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The New Physics of Philanthropy:
The Su[l))ply-Side Vectors of

Charita

le Giving

Part 1: The Material Side of the
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Paul G. Schervish and John J. Havens

Paul G. Schervish is Director of the Boston College Social Welfare Research Institute and Professor of
Sociology at Boston College. John J. Havens is Associate Director and Senior Research Associate at the Social
Welfare Research Institute. Over the past 15 years their research has focused on the personal giving and
receiving of care, As part of this work they have published with Bankers Trust Private Banking the Wealth with
Responsibility Study/2000 which surveyed high net-worth individuals about their attitudes to wealth, taxes,
investment, and charity. With Mary A. O’'Herlihy they recently completed an interview-based study on high-
tech entrepreneurs and philanthropists, AgentAnimated Wealth and Philanthropy: The Dynanics of Arcurnulation
and Allocation Among High-Tech Donors, Havens and Schervish have developed a wealth-transfer simulation

model to project the forthcoming transfer of wealth.

We would predict that the standard of
life in progressive countries 100 years
hence will be between four and eight
times as high as it is to-day ... . It would
not be foolish to contemplate the
possibility of a far greater progress still.!

Abstract

This two-part article analyzes the emerging
financial and social-psychological forces
that are increasingly influential in shaping
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charitable giving, especially by wealth
holders. By referring to the new physics of
philanthropy, the authors emphasize the
increasing importance of material wealth
and the desire to be efficacious in the
commonwealth as supply-side vectors that
incline wealth holders toward allocating a
substantial portion of their wealth for
philanthropic purposes. Here in Part 1 the
authors investigate the material aspects of
the new physics within the context of an
understanding of the supply and demand
for philanthropic contributions.
Specifically, the focus is on what it means
to speak about supply-side vectors and on
the material side of the new supply-side
physics of philanthropy. First the authors
set out the main lines of supply-side
vectors in philanthropy, beginning with a
description of the more familiar demand-
side approach to charitable giving. The
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paper then examines the material supply-
side forces, looking at current patterns of
charitable giving by wealth holders, the
expanding environment of growth in
wealth, and the amounts of charitable
giving presaged by that growth. In Part 2
the authors will explore the social-
psychological aspects of the new physics
and spell out some implications for fund
raising and public policy.

Keywords:

wealth, philanthropy, charitable giving,
motivations, estate tax, fund raising, empirical
patterns, wealth transfer

Introduction

This two-part article analyzes the emerging
financial and social-psychological forces
that are increasingly influential in shaping
charitable giving, especially by wealth
holders. By referring to the new physics of
philanthropy, the intention is to highlight
through an appropriate metaphor how
these forces constitute a set of vectors akin
to what is meant by that term in physics.
Such vectors are characterized by direction
and magnitude. Although universally
present, they converge on each individual
wealth holder from different angles and
with different intensities. For any
particular individual, the vectors seldom,
if ever, line up in a completely isomorphic
way. By referring to the wew physics of
philanthropy, the authors emphasize the
increasing importance of material wealth
and the desire to be efficacious in the
commonwealth as supply-side factors, that
1s, as vectors actually inclining wealth
holders toward a more steadfast
commitment to philanthropy.

In Part 1 the authors investigate the
material aspects of the new physics within
the context of an understanding of the
supply and demand for philanthropic

contributions. Specifically, the focus is on
what it means to speak about supply-side
vectors and on the material side of the new
supply-side physics of philanthropy. In
Part 2 the authors explore the social-
psychological aspects of the new physics
and spell out some implications for fund
raising and public policy. First the main
lines of supply-side vectors in philanthropy
are set out, beginning with a description of
the more familiar demand-side approach to
charitable giving, The authors then
examine the material supply-side forces;
looking at current patterns of charitable
giving by wealth holders, the expanding
environment of growth in wealth, and the
amounts of charitable giving presaged by
that growth. In Part 2, the authors review
the social-psychological vectors that are
increasing the inclination of wealth

holders toward charitable giving, and
suggest some implications of the supply-
side analysis. The paper also looks at a
donor-based methodology of discernment
by which fund raisers can work with the
supply-side vectors to advance allocations
to charity both quantitatively and
qualitatively. Such a discernment approach
raises certain challenges for representatives
of charities and fund raisers, mainly to
make different decisions and pursue
different strategies in soliciting charitable
contributions from wealth holders, The
authors speculate about the implications of
the supply-side approach for the reduction
or repeal of the estate tax. The paper
concludes with some observations on the
spiritual hotizon of wealth and
philanthropy in the age of affluence.

The Physics of Demand and
Supply

There is a general physics of philanthropy
that underlies both the supply of, and the .
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demand for, philanthropic funds. In
addition to speaking about this general
physics of philanthropy, The authors’
purpose 1s to focus on what is new about
it, namely, the growing prominence of
supply-side vectors. Historically,
discussions about the level, or changes in
the level, of charitable giving have tended
to focus on the demand side of the
philanthropic relation. The demand side is
the aspect of the charitable relation by
which the needs of people are brought
into the purview of those who can supply
resources to meet those needs. The supply
side of the charitable relation is the set of
resources and dispositions that incline
individuals to participate in philanthropy.
The new physics suggests the potential for
individuals participating in philanthropy
to expand their charitable output over and
above the level of output that is induced
by the demand of needs. To be
thoroughly clear: charitable giving is
always a relation between a supply of
charitable dollars and a demand of human
needs. What this paper is addressing is
that in the past fund raisers have
mobilized this relation of supply and
demand by pursuing demand-side
strategies aimed at generating the supply
of dollars from what are perceived as
relatively reluctant donors, rather than by
pursuing supply-side strategies aimed at
uncovering and channeling the desire of
wealth holders to allocate their financial
resources to charity,

Those who comment and write about
philanthropy always give at least implicit
consideration to both demand and supply:
to both the needs to be met and the
resources available to meet them. But
discussions about such a morally and
culturally charged topic as philanthropy
cannot remain putely analytic. The

disposition of sine ira et studio that Max
Weber encourages for the vocation of
science is not appropriate, he contends,
for the practical vocation of politics where
the purpose is to effect change.? So with
philanthropy: discussion is not limited to
an analytic exposition of the forces of
demand and supply that come together to
produce a certain level of charitable
output. There is both the desire to
increase levels of charitable output and the
desire to discover and apply techniques
for elevating the quality and quantity of
that output.

The demand-side strategy

Although much could be learned from
retracing the philosophical, moral, and
political grounds for urging increased
charitable output, the authors will accept
the premise here that elevating the level of
charitable giving is a desirable goal for all
parties working in and around the
philanthropic enterprise. While the goal of
increasing charitable output is not in
dispute either here or among
philanthropic advocates, what often
remains controversial is bow this output
should be increased. Until just recently,
the usual approach was to consider wealth
holders as relatively reluctant givers. In
order to overcome this reluctance, fund
raisers and others promoting charitable
giving employed 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 meanness,
and establishing giving quotas for wealth
holders. Common to the proponents of
these strategies is the conviction that the
best way to mobilize a supply of charitable
dollars to meet a demand of human needs
is to approach the matching process from
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the demand side. In order to plant and
grow the seeds of philanthropy, charity
advocates need to induce reluctant donors
to separate themselves from their money.

It is important to note that charity
advocates seldom completely lose sight of
supply-side inclinations of donors and, as
a result, tend to pursue a softer version of
the demand-side approach: one in which
needs are portrayed to donors as truly
important and in a manner that will
fulfill donor aspirations for effectiveness
and significance. Nevertheless, the general
view is that the overall level of charitable
output by donors is for all practical
purposes a function of inducing them to
give more to a specific cause than they
would otherwise be disposed to give. In
this view, generating a positive change in
the level of individual charitable giving
requires donors to shift their preference
away from other uses of their money. This
means that charities and their proponents
must make a sufficiently compelling case
in order to (1) convince donors of the
need for their gifts; (2) instill in donors a
moral obligation to shift a greater portion
of their expenditures to gifts; and (3) set
appropriate standards for how much to
shift and when to do so. In this model,
fluctuations in aggregate demand, that is,
the ebb and flow of needs, is the starting
point for effecting a change in the supply
of charitable dollars.

But the existence of needs does not in
itself create a response in supply. Also
required is adroitness in communicating
such needs and in increasing the
probability of a favorable financial
response. Because a charitable relation 1s
not completed until a gift is made, it 1is
necessary that the obligation to respond in
the form of a gift enters the purview of
donors in a forceful enough way to

change donor behavior. This is why a
long-standing emphasis is found among
fund raisers on cultivation, prospecting,
friend-making, and the suggestion of
giving standards, which are often
accompanied by an overtone of shame
and guilt. Fund raisers tend to employ
these techniques not because fund raisers
are beguiling; but because they care a lot.
How else, they honestly wonder, are they
to attract and distribute the hard-to-evoke
resource of charitable donations for the
easy-to-overlook crucial needs of others?
The demand of needs is limitless, while
the supply of donor dollars is scarce. The
assets from which donors can choose to
give are viewed as resistant to change and
so must in one way or another be coaxed
away from donors. Why is this so?
Because wealthy donors need to be
convinced that they should reallocate their
financial resources in line with and
commensurate to the needs laid out before
them, rather than in accord with what
donors currently perceive as their own
needs. Wealth holders are called upon to
reduce their expenditures in one sphere in
order to increase their allocation to
charity, For charity to increase, something
else must decrease. In economic language,
for charity to increase donors must shift
their preferences within an existing budget
constraint. Accordingly, to make this shift
is to be generous; to not make it is to be
penurious.

In contrast to a demand-side approach,
a supply-side perspective considers the
changing circumstances of donors rather
than the changing circumstances of needs.
The essence of the supply-side perspective
is to regard changes in aggregate supply to
be as important as changes in aggregate
demand in producing changes in aggregate
output. Or more precisely, it considers
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