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Abstract: We examine how taxes affect donations given to nonprofit organizations and how this 
varies across nonprofit types. Most prior studies constrained tax price elasticities to be constant 
across nonprofits, primarily because the data do not provide donations by nonprofit type. Using 
nonprofit-level data and average marginal tax rates that vary across years and states, we estimate 
tax price elasticities by nonprofit type. We find an aggregate public charity elasticity of -0.8 and 
a private foundation elasticity of -2.0. These results suggest that the cost of the charitable 
contribution deduction is roughly proportional to its benefit for public charities, but that the 
deduction stimulates significant giving for private foundations. When we partition our elasticities 
across 24 public charity types, we find significant elasticities of -1.0 or larger for five types. 
These results suggest that changes to the price of charitable giving likely would lead to a 
reallocation of donations across nonprofits.  
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I. INTRODUCTION 

The charitable contribution deduction, instituted as part of the War Revenue Act of 1917, 

is one of the largest and oldest federal expenditure programs. The deduction is provided for gifts 

made to religious, charitable, scientific, or educational institutions (Internal Revenue Code 

501(c)(3)). In 2007, over 41 million individual tax returns reported over $194 billion in 

charitable deductions at a cost to the federal fisc of approximately $53 billion; this amount of 

forgone tax receipts was larger than the amounts spent on the U.S. Department of Education ($50 

billion) or the U.S. Department of Transportation (about $47 billion).1 

The primary policy issue is whether the incentive effect of the charitable deduction 

increases donations by at least what it costs the government in forgone tax revenues. Beginning 

with Taussig (1967), a large body of research has attempted to answer this seemingly simple, yet 

important, question. The typical study in this genre uses data from individual income tax returns 

to regress the log of tax price (where the tax price is equal to one minus the marginal tax rate) on 

the log of donations deductions. The coefficient on the tax price variable is interpreted as the tax 

price elasticity of charitable giving. Elasticities greater than -1.0 (in absolute terms) suggest that 

the benefit, in terms of increased dollars given to charities, is larger than the forgone tax 

revenues, and vice versa.2  

Because most prior studies used charitable deductions from individual tax return data, 

which do not identify the type of nonprofit that received the contribution, they were limited to 

estimating a single aggregate elasticity across all nonprofit types. The nonprofit sector is quite 

                                                 
1 Statistics can be found at http://www.irs.gov/taxstats/indtaxstats/. 
2 As pointed out by Andreoni (2006) and others, this rather simplistic focus on an elasticity of -1.0 is incomplete as 
it omits other factors, such as the extent to which charities would actually receive forgone tax benefits and potential 
crowding out. Nonetheless, it does provide a starting point for discussions about the efficiency of the charitable 
deduction and as such has received considerable research attention. 
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diverse and includes 25 different categories of public charities as well as private foundations.3 To 

the extent that the incentive effect of the charitable deduction varies across different types of 

nonprofits, aggregate estimates are not particularly useful for informing policy decisions. This 

issue is quite contemporary, as the current presidential administration has suggested increasing 

the tax price of giving by limiting the tax benefit of charitable deductions.4 The position of the 

administration is that limiting charitable deductions would raise revenue yet would cause 

donations to fall by little, if at all (Perry 2009). In essence, the administration believes that tax 

price elasticities are at or near zero. However, the proposal has caused concern across the 

nonprofit sector, which maintains that elasticities are high.5  

Although a few prior studies (as discussed in section II) have used survey data to estimate 

elasticities for three of the 25 types of public charities, they reach no consensus, and little if 

anything is known about the elasticities of charitable giving for the other 22 types of public 

charities or for private foundations. Our paper is the first to estimate tax price elasticities across 

these 22 specific types of public charities as well as private foundations. By using charity, rather 

than taxpayer, data we can group organizations into specific types, allowing us to measure tax 

price elasticities separately across those types. We gain tax price identification not at the 

individual donor level, but rather through variations in tax rates across time and across states. 

To preview our results, we find an aggregate tax price elasticity for public charities of 

approximately -0.8 (which is not statistically different from -1.0). This result suggests that the 

contribution deduction precipitates sufficient additional giving to roughly offset the amount of 
                                                 
3 We define nonprofits as 501(c)(3) organizations, which are qualified to receive tax-deductible contributions. 
Nonprofits are either public charities or private foundations. The Internal Revenue Service partitions public charities 
into 25 single-digit National Taxonomy of Exempt Entities types, while private foundations are not partitioned into 
specific types. Appendix A contains a list of these groupings, along with representative organizations. 
4 Specifically, the Obama administration seeks to limit the benefit of the charitable deduction to 28 percent of the 
amount given, even if the taxpayer is at a higher marginal tax rate (currently up to 36 percent). 
5 Suzanne Perry of the Chronicle of Philanthropy has written a series of informative articles that present both sides 
of the issue. Her articles, and others, can be found at http://philanthropy.com.  
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forgone tax revenues. We find a private foundation elasticity of roughly -2.0, suggesting that 

donors to private foundations are very sensitive to the tax benefits of their deductions. Our 

aggregate public charity elasticity of -0.8 is lower than the historical aggregate average of -1.3 in 

the period prior to 1985 as reported by Clotfelter (1985), but is very near the average permanent 

elasticity documented by more recent studies that explicitly partitioned transitory and permanent 

elasticities, providing some comfort that our methodology is reasonable (Peloza and Steele 

2005).  

  When we partition our sample of public charities into 24 specific types, we find 

elasticities that consistently are statistically significant for five of the 24 types.6 These five types 

include arts and culture, private education, environmental protection, animal welfare, and 

philanthropy. The average elasticity for these five types of public charities is roughly -2.0, 

suggesting that taxes play an important and significant role in precipitating donations to these 

five types of public charities. We do not find evidence that donations to the remaining 19 types 

of public charities are generally responsive to tax incentives (i.e., they have a tax price elasticity 

not statistically different from zero).  

These results have several important policy implications. First, they show that average 

aggregate tax price elasticities, such as those measured using taxpayer-level data, are poor 

predictors of any particular nonprofit’s tax price elasticity, highlighting the need for 

disaggregating results by nonprofit type. Second, they suggest that changes in the price of 

charitable giving will alter the relative amounts of donations received by nonprofits, which will, 

in the absence of direct government intervention, create relative winners and losers. Should the 

value of the charitable contribution deduction be lowered, as the current presidential 

                                                 
6 Although there are 25 different types of public charities, we do not examine religious organizations as they are not 
required to file financial information with the IRS. 
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administration has recommended, our results suggest that donors at the highest tax bracket will 

reduce their charitable giving to the aforementioned five types of public charities by an average 

of roughly 16 percent and reduce their giving to private foundations by roughly 22 percent.  

Due to the nature of our study, a word of caution is appropriate. Our study is the first to 

use charity-level data to estimate tax price elasticities across a broad set of charities. While this 

approach has its merits and some precedent, research using individual taxpayer data is built upon 

hundreds of published studies across four decades, and it is clear that more analysis using 

charity-level data is needed to gain a similar level of substantiation. Perhaps the most significant 

limitation of our study is that we use average marginal tax rates, which vary across states and 

years, but do not vary across nonprofit types. Although we believe these average rates are valid 

proxies for the true underlying nonprofit-specific tax rates faced by donors, readers are 

encouraged to keep this limitation in mind.  

In the following section, we discuss prior literature. In section III we introduce some 

theories of why tax price elasticities might vary across nonprofit organizations. In Section IV we 

discuss our data, while in Section V we present our empirical research design followed by our 

results in section VI. The final section concludes. 

II. PRIOR RESEARCH 

Beginning with Taussig (1967), the majority of prior tax price elasticity research uses 

data from individual income tax returns (see Clotfelter and Steuerle 1981; Clotfelter 1985, 1990; 

Steinberg 1990; Randolph 1995; Auten et al. 2002; and Andreoni 2006 for reviews of this 

literature). These prior studies use a model that regresses individuals’ marginal tax rates on the 

amounts of reported donation deductions, producing an aggregate elasticity estimate for all 

nonprofit types (all types of public charities as well as private foundations).  
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To examine how tax price elasticities vary across different types of nonprofits, a few 

prior studies turned to survey data. Feldstein (1975) examined giving to educational, health, and 

religious organizations, and Reece (1979) examined giving to educational and religious 

organizations. In the most expansive study to date, Brooks (2007) uses survey data to estimate 

tax price elasticities for education, health, and religious charities.7 Ribar and Wilhelm (1995) is 

the only paper to date that uses nonprofit-level data by examining donations from international 

development and relief organizations. Our methodology most closely resembles that used by 

Ribar and Wilhelm (1995). 

These prior studies have some limitations. First, they generally use relatively small 

sample sizes, and all use only a single year of generally very old survey data. Feldstein (1975) 

used 17 observations from 1962, while Reece (1979) used roughly 500 observations from 1972. 

Ribar and Wilhelm (1995), the study most closely resembling ours in method, used eight 

observations from 1990. In the largest and most recent study, Brooks (2007) used approximately 

4,000 observations from the year 2000.  

More importantly, the results of these studies reach no empirical consensus. For religious 

nonprofits, the elasticity estimates range from an inelastic value of -0.49 to an elastic value of     

-1.60. For educational nonprofits, the estimates range from an inelastic value of -0.08 to a highly 

elastic value of -2.23. Finally, for health nonprofits, the estimates range from an inelastic value 

of -0.64 to a highly elastic value of -2.44.  

To summarize what we know from prior research, charitable giving tax price elasticities 

for three of the 25 public charity types are either very inelastic or highly elastic, depending on 

                                                 
7 Some of these prior studies also examined giving to categories such as “other” or “social welfare” nonprofits. 
Because it is not known exactly which of the 25 specific types of nonprofits were included in those groups, results 
for “other” and “social welfare” are less useful for determining how elasticity varies across nonprofit types. 
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the study. No study has provided specific elasticity estimates for the other 22 types of public 

charities or for private foundations.  

In addition to partitioning the nonprofit sector, our study also overcomes several 

empirical difficulties faced by prior individual taxpayer-based studies. First, our data are publicly 

available, while individual taxpayer data is not. Second, our data includes donations from all 

income categories, including the wealthy. Studies using individual tax return data typically 

exclude upper income taxpayers from their analysis over privacy concerns.8 Third, the tendency 

for individuals to overstate their charitable contributions on their tax returns has been shown to 

bias elasticity estimates by as much as 100 percent (Joulfaian and Rider 2004). Our measure for 

donations is taken from the nonprofit organization, which has considerably less incentive to 

overstate the amounts of donations it receives. Fourth, tax returns only include donations from 

individuals who itemize, causing estimated elasticities to be conditional on giving from itemizers 

only. Elasticities estimated using itemizer data are overstated, as the true change in donations 

caused by a change in tax rates is actually lower because of the presence of donations from tax-

insensitive non-itemizers (Robinson 1990; Dunbar and Phillips 1997). Our data includes 

donations from both itemizers and non-itemizers and thus gives a more accurate elasticity 

measure of how total donations would change in response to tax rate changes. 

III. DONATIONS THEORY  

Our ability to document significant tax elasticities at the nonprofit level requires that the 

average donor has a tax incentive to give and that the average donor also considers this tax 

incentive when making donation decisions. Both of these conditions are necessary in order for 

                                                 
8 Researchers using IRS individual income tax data do not have access to actual returns, but rather to return 
transcripts that eliminate all identifying information. The IRS is concerned that upper income taxpayers could be 
identified from the financial data on the transcripts, and thus it excludes upper income taxpayers (typically $200,000 
and above) from the data supplied to researchers. 
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donations to respond to tax incentives. We refer to the first condition as the “tax incentive effect” 

and the second as the “donor preference effect.”  

The tax incentive effect varies across donors and is proportional to the donor’s tax rate 

(which is proportional to the donor’s taxable income). At one end of the continuum are donors 

who do not face any tax incentives for giving, such as donors who do not itemize on their federal 

tax return (the charitable giving deduction is part of the itemized deductions on the federal tax 

return). At the other end of the spectrum are donors facing a strong tax incentive effect, such as 

donors who itemize and fall in the highest tax brackets. Conditional on the donor preference 

effect discussed below, tax price elasticities will be increasing in the tax incentive effect. For 

purposes of our analysis, larger elasticities will exist for those types of nonprofits whose average 

donors face relatively higher tax rates.  

Donors’ motivations for giving also vary. At one end of the continuum are donors who 

are motivated by pure altruism and thus do not consider tax incentives when making donations 

decisions. The idea of a purely altruistic donor originated with Hochman and Rodgers (1969), 

who point out that individuals can be private consumers of a public good if they derive utility 

from the provision of the public good. For example, an altruistic donor gains personal utility 

when a hungry person is fed. An altruistic donor does not care particularly who gives to a 

charity, but is concerned only that a specific charity receives the specific amount necessary to 

achieve its stated charitable purpose (Clotfelter 1985; Andreoni 2006). Since altruistic donors are 

concerned only with how much a charity receives, they are not concerned with the after-tax cost 

of giving, as the charity will receive one dollar for each dollar given regardless of the donor’s tax 

rate. Thus, donations to nonprofits that supply goods preferred by purely altruistic donors will be 

tax-price inelastic.  
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At the other end of the spectrum are donors who give primarily because they receive 

private goods in exchange for their donations. In addition to obvious private goods such as 

naming rights to buildings or newly discovered animal species, research suggests that donors 

also purchase the right to signal their social status or to gain the acceptance of their peers (Glazer 

and Konrad 1996; Blumkin and Sadka 2007).9 Tax prices will affect donors’ propensity to 

purchase these goods via the donations mechanism similarly to how they would affect the 

purchase of any normal good. As the after-tax cost of the good falls, the donor will purchase 

more of the goods (i.e., make a larger donation).10 Thus, donations to nonprofits that supply 

goods preferred by private goods-purchasing donors or that are more likely to offer benefits to 

their donors in exchange for their gifts will be relatively more tax-price elastic.11 

To summarize our theory, nonprofits whose average donor is motivated by pure altruism 

will have zero tax price elasticities, regardless of the donor’s tax incentive. Similarly, nonprofits 

whose average donor faces a zero tax incentive will have zero tax price elasticities, regardless of 

the donor’s motivation for giving. The largest tax price elasticities will exist for nonprofits that 

receive their donations from taxpayers in the upper tax brackets and motivated by the purchase 

of a normal good in exchange for their donations. Ex ante, it is difficult to predict exactly which 

types of nonprofits fall into these categories. 

                                                 
9 As an example, the Scripps Institution of Oceanography will name newly discovered species according to donor 
wishes. The cost of the naming right varies with the species, with a hydrothermal vent worm naming gift costing 
$50,000, while an orange speckled nudibranch naming gift costing only $15,000 (Science Daily, April 9, 2008, 
http://www.sciencedaily.com/releases/2008/04/080409204024.htm).  
10 According to IRS rules, a donor is not permitted a charitable deduction for the value of goods received, although 
in practice there are many exceptions to this general rule.  
11 In between these two extremes are donors motivated by other considerations, such as “warm glow,” or the utility a 
donor receives from the act of giving (Andreoni 2006). Donors motivated by warm glow likely will incorporate 
some of the tax benefits into their donations decisions, but probably not the full amount. 
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IV. DATA 

We focus our analysis on nonprofit organizations exempt under Internal Revenue Code 

(hereafter, IRC) section 501(c)(3) as they are the only type that can receive tax-deductible 

donations. In general, 501(c)(3) organizations are partitioned into public charities and private 

foundations. The primary distinction between them is that private foundations are supported by a 

small group of (frequently related) donors, while public charities are broadly supported by many 

donors (Sansing and Yetman 2006).12 In terms of raw numbers, of the approximately 300,000 

501(c)(3) organizations that report detailed financial information annually to the IRS, roughly 

one-fourth are private foundations and three-fourths are public charities.13 Throughout the study, 

we present and discuss results for private foundations and public charities separately.  

Our data is from the IRS Statistics of Income files, which include a sample of IRC 

501(c)(3) organizations. This database includes information from the organizations’ IRS 990 

forms, which are publicly available information returns. The IRS provides this information to the 

National Center for Charitable Statistics, which makes the data available in computer readable 

form for a nominal fee (www.nccs.org). Although roughly 300,000 501(c)(3) organizations file 

990s with the IRS each year, the public use sample includes 12,000 to 20,000 of those 

organizations annually.14  

                                                 
12 A complex set of rules determines whether a nonprofit is a public charity or a foundation. Private foundations are 
required to pay out at least five percent of their assets annually, while public charities have no such requirement. 
Therefore, most, if not all, nonprofits would rather be classified as public charities instead of private foundations. 
Interested readers are directed to IRC sections 501(c) and 509(a). 
13 There are roughly 1.5 million registered tax-exempt organizations across 27 types of 501(c) classifications. 
501(c)(3) organizations make up 1.1 million of these and account for the bulk of economic activity of all tax-exempt 
organizations. Of the roughly 1.1 million registered 501(c)(3) organizations, only about 300,000 must supply 
detailed financial information to the IRS annually. The remaining organizations are exempted from filing because 
they are inactive, small, or religiously affiliated.  
14 Because samples are not costless to prepare, the IRS limits its public use samples to portions of the population. 
Due to size-weighted sampling (i.e., the inclusion of all large organizations, defined as total assets greater than $25 
million, plus a stratified random sample of smaller organizations), the public use sample of IRS 990s includes 
roughly 80 percent of all public charity and foundation assets and revenues in any given year. 



 10 

The public charity database contains 229,588 observations from 1991 to 2007. We start 

with 1991 as it is the first year of any tax rate change after the Tax Reform Act of 1986 

(TRA86). Because TRA86 involved an historical reduction in tax rates (from 50 percent in 1986 

to 28 percent in 1987) it is likely that donors rationally pulled forward expected future donations 

into 1986, causing donations in periods shortly after 1986 to be less responsive to tax incentives. 

By limiting the analysis to 1991 and forward, we hope to reduce the effect of TRA86 on our 

analysis (although we test the robustness of our results to the inclusion of years before 1991).  

We remove observations for various reasons. First, we exclude 75,266 observations that 

received less than $10,000 of donations, the majority of which (i.e, 69,343) reported receiving 

zero donations. Next, we remove 3,305 observations that represent combined returns. Some large 

national charities with local affiliates choose to file a single combined IRS 990 return, in which 

case all donations are reported by the headquarters (which is in a single state), yet the donations 

are from individuals scattered all over the country. By removing all combined returns, we 

remove a potentially large effect of across-state donations, which is important as our primary tax 

price measure varies across states. Finally, we remove 22,224 observations with missing 

regression variables, primarily due to missing one-year lagged variables, leaving us with a final 

analysis sample of 128,793 observations across the years 1991 to 2007. 

The private foundation data contains 107,645 observations from 1994 to 2007 (the IRS 

did not collect private foundation data prior to 1994). We remove 20,456 observations with  

missing regression variables, primarily due to missing one-year lagged variables, leaving us with 

a final analysis sample of 87,189 observations across the years 1994 to 2007.15 

                                                 
15 While we exclude public charities with zero or small amounts of private donations, as many public charities make 
no effort to receive private donations or are of a type that reasonably would not attract private donations (such as a 
laboratory affiliated with a medical clinic), we do not exclude private foundations with zero or small amounts of 
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V. RESEARCH DESIGN 

Empirical Models 

To estimate the effect of income taxes on donations to public charities, we follow a 

model that has been used by many studies in accounting, public finance, and economics (see 

Okten and Weisbrod 2000 and Tinkelman 2004 for a discussion of this model). We modify that 

model to include a tax price variable (the central variable in our study), as well as a few 

additional macroeconomic controls. To estimate the effects of income taxes on donations, we 

estimate Model 1 for public charities: 

Public Donationsit = α + β1 Tax Priceit + β2 State Personal Incomeit  

+ β3 State Poverty Levelit + β4 Stock Index Returnt + β5 Price of Givingit-1  

+ β6 Fundraisingit-1 + β7 Ageit + β8 Ageit * Fundraisingit-1 + β9 Feeder Donationsit  

+ β10 Government Grantsit + β11 Program Revenuesit + β12 Total Assetsit  

+ ∑δj Charity Type Indicators + εit.                     (1) 

 To estimate the effect of income taxes on donations to private foundations, we follow a 

different model since donations to private foundations have been shown to respond to a 

somewhat different set of variables than do public charities (Sansing and Yetman 2006). To 

estimate the effects of income taxes on donations, we estimate Model 2 for private foundations: 

Donationsit = α + β1 Tax Priceit + β2 State Personal Incomeit + β3 State Poverty Levelit  

+ β4 Stock Index Returnt + β5 Ageit + β6 Liquidityit  

+ β7 Qualified Distributions to Distributable Amountit + β8 Payroll Indicatorit  

+ β9 Total Assetsit + εit.                                 (2) 

 

                                                                                                                                                             
donations, as all private foundations have received private donations at some point and presumably would continue 
to receive additional donations at the founder’s discretion.  
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For both models, all variables are logged (with one added to zero values prior to logging). 

The log-log model embodies several assumptions about the relationship between donations and 

tax rates, and in particular assumes constant elasticity (see Andreoni 2006, 1235, for a discussion 

of the implications of using log-log models to estimate tax price elasticities). We use the log-log 

model so that our results can be compared with those of prior research. 

Dependent Variables 

The dependent variable in Model 1 is Public Donations, which is cash plus the fair 

market value of non-cash donations received from direct public sources including individuals, 

corporations, foundations, and decedents’ bequests (line 1a from the IRS form 990). The 

dependent variable in Model 2 is Donations, which include cash plus the fair market value of 

non-cash items (from the IRS form 990-PF) and are typically from the foundation’s founder. 

Independent Variables 

Tax Price 

Tax Price is equal to (1-τ), where τ is the tax rate benefit of a marginal charitable 

donation. Since our variables are expressed in log form, β1 measures the tax price elasticity of 

charitable giving. We identify tax rates at the nonprofit level by relying on variation in federal 

and state tax rates across time, as well as variation in tax rates across states. Our first Tax Price 

measure is NBER Tax Price, which is measured with a composite average marginal federal and 

state tax rate that varies across time and across states but is the same for all nonprofits in a given 

state in a given year. These rates were calculated specifically for this study by the National 

Bureau of Economic Research (NBER), represent the average marginal tax benefit for a  

charitable contribution based on a nationally representative sample, and function as a proxy for 
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the true, unobservable average contribution tax benefit received by the nonprofit’s donors.16  

Table 1 shows our combined federal and state tax rate over time, which has an average of 

approximately 26 percent. Given that the average state rate in this NBER rate is three to four 

percent, the average federal tax rate is approximately 22 to 23 percent. This tax rate would apply 

to a married-filing-joint taxpayer with a taxable income of roughly $55,000 in 1997 (about the 

midpoint of our data), which is near the national 1997 median (by NBER design).  

Feenberg (1987) directly tested the usefulness of average marginal rates similar to ours 

by regressing them on donations taken from individual income tax returns and found an 

aggregate tax price elasticity not different from the one estimated using individual-level tax rates. 

Feenberg (1987) concludes that average marginal rates are empirically reliable proxies of 

individual taxpayer tax rates for tax price elasticity studies, even if used for a broad cross section 

of taxpayers in all tax brackets. These average marginal state and federal tax rates frequently are 

used for tax research, including the previously discussed research of Ribar and Wilhelm (1995), 

who used them to estimate tax price elasticities much as we do. Other studies have used average 

marginal rates to examine capital gains taxes (Burman and Randolph 1994; Bogart and Gentry  

1995; Mariger 1995), estate and gift taxes (Bakija et al. 2003; Joulfaian 2005; Brunetti 2005) and 

health insurance deductions (Gruber and Poterba 1994; Selden 2009).17  

 
                                                 
16 To calculate these rates, NBER researchers applied a nationally representative sample (from 1995) of individual 
tax returns, calculating the samples’ average marginal federal and state tax benefit for a charitable contribution on a 
state-by-state and year-by-year basis as if the individuals in the original sample had lived in each state in each year. 
This method removes variations in income across time or across states and thus restricts the variation in calculated 
marginal tax rates to differences in tax laws across time and/or states. See Feenberg (1987) and Feenberg and Coutts 
(1993) for more discussion of these tax rates. The rates used to construct NBER Tax Price can be found at 
http://www.nber.org/~taxsim/marginal-tax-rates/. The specific file we use is at95n.csv, and the specific column is 
“Cash Gift”.  
17 These studies use average marginal rates to overcome the tax rate identification problem. Because income levels 
and marginal tax rates affect giving, but marginal tax rates are almost completely determined by income level, it is 
difficult to attribute estimated tax price coefficients to true tax price effects. This issue transcends normal 
multicollinearity in which two variables are highly correlated. Instead, the issue is one of identification as income 
levels determine tax rates. 
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One limitation in using these average marginal rates to estimate elasticities by nonprofit 

type is that they reflect the average marginal tax benefit for a charitable contribution across all 

nonprofits in a given state and year, and not necessarily for a specific type of nonprofit. The fact 

that these average marginal rates do not vary across different types of nonprofits could be a 

concern if donors with different average marginal tax rates favor different types of nonprofits. 

The average marginal tax benefit is very highly correlated with income, and some survey 

evidence suggests that donors at different income levels favor certain types of nonprofits 

(Sherlock and Gravelle 2009). The salient question then becomes: Whose tax rates are we 

capturing? In essence our tax rates are proxies for the true unobservable tax rates faced by 

donors. To the extent that variations in donor’s tax rates across different types of nonprofits are 

highly correlated over time, our tax rates should function as a reasonable proxy for any donor to 

any nonprofit. Indeed we do find that top marginal tax rates at various taxable income categories 

are highly correlated through time.18 Nonetheless, we do proceed to highlight exactly which 

income group is more highly reflected in our average marginal tax rate. 

As discussed above, our NBER tax rate represents a group of taxpayers with average 

taxable income near the national median of approximately $55,000 in 1997. Although a taxable 

income of $55,000 is near the median of all individual income tax returns filed in the U.S. in 

1997, it is not near the median of the average donor. IRS statistics of income data for 1997 reveal 

that donors with a taxable income of $55,000 gave only 23 percent of all donations, while those 

with taxable incomes above $55,000 gave the remaining 77 percent of total donations.19 Thus, 

our NBER tax rate would appear to be more representative of lower quartile income donors 

(even though it lies near the median taxable income). 

                                                 
18 Over our sample period, the marginal tax rate faced by a married filing joint taxpayer with income of $50,000 is 
84 percent correlated with a taxpayer making $100,000, and 68 percent correlated with a taxpayer making $300,000. 
19 See file 97in21-XLS found at http://www.irs.gov/taxstats/indtaxstats/article/0,,id=96981,00.html. 
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To examine the robustness of our results to upper income donors, we use an additional 

tax price variable based on federal tax rate schedules across time. This new tax rate variable, 

$200K Federal Tax Price, is the marginal federal tax rate faced by a hypothetical married-filing-

joint taxpayer with taxable income of $200,000 in all years. We chose $200,000 as donors with 

taxable income at or above this amount provide roughly 75 percent of all donations. In this way, 

our two tax metrics capture donors at the 25th and 75th income level percentiles of donors. $200K 

Federal Tax Price rate varies across time, but is the same for all nonprofits in a given year.20 As 

discussed later in our robustness tests, an additional advantage of using a federal-only tax rate is 

that it can control for donations that cross state lines when the donor resides in one state yet gives 

to a nonprofit in another state.  

Control Variables for Income and Wealth Effects 

State Personal Income is equal to the total annual personal income in a state and State 

Poverty Level is the percentage of state residents whose income is below the federal poverty 

level; both are based on information from the Bureau of Economic Analysis. Stock Index Return 

is the nominal annual return on the Standard and Poor’s 500 stock index.  

Control Variables for Public Charity Giving 

Price of Giving is equal to public donations divided by the difference between public 

donations and fundraising expenses and represents the reported efficiency of raising a dollar of 

donations (Weisbrod and Dominguez 1986; Posnett and Sandler 1989; Okten and Weisbrod 

2000; Tinkelman 2004). Donors have been shown to give more donations to nonprofits with 

lower prices. Fundraising is the reported dollar amount of fundraising expenses on the IRS form 

990 and controls for fundraising effort. Age is the age of the nonprofit in years as reported by the 

                                                 
20 We do not index the $200,000 across years, but rather hold constant $200,000 in all years. This enables us to 
isolate the effects to tax rates themselves and not changes in income caused by inflation. 
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IRS and is intended to proxy for reputation capital. Total Assets controls for size. With the 

exception of Age, which is collected from IRS form 1023, the control variables for public charity 

giving are all from the IRS form 990. 

Control Variables for Private Donations Crowding Out 

As discussed in our theory section, a donor motivated by altruism does not care where a 

donation comes from, only that a specific nonprofit receives a specific amount of total donations. 

In a strict interpretation of altruism, every dollar of other revenues will crowd out private 

donations dollar for dollar, and thus it is important to control for other sources of revenues (Warr 

1982; 1983). Feeder Donations is the dollar amount of donations from fundraising organizations, 

such as the United Way, as reported on the 990. Government Grants is the dollar amount of 

grants received from federal or state agencies. Program Revenues is the dollar amount of fees 

received from the sales of products and services such as tuition and entrance fees. These three 

additional revenue sources account for over 80 percent of total nonprofit revenues other than 

private donations (our dependent variable) in our sample. All of the crowding out control 

variables are from the IRS form 990. 

Control Variables for Private Foundation Giving 

The remaining control variables in Model 2 are from Sansing and Yetman (2006). Age is 

the foundation age in years. Younger foundations tend to receive larger and more frequent 

donations. Liquidity is the amount of cash and near-cash equivalents. A foundation lacking 

sufficient cash to meet its five percent payout requirement could find itself without available 

cash with which to make its year-end payouts and is more likely to ask is benefactors for 

additional contributions. Qualified Distributions to Distributable Amount measures a 
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foundation’s payout relative to its legally required minimum.21 Finally, we include Payroll 

Indicator, which is equal to one if the foundation incurred any employee expenses as reported on 

the IRS form 990, because foundations that are more actively managed tend to receive larger and 

more frequent donations. With the exception of Age, which is collected from IRS form 1023, the 

control variables for private foundation giving are all from the IRS form 990-PF. 

We deflate several of our variables by the Consumer Price Index starting with 1985, 

namely Public Donations, Donations, State Personal Income, Fundraising, Feeder Donations, 

Government Grants, Program Revenues, and Total Assets. Model 1 contains charity type 

indicator variables, as defined by the IRS. Finally, standard errors are clustered at the 

organization level to mitigate the effects of repeated observations.  

VI. Results 

Distributional Statistics  

Table 1 reports the number of observations and the average of Public Donations and the 

two Tax Price variables by year, while Tables 2 and 3 contain the distributional statistics for our 

variables (unlogged) for our samples of public charities and private foundations respectively. 

The average rate used to calculate NBER Tax Price is 26 percent, while the average for $200K 

Federal Tax Price is a larger 34 percent. By design, the tax rates used to calcualte $200K 

Federal Tax Price are larger than the rates used to calculate NBER Tax Price. The difference 

between these two tax rates is actually even larger as the NBER rate includes an average state 

rate of three to four percent. It is clear that NBER Tax Price has a larger year-to-year variation 

than does $200K Federal Tax Price, owing to the methods used by the NBER (the two tax prices 

                                                 
21 Foundations are required to pay out (either to charities or as valid operating expenses) five percent of their net 
investment assets each year. The required payout, known as the distributable amount, actually is based on the prior 
year’s assets. Sansing and Yetman (2006) find that most foundations pay out the minimum required amount 
resulting in a ratio of qualified distributions to distributable amounts at or near 1.0. 
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are 34 percent correlated). Across our sample of public charities, the average amount of private 

donations is approximately $3.32 million, with a median of $0.50 million. For presentation 

purposes we report the marginal benefit of a charitable deduction as a percentage, while in the 

empirical analysis we use a price measure that is the log of 1-τ.  

Table 3 presents the distributional statistics for our sample of private foundations. 

Observations in the sample receive an average of $0.77 million in donations, with a median of 

$0. The average ratio of qualified distributions to the distributable amount is roughly 2.46, but 

the median of 1.04 is very near the required cutoff of 1.0. Some foundations appear to pay out 

less than is required (i.e., the lower quartile is slightly less than 1.0), but due to carryover 

provisions, most of these foundations still can be in accordance with their payout requirements. 

The average foundation has $3.0 million in assets. 

Aggregate Regression Results 

Table 4 presents the results for the aggregated samples of public charities, while Table 5 

presents the results for private foundations. Table 4 reports an aggregate elasticity for public 

charities of -0.8, which is statistically different from zero, but not statistically different from -1.0 

at the five percent level. With respect to using $200K Federal Tax Price, we find a tax price 

elasticity of -0.98, which is not statistically different from -1.0 or from the coefficient on our 

NBER tax rate of -0.8.  

With respect to the income and wealth measures, charitable donations are increasing in 

state personal income and state poverty. Consistent with prior studies, we find a negative 

coefficient on the price of giving, suggesting that donors reward nonprofits that are efficient with 

respect to fundraising costs with additional donations (Okten and Weisbrod 2000; Tinkelman 

2004). 
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Table 5 reports an aggregate NBER Tax Price elasticity for public foundations of -1.99, 

which is not statistically different from -2.0 at the five percent level. This result suggests that 

foundation donors appear to respond very strongly to tax incentives. This is not surprising as 

most foundation donors infrequently fund their foundations with large lump sum amounts rather 

than giving every year (Giving USA 2007). Because of the large amounts and the infrequent 

nature of the gifts, it is reasonable to expect that foundation donors would be especially 

responsive to tax incentives. When using $200K Federal Tax Price, our results show an elasticity 

of -3.08, which is larger than the coefficient for the NBER tax rate. This could be because 

foundation donors tend to be in upper income brackets and thus are more tax responsive, or that 

$200K Federal Tax Price is a more accurate measure of foundation donors’ average tax rates. 

Younger and more liquid foundations receive more in donations from their benefactors. 

Younger foundations are more likely still to be in their growth and/or funding phase. 

Foundations that receive more donations make larger distributions than legally required. This 

could be due to the enhanced oversight provided by still living founders. Finally, foundations 

that have paid managers receive more in donations. 

Regressions Results by Nonprofit Type 

 Table 6 presents the results of our analyses by nonprofit type, as defined by the IRS 

National Taxonomy of Exempt Entities classification system as shown in Appendix A.22 

Although we estimate the complete version of Model 1 (without Charity Type Indicators), we 

report only the number of observations, coefficient estimates, and standard errors for the tax 

price variables.  

                                                 
22 Other academic and governmental publications frequently aggregate several of these 25 types into groupings 
according to the needs of each publication. We choose to present our results at this disaggregated level so as not to 
obfuscate any particular finding. One of the primary benefits of our analysis is that we can disaggregate our results 
into these very specific categories.  
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We find that elasticities for five of the 24 types of public charities (i.e., arts and culture, 

private education, environmental protection, animal welfare, and philanthropy) are statistically 

different from zero.23 The point elasticity estimates for arts and culture and private education are 

not different from -1.0, while those for environmental protection, animal welfare, and 

philanthropy are not different from -2.0. Results using $200K Federal Tax Price are consistent 

with those using NBER Tax Price with two exceptions. First, we find an elasticity of -1.2 for 

primary health care organizations using NBER Tax Price, but this result is not robust to using 

$200K Federal Tax Price. Second, we find a statistically significant elasticity for human services 

organizations using $200K Federal Tax Price, although this result is not robust to using NBER 

Tax Price. It is not clear why these two results are not consistent across our tax price measures. 

Given the consistency of the other results across the two tax price measures, we do consider 

these two inconsistent results to be robust. 

In comparing our results to prior research, we find that our elasticity estimate of -1.1 for 

private education nonprofits is less than half of Feldstein’s (1975) estimate of -2.23, larger than 

the -0.08 found by Reece (1979) and very close to the -1.18 found by Brooks (2007). Our 

insignificant health care estimate stands in contrast to Feldstein (1975) who found an estimate of 

-2.44, while Brooks (2007) finds relative inelasticity, with an estimate of -0.64.  

These results suggest that taxes have a large effect on charitable giving to some types of 

nonprofits while having no effect at all on other types. In terms of economic magnitude, our 

results suggest that changes in tax law that affect the tax rate of charitable deductions can have 

large effects on the amounts of donations received by this group of five types of public charities, 

                                                 
23 While these results might seem to suggest that most donations are tax price inelastic, it is not the case. The six 
types of nonprofits for which we find significant elasticities (arts and culture, private education, environmental 
protection, animal welfare, philanthropy, and private foundations) account for roughly 70 percent of the total 
donations in our sample. 
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as well as private foundations. Should the value of the charitable contribution deduction be 

limited to 28 percent, as the current administration has suggested, our results suggest that donors 

at the highest tax bracket will reduce their charitable giving to these five types of public charities 

and to private foundations by roughly 16 percent.24 This figure is significant as individuals in the 

highest tax bracket give roughly 30 percent of all donations (Giving USA 2007). We estimate that 

donations to private foundations would fall by approximately 22 percent. 

These results can shed some light on our prior theoretical development. Donors to arts 

and culture, private education, environmental protection, animal welfare, and philanthropy 

charities, as well as to private foundations appear to be very responsive to tax incentives and also 

appear not to be motivated by pure altruism. This characterization appears to be quite plausible 

given the pattern of our results and some survey evidence on the allocation of donations across 

some types of nonprofits by income group (Sherlock and Gravelle 2009). Arts and culture and 

private education organizations both receive over 90 percent of their donations from taxpayers 

with at least $100,000 of income, suggesting that the donor income effect is strong. In addition, 

many of these six types provide tangible benefits to donors, such as better seating at events, 

enhanced social status, or naming rights consistent with a motivation that is not pure altruism.  

With respect to the 19 types of public charities for which we fail to find statistically 

significant tax price elasticities, one plausible explanation is that the average donor to this group 

of public charities is a lower income donor, who has a weak donor income effect. However, 

evidence suggests that this does not appear to be the case. Donors with income of at least 

$100,000 gave 59 percent of total donations received by public charities that cater to the poor, 

                                                 
24 The administration’s proposal is to limit the value of the charitable contribution deduction to a maximum of 28 
percent, even if the taxpayer’s marginal tax rate exceeds that amount. Currently, the maximum marginal tax rate is 
35 percent, and thus the administration’s proposal effectively increases the federal tax price from 0.65 to 0.72. If we 
multiply this 10.7 percent increase in tax price by a weighted (by donations) average elasticity estimate of roughly -
1.53, we get an expected reduction in donations from taxpayers at the maximum tax rate of roughly 16 percent.  
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and over 50 percent of the total donations received by basic needs public charities (Sherlock and 

Gravelle 2009, Table 15). Given that the bulk of the 19 inelastic public charities would fall into 

one of those two categories (either “cater to the poor” or “basic needs”), there appears to be an 

economically significant amount of donations from upper income donors given to many of these 

19 types such that a regression model could capture the effects of upper income donors. This 

leads us to believe that our null results are not being caused by variation in average donor 

income levels. 

Our results are consistent with variation in donor’s motivations. Recall that a purely 

altruistic donor will ignore the tax benefits of a gift, producing a zero elasticity, while gifts from 

donors motivated by the purchase of a normal good will be relatively more tax price elastic. This 

explanation seems at least partially plausible as many, if not most, of these 19 types of public 

charities offer goods and services that assist people in need, while at the same time not being 

known for private donor benefits  (such as better seats, social status, or naming rights). If a donor 

truly is motivated by seeing others better off (rather than purchasing a normal good) or is 

motivated by the good feeling one gets from the act of giving, then giving to public charities that 

provide basic needs to people in need would be more likely to be motivated by altruism, in which 

case one would expect to find smaller tax price elasticities.25 

Robustness  
 
Across-State Donations 

NBER Tax Price assigns tax rates based upon the state where the nonprofit is located, 

implicitly assuming that all donations to that nonprofit come from residents of the same state. 

However, donations often cross state lines, with donors who live in one state giving to nonprofits 

                                                 
25 Another alternative explanation is that our tax price variables are measured with error, and that this error varies 
across nonprofit types. 
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in other states, introducing measurement error into NBER Tax Price. One way to easily control 

for this effect is to exclude observations that file a single combined national IRS 990 in which a 

single parent nonprofit, in a single state, receives donations from all across the country. Recall 

that we use this procedure in our primary analysis by removing 3,305 combined returns from our 

primary analyses. A second way to address this problem econometrically is to use a federal-only 

tax rate, which does not vary across states and is thus free of across-state contamination, and this 

is an additional reason that we include the $200,000 taxable income based price measure. Given 

that our results are fairly consistent across both tax price measures, it does not appear that across-

state donations are adversely influencing our results.26  

Tax Reform Act of 1986 

 As discussed in our data section, we start our sample period in 1991, which is the first 

year of a tax rate change after the 1986 tax act. To ensure that our results are not driven by this 

choice, we replicate our results in the first column of Table 7 and include five additional years of 

data (1986 to 1990), with little change in the results. As shown in Table 7, the coefficient for 

NBER Tax Price is -0.84, which is not statistically different from our primary result (i.e., -0.8). 

Effects of Fiscal versus Calendar Year End 

 Many charities have a non-calendar year-end, making it possible that our dependent 

variable captures donations in one year, while our tax rate is measured in a different year. To 

control for this we estimate Model 1 using observations with only calendar year-ends. This 

limitation reduces the sample size from 128,793 to 42,741. Table 7 reports the coefficient for 

NBER Tax Price is -0.83, which is not statistically different from our primary result (i.e., -0.8). 

                                                 
26 We conducted other sensitivity tests for cross-state donations such as examining tax rate changes in neighboring 
states relative to the state of location. None of those other tests suggested that cross-state donations are driving our 
results. 
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Time Period Shocks to Giving 
 
 Catastrophic events are known to affect charitable giving, and if those events also are 

correlated with tax rate changes over time, they could influence our results. As a robustness test 

we include the variable Catastrophic Event, which is equal to one if there was a significant 

catastrophic event in that year, and zero otherwise. We define a “catastrophic event” as one that 

occurred on U.S. soil with at least 100 fatalities and one billion dollars in damages. Using these 

criteria, we used the Federal Emergency Management Agency website and identified five 

“catastrophic events” in our sample period of 1991 to 2007, which include the 1993 East Coast 

“Storm of the Century,” the 2001 attack on the World Trade Center buildings, and hurricanes 

Ivan (2004), Rita (2005), and Katrina (2005).27 Results that include this new variable are in the 

third column of Table 7, which show a coefficient for NBER Tax Price of -0.70, which is not 

statistically different from our primary result (i.e., -0.8). 

Non-Itemizers 

 Our average marginal tax rates apply one tax rate to all taxpayers in a particular state, 

although some states have larger proportions of taxpayers who itemize and thus plausibly receive 

tax benefits for their donations. To control for this variation, we use IRS data to create Percent 

Itemizers, which is equal to the percentage of tax returns in each state for each year that included 

itemized deductions.28 Results that include this new variable are in the third column of Table 7, 

which show a coefficient for NBER Tax Price of -0.70, which is not statistically different from 

our primary result (i.e., -0.8). 

 

                                                 
27 The website can be found at http://www.fema.gov/news/disaster_totals_annual.fema. 
28 Using IRS SOI data from the IRS website, we created a variable equal to the percentage of tax returns in each 
state for each year that included itemized deductions. Unfortunately the IRS only has this data going back to 1996, 
so we used the 1996 distribution across states for the years 1995 and back. As it turns out, this variable is highly 
consistent across years so using 1996 to represent 1995 to 1991 should not be problematic. 
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Nonprofit-Level and State-Level Fixed Effects 

 As with any empirical study such as ours, there is always the possibility of omitted 

correlated variables biasing the results. Although we attempt to identify relevant control 

variables that could be correlated with our tax prices, there remains the possibility that our 

models omit important variables. One method to address this issue is to use a nonprofit-level 

fixed effects analysis, which removes the effects of omitted variables that do not change over the 

sample period. We report results for a nonprofit-level fixed effects model in the fourth column of 

Table 7. The coefficient for NBER Tax Price is -0.47, which is smaller than our primary result 

(i.e., -0.8). The smaller fixed effects coefficient is due to a reduction of the cross-state variation 

captured in NBER Tax Price (due to the inclusion of nonprofit-level fixed effects). 

 In the fifth and final tabulated robustness test found in the last column of Table 7, we use 

$200K Federal Tax Price and include state-level indicator variables to control for state-level 

effects. We do not use NBER Tax Price for this robustness test as state-level indicators will 

reduce the effect of across-state variation in this measure, making it difficult to compare to the 

primary result. Our federal-only tax rate does not vary by state, and thus results from this 

robustness test can be compared to the baseline results from Table 4. Results in Table 7 report a 

$200K Federal Tax Price coefficient of -0.89, which is not statistically different than our 

primary result for $200K Federal Tax Price of -0.98.  

Other Donations 

 In addition to donations from taxable individuals, our dependent variable also includes 

donations from non-taxable individuals (e.g., non-itemizers), taxable corporations, foundations, 

and charitable bequests. As previously discussed, we consider the presence of donations from 

non-taxable foundations and non-itemizing taxpayers to be an advantage to our study as it 
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permits us to estimate the true amount by which donations would rise or fall in response to tax 

rate changes by including both including effects of both tax sensitive and tax insensitive donors. 

Also, as previously discussed, we do include the percent of itemizers in a state as a control 

variable, and our results are robust. 

Donations received from corporations and bequests remain an issue as they can be tax 

motivated, and their tax rates are not the same as those faced by individuals. Corporate donations 

are comparatively small, accounting for only 7.8 percent of all giving (Giving USA 2007). Of the 

7.8 percent, roughly one-half is given to public charities, while the other one-half is given to the 

corporations’ own foundations. Thus, less than 4 percent of total giving to public charities comes 

directly from corporations. Although we cannot rule out the possibility that this small amount of 

corporate donations is affecting our results, any such effect should be relatively small.  

 Bequests comprise only eight percent of total donations made in any given year and 

bequest tax rates have varied little across our sample period, suggesting that bequests should not 

have a large effect on our results. To calibrate the possible effects of bequest taxes on our results, 

we re-estimate our primary model limiting the data to the periods 1991 to 2001. During this 11-

year span neither estate tax rates nor the exemption amount that would apply to a taxable estate 

changed. We find a tax price coefficient of -0.76 (untabulated), which is statistically different (at 

the five percent level) from zero and not different from -1.0 or from -0.8 (from our primary 

analysis), suggesting that estate taxes are not having a significant effect on our results. 

Non-Cash Contributions 

Many donations are in the form of appreciated non-cash assets. The tax price for an 

appreciated gift is equal to 1 – τo – Ø τc, where τo is the ordinary tax rate, τc is the capital gains 

tax rate, and is Ø is the gain-to-value ratio, or the percent of appreciation the asset has 
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experienced while in the hands of the donor. In essence, the avoidance of capital taxes on 

untaxed appreciation provides an additional incentive for giving (effectively lowering the tax 

price of giving even further). As noted by Andreoni (2006), Ø is rarely observed and thus, as 

with most tax price research before ours, we have no way of knowing how gifts of appreciated 

assets could be influencing the results.29 

Partitions Across Amounts of Donations Received 

 As a final untabulated robustness test, we partition our results across donation quartiles. 

Unreported results reveal that elasticity estimates are statistically significant in all quartiles, but 

are smaller in the smaller donation quartiles and largest in the largest donation quartile.  

VII. Conclusions 

The charitable sector plays an important role in society, and donations are an important 

source of revenues for charities. Our study examines how taxes affect the amounts of donations 

received by nonprofits, and in particular how the sensitivity of donations to taxes varies across 

different types of nonprofits. In the aggregate, we find a charitable giving elasticity of -0.8, 

which is not different than -1.0, suggesting that the charitable contribution deduction costs 

precipitate roughly enough additional charitable giving to offset the cost of forgone tax revenues. 

We find significant differences in the response of donations to taxes across different types of 

nonprofits, ranging from insignificantly different from zero, for 19 types of public charities, to    

-1.0 or larger for six types of nonprofits including private foundations and private education, arts 

and culture, environmental, animal related, and philanthropy charities.  

                                                 
29 We also tested for gifts of significantly depreciated assets, such as old clothes, by removing nonprofit types and 
organizations that are the most likely to receive these types of contributions, which includes all nonprofits 
designated as “thrift shops,” as well as all Goodwill Industries. There is very little economic effect, and no statistical 
effect, on our results. 
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These results suggest that changes to tax laws that affect the price of giving likely would, 

in the absence of direct government intervention, lead to a reallocation of relative donations 

across different types of charities, creating relative winners and losers. Our results suggest that if 

the value of the charitable contribution deduction were limited to 28 percent, as the current 

administration has suggested, donors at the highest tax bracket will reduce their charitable giving 

to some types of public charities by roughly 16 percent and to private foundations by roughly 22 

percent, while not significantly reducing giving to many other types of public charities.  

An important limitation of our study is that our tax rate measures are not calculated at the 

nonprofit level, but rather are average marginal rates that vary across time and across states. 

Although we believe that our rates are suitable proxies for the underlying true donor marginal 

rates, they are nonetheless an average that no doubt introduces measurement error of an 

unknown extent into our analysis. 

Finally, a word of caution is merited. Our study is among the first to estimate tax price 

elasticities using charity-level data, and the first to examine a wide range of nonprofit types. 

Although we have attempted to be as careful and complete as possible, our study is not founded 

on the same 43 years and hundreds of studies that support individual taxpayer-based studies. 

Thus our results should be taken for what they are, an early attempt at estimating tax price 

elasticities using a relatively novel approach, but one that we feel merits consideration and 

additional research.  
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Appendix A 
Public Charity Types 

____________________________________________________________________________________________ 
 

NTEE Type Description Example 

A Arts and culture Denver Lyric Opera Guild 
B Private education Marietta College 
C Environmental protection  Friends of Lost River 
D Animal welfare The Toledo Zoological Society 
E Primary health care Canton-Potsdam Hospital 
F Mental health care Haven of Schenectady 
G Disease prevention  Southern California Lions Eye Institute 
H Medical research Los Angeles Biomedical Research Institute 
I Crime prevention Florida Sheriffs Youth Ranches 
J Employment Goodwill Industries of Kyowva Area 
K Food and nutrition Hoosier Hills Food Bank 
L Housing and shelter Honolulu Habitat for Humanity 
M Public safety / disaster relief Mineral Wells Volunteer Fire Department 
N Sports and recreation Maricopa Little League 
O Youth development Boys and Girls Club of Petaluma 
P Human services Henderson County Help Center 
Q Foreign affairs American Scandinavian Foundation 
R Civil rights Astraea Lesbian Foundation for Justice 
S Community development Southern Dallas Development Corporation 
T Philanthropy  City of Grosse Pointe Foundation 
U Technology and science Pittsburgh Life Sciences Greenhouse 
V Social science research National Bureau of Economic Research 
W Public benefit Telluride Gondola Transit Company 
X Religion Augusta Radio Fellowship Institute 
Y Membership Grand Chapter of Pennsylvania Order of the Eastern Star 

 
Notes: The IRS has established the National Taxonomy of Exempt Entities (NTEE), which comprises 25 single-digit 
specific types (denoted by the letters A through Y).  
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Table 1 
Average Tax Rates and Donations Across Time 

Public Charities 
_____________________________________________________________________________________________ 

 

Year Observations 
Public 

Donations 
NBER Tax 

Price 

$200K 
Federal 

Tax Price  
1991 5,863 2,414 0.241 0.310 
1992 6,155 2,393 0.243 0.310 
1993 6,415 2,420 0.258 0.360 
1994 6,145 2,546 0.263 0.360 
1995 6,369 2,803 0.265 0.360 
1996 6,915 2,919 0.270 0.360 
1997 5,802 3,647 0.269 0.360 
1998 7,646 3,262 0.271 0.360 
1999 7,941 3,548 0.276 0.360 
2000 8,459 3,564 0.278 0.360 
2001 9,236 3,286 0.275 0.355 
2002 9,618 2,985 0.270 0.350 
2003 7,833 3,696 0.241 0.330 
2004 8,136 3,856 0.248 0.330 
2005 8,547 4,216 0.252 0.330 
2006 9,977 3,802 0.253 0.330 
2007 8,736 4,017 0.253 0.330 

 
Notes: The sample includes 128,793 observations from the 1991 to 2007 IRS Statistics of Income Charity files. 
Public Donations is the fair market value ($ thousands) of cash and non-cash donations received from public 
sources, which includes individuals, corporations, foundations, and estates (deflated by the Consumer Price Index 
starting with 1985). Tax Price measures are equal to 1-τ, where τ is a specific tax rate: NBER Tax Price measures τ 
as an average marginal combined federal and state individual tax rate. The NBER tax rate represents the value of a 
marginal dollar of a charitable contributions as calculated using the TAXSIM model on a nationally representative 
sample of individual tax returns from 1995 for each year and state, which allows for comparisons between laws 
without confusing changes in income and deductions with changes in the law. See Feenberg and Coutts (1993) as 
well as (http://www.nber.org/taxsim) for additional information on these tax rates. $200K Federal Tax Price 
measures τ with a calculated marginal federal-only individual tax rate on a hypothetical married-filing-joint taxpayer 
with $200K constant taxable income. 
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Table 2 

Distributional Statistics  
Public Charities 

_____________________________________________________________________________________________ 
 

Variable Mean Lower 
Quartile Median Upper 

Quartile 
Standard 
Deviation 

Public Donations 3,316 105 497 2,017 15,047 
NBER Tax Price 0.26 0.23 0.26 0.29 0.03 
$200K Federal Tax Price 0.34 0.33 0.35 0.36 0.02 
State Personal Income 201 83 149 270 171 
State Poverty Level 0.13 0.10 0.12 0.14 0.03 
Stock Index Return 0.11 0.01 0.11 0.28 0.17 
Price of Giving 3.69 1.00 1.04 1.22 15.38 
Fundraising 334.00 0.00 24.28 227.13 1,452 
Age 34 16 33 51 20 
Feeder Donations 294 0 0 0 5,187 
Government Grants 1,646 0 0 261 13,029 
Program Revenues 2,260 2 166 1,246 11,615 
Total Assets 6,156 447 1,536 4,463 33,693 
Catastrophic Event 0.25 0.00 0.00 1.00 0.43 
Percent Itemizers 0.34 0.31 0.35 0.39 0.06 

 
 
Notes: The sample includes 128,793 observations from the 1991 to 2007 IRS Statistics of Income Charity files. State 
Personal Income is the total personal income in a state ($ billions). State Poverty Level is the percentage of state 
residents whose income is below the federal poverty level. Stock Index Return is the nominal annual return on the 
Standard and Poor’s 500 stock index. Price of Giving is equal to public donations divided by the net of public 
donations less fundraising expenses. Fundraising is the amount of fundraising expenses ($ thousands). Age is the 
age of the nonprofit in years. Feeder Donations is the amount of donations from feeder organizations such as the 
United Way ($ thousands). Government Grants is the amount of funds received from local, state, and federal 
granting agencies ($ thousands). Program Revenues is the amount of fees received for the delivery of products and 
services such as tuition and entrance fees ($ thousands). Total Assets is the assets of the nonprofit ($10 thousands). 
Catastrophic Event is equal to one for any year in which there was an event on U.S. soil that resulted in a loss of at 
least 100 lives and at least $1 billion in damages, and zero otherwise. Percent Itemizers is the percentage of tax 
returns filed in a given state that include any itemized deductions. State Personal Income, Fundraising, Feeder 
Donations, Government Grants, Program Revenues, and Total Assets are deflated by the Consumer Price Index 
starting with 1985. The remaining variables are defined in Table 1.  
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Table 3 
Distributional Statistics  

Private Foundations 
_____________________________________________________________________________________________ 

 

Variable Mean Lower 
Quartile Median Upper 

Quartile Std. Dev 

Donations 774 0 0 37 25,109 
NBER Tax Price 0.26 0.23 0.26 0.28 0.03 
$200K Federal Tax Price 0.35 0.33 0.35 0.36 0.01 
State Personal Income 232 92 186 348 180 
State Poverty Level 0.12 0.1 0.12 0.14 0.03 
Stock Index Return 0.12 0.05 0.11 0.28 0.16 
Age 24.95 9 20 38 19.86 
Liquidity 1970 38 233 934 23,768 
Qualified Distributions to Distributable Amount 2.46 0.9 1.04 1.41 8.51 
Payroll Indicator 0.15 0.04 0.11 0.19 0.16 
Total Assets 3,034 170 759 16,78 21,404 
 
 
Notes: The sample includes 87,189 observations from the 1994 to 2007 IRS Statistics of Income Private Foundation 
files. Donations is the fair market value of cash and non-cash donations received from the foundations’ benefactors, 
($ thousands, deflated by the Consumer Price Index starting with 1985). Liquidity is the amount of liquid (cash and 
cash equivalent) assets ($ thousands). Qualified Distributions to Distributable Amount is the dollar amount of 
current year foundation grants to charities that qualify toward meeting the foundation’s five percent payout 
requirement. Distributable Amount is the required dollar amount of foundation grants necessary to meet the five 
percent payout requirement. Payroll Indicator is equal to one if the foundation incurred any employee expenses, and 
zero otherwise. Total Assets is the assets of the nonprofit ($10 thousands). The remaining variables are defined in 
Tables 1 and 2. 
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Table 4 

The Effects of Income Taxes on Donations  
Public Charities 

_____________________________________________________________________________________________ 
 

 NBER  
Tax Price 

$200K Federal 
Tax Price 

Constant 3.671  3.854  
 0.569 * 0.531 * 
Tax Price -0.800  -0.983  
 0.185 * 0.138 * 
State Personal Income 0.044  0.037  
 0.009 * 0.009 * 
State Poverty 0.222  0.260  
 0.032 * 0.032 * 
Stock Index Return 0.280  0.171  
 0.206  0.195  
Price of Giving -0.485  -0.485  
 0.008 * 0.008 * 
Fundraising 0.099  0.102  
 0.005 * 0.005 * 
Age -0.087  -0.079  
 0.015 * 0.015 * 
Age * Fundraising 0.011  0.010  
 0.002 * 0.002 * 
Feeder Donations 0.012  0.012  
 0.002 * 0.002 * 
Government Grants 0.018  0.018  
 0.001 * 0.001 * 
Program Revenues -0.052  -0.053  
 0.002 * 0.002 * 
Total Assets 0.515  0.521  
 0.006 * 0.006 * 
     
Observations 128,793  128,151  
R-squared  0.62  0.63  

 
Notes: Variable definitions are in Tables 1 and 2. The dependent variable is Public Donations. The model is 
estimated with OLS with Public Charity Type Indicators. The standard errors, which are shown below the 
corresponding coefficient estimates, are clustered at the charity level. Errors denoted with *  reflect a coefficient that 
is statistically different from zero at the five percent level. 
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Table 5 
The Effects of Income Taxes on Donations  

Private Foundations 
_____________________________________________________________________________________________ 

 

 NBER  
Tax Price 

$200K Federal  
Tax Price 

Constant -8.783  -7.995  
 3.244 * 3.036 * 
Tax Price -1.985  -3.079  
 0.985 * 1.146 * 
State Personal Income 0.081  0.074  
 0.050  0.048  
State Poverty 0.019  0.049  
 0.192  0.187  
Stock Index Return 1.769  1.270  
 1.164  1.078  
Age -0.953  -0.963  
 0.045 * 0.045 * 
Liquidity 0.126  0.135  
 0.013 * 0.012 * 
Qualified Distributions to Distributable Amount 2.270  2.360  
 0.064 * 0.063 * 
Payroll Indicator 3.379  3.435  
 0.395 * 0.390 * 
Total Assets 0.383  0.357  
 0.020 * 0.019 * 
     
Observations 87,189  86,471  
R-squared 0.10  0.10  

 
Notes: Variable definitions are in Tables 1 and 3. The dependent variable is Donations. The standard errors, which 
are shown below the related coefficient estimates, are clustered at the charity level. Errors denoted with * reflect a 
coefficient that is statistically different from zero at the five percent level. 
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Table 6 
The Effects of Income Taxes on Donations 

By Public Charity Type 
_____________________________________________________________________________________________ 

 

 Observa
tions 

Public 
Donations 

NBER 
Tax Price 

$200K Federal  
Tax Price 

Nonprofit Type    Coeffi-
cient 

Standard  
Error 

Coeffi-
cient 

Standard 
Error 

Arts and culture 10,656 38,254 -1.151 0.534 * -0.725 0.348 * 
Private education 32,674 174,577 -1.080 0.272 * -1.419 0.170 * 
Environmental protection  2,335 6,399 -2.613 1.219 * -3.394 0.925 * 
Animal welfare 1,712 5,488 -2.162 0.992 * -3.083 0.957 * 
Primary health care 30,551 42,265 -1.249 0.352 * -0.173 -0.296  
Mental health care 2,537 1,661 -0.923 -1.314  1.887 1.093  
Disease prevention  1,356 8,492 0.765 -2.139  1.877 -1.654  
Medical research 1,172 3,362 -3.126 -1.942  -0.149 -1.486  
Crime prevention 804 1,418 1.170 -2.052  -1.224 -1.830  
Employment 999 756 0.305 -2.043  -0.807 -1.917  
Food and nutrition 531 4,478 0.348 -2.484  -2.138 -3.145  
Housing and shelter 2,929 2,241 1.641 -1.066  -1.211 -1.189  
Public safety / disaster relief 514 151 4.276 -2.722  0.535 -2.862  
Sports and recreation 1,655 2,863 -1.391 -1.465  -1.230 -1.335  
Youth development 2,386 3,032 -0.576 -0.907  -0.891 -0.854  
Human services 19,130 21,470 -0.321 -0.370  -0.936 0.344 * 
Foreign affairs 1,857 31,780 0.551 -2.442  1.144 -1.212  
Civil rights 397 1,556 -4.542 2.501  0.384 -1.418  
Community development 1,850 3,649 2.336 -1.487  -2.051 -1.584  
Philanthropy  7,492 65,873 -2.773 0.668 * -4.328 0.593 * 
Technology and science 1,161 3,110 3.377 1.949  1.086 -1.466  
Social science research 343 1,288 -5.080 2.540  1.848 -2.639  
Public benefit 560 2,508 -0.304 -2.930  -4.637 -2.834  
Membership 274 471 2.596 -3.858  -3.259 -2.875  

 
Notes: Variable definitions are in Tables 1 and 2. The model estimated is the same as reported in Table 4 (without 
Charity Type Indicators), although only the Tax Price coefficients and standard errors are reported. The IRS 
National Taxonomy of Exempt Entities defines public charity types. An asterisk (*) denotes an estimate that is 
statistically different from zero at the five percent level. 
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Table 7 

The Effects of Income Taxes on Donations - Robustness Tests 
Public Charities  

_____________________________________________________________________________________________ 
 

 Tax Price 

 NBER1 NBER2 NBER3 NBER4 $200K  
Federal 5 

Constant 2.645  6.202  3.665  -3.043  -0.614  
 (0.501) * (0.995) * (0.565) * (1.653) * (1.800)  
Tax Price -0.838  -0.834  -0.695  -0.473  -0.887  
 (0.174) * (0.325) * (0.178) * (0.173) * (0.138) * 
State Personal Income 0.046  0.027  0.036  0.442  0.190  
 (0.009) * (0.015)  (0.009) * (0.089) * (0.109)  
State Poverty 0.209  0.321  0.267  -0.174  -0.000  
 (0.029) * (0.055) * (0.033) * (0.025) * (0.032) * 
Stock Index Return 0.631  -0.166  0.298  -0.023  0.740  
 (0.182) * (0.366)  (0.206)  (0.149)  (0.182) * 
Catastrophic Event     -0.016      
     (0.006) *     
Percent Itemizers     0.457      
     (0.191) *     
Price of Giving -0.483  -0.488  -0.484  -0.113  -0.482  
 (0.008) * (0.014) * (0.008) * (0.007) * (0.008) * 
Fundraising 0.104  0.091  0.102  0.009  0.102  
 (0.005) * (0.008) * (0.005) * (0.004) * (0.005) * 
Age -0.073  -0.103  -0.081  -0.087  -0.074  
 (0.014) * (0.022) * (0.015) * (0.018) * (0.015) * 
Age * Fundraising 0.009  0.014  0.010  0.006  0.010  
 (0.001) * (0.003) * (0.002) * (0.001) * (0.002) * 
Feeder Donations 0.012  0.011  0.012  -0.011  0.012  
 (0.002) * (0.003) * (0.002) * (0.001) * (0.002) * 
Government Grants 0.018  0.015  0.018  0.002  0.018  
 (0.001) * (0.002) * (0.001) * (0.001) * (0.001) * 
Program Revenues -0.052  -0.053  -0.053  -0.008  -0.052  
 (0.002) * (0.003) * (0.002) * (0.002) * (0.002) * 
Total Assets 0.524  0.441  0.522  0.481  0.520  
 (0.006) * (0.009) * (0.006) * (0.011) * (0.006) * 
           
Observations 151,305  42,741  128,159  128,273  128,146  
R-squared 0.63  0.55  0.63  0.32  0.64  
Rho Statistic       0.82    
 
Notes: Variable definitions are in Tables 1 and 2. An asterisk (*) denotes an estimate that is statistically different 
from zero at the five percent level. 
The models estimated are the same as reported in Table 4, with the following exceptions: 
1 –Includes data from 1986 to 2007. 
2 –Limits observations to nonprofits with a  fiscal year-end of December 31. 
3 –Includes Catastrophic Event and Percent Itemizers as additional independent variables.  
4 –Uses nonprofit-level fixed effects. 
5 –Includes state-level fixed effects. 

 
 
 


