for growth in personal wealth. Our efforts resulted in the Boston
College Wealth Transfer Microsimulation Model (WTMM), which







