
Question 74:  

As a means to cut the deficit, President Obama has called for capping deductions in each of  

his previous budgets, as well as a way to help pay for health care reform. Specifically he 

asked for a 28% cap on all itemized deductions for upper income earners. This would 

include the charitable giving deduction. Now, many reports have come out showing any 

cap, cut, or limit to the charitable deduction would decrease giving. Reports examining a  

28% cap found that it would result in a $5.6 billion decline in charitable giving for one 

year, directly impacting charities on the ground. Furthermore, the Pease limitation on 

itemized is once again included in the tax code. Given this data, will the Administration call 

again for 28% cap? If so, what are your estimates of its impact- which ought to be even 

worse now that the difference between the highest rate and 28% has widened?  

 

I recognize the important role played by our nation's charitable sector. Through our charities, 

millions of Americans join together, contributing funds and volunteer hours, to meet the needs of 

their communities. Charities provide healthcare, social services, and disaster assistance to those 

in need, among other things. They conserve our natural resources and expand the boundaries of 

our knowledge through scientific research. And they enrich our communities through education, 

athletics, and the arts.  

 

Unlike some other proposals to curb tax expenditures, the Administration's previous Budget 

proposal to limit the value of itemized deductions and certain other tax expenditures to 28 

percent would have a modest impact on the incentive to make charitable gifts. This is because 

the tax incentive on the last dollar of giving potentially would be somewhat reduced but not 

eliminated. Moreover, only a small fraction of taxpayers - married couples with incomes in 

excess of $250,000 and single taxpayers with incomes in excess of $200,000 - would be affected 

by the proposal. Charitable giving by non-itemizers and taxpayers with incomes below these 

thresholds - the vast majority of donors - would not be affected by the proposal.  

 

The Administration's FY 2013 Budget proposal to limit the benefit of itemized deductions to 28 

percent is intended to be an even-handed approach covering all itemized deductions and is not 

intended to single out the charitable sector. But the Administration is also looking forward to a 

broader dialogue about tax reform and as part of that discussion would be open to discussing 

alternative ways of treating charitable deductions to ensure that the incentive is cost effective and 

fair. If confirmed, I look forward to working with this Committee to ensure that our tax system is 

fair and efficient, and appropriately supports our charitable sector. 

 

 

Question 75 

Earlier this week the Joint Committee on Taxation released a report saying individuals 

donated almost $218 billion in 2011, a four year high coming out of the Great Recession.  

For 2012, though preliminary, reports have estimated that giving increased to over $230 

billion, more than a 6% increase from 2011. And yet for 2013, the giving is only projected 

to increase 1.6%, a significant decline compared to the strong growth of previous years. In 

light of these numbers, does the Administration plan to propose in its budget another 28% 

cap on the charitable deduction, even though all the data suggests such a cap will lead to a 

decline in giving?  



 

The Administration's FY 2013 Budget proposal to limit the benefit of itemized deductions to 28 

percent is intended to be an even-handed approach covering all itemized deductions and is not 

intended to single out the charitable sector, which I strongly support. But the Administration is 

also looking forward to a broader dialogue about tax reform and as part of that discussion would 

be open to discussing alternative ways of treating charitable deductions to ensure that the 

incentive is cost effective and fair. The FY 2014 Budget has not yet been released, so I cannot 

speak to what may or may not be included therein. 

 

Question 76:  

We know that volunteers are often the backbone of charity. In October of 2011 this 

committee held a hearing on the tax treatment of charitable giving, and several of our 

witnesses noted that a decrease in charitable donations would cause a direct cut back in 

volunteers. Specifically, Brian Gallagher, President and CEO of United Way Worldwide 

said "The reason that charitable giving and private sector delivery of service is so efficient 

is that volunteers follow the money, and so you are leveraging somebody's contribution."  

So calling for a cut in the charitable deduction, as the President has done in all his last 

budgets, will drive less giving. But it will drive fewer volunteers. Please comment on the 

negative impact on volunteers of the President's 28% proposal?  

 

The Administration's FY 2013 Budget proposal to limit the benefit of itemized deductions to 28 

percent is intended to be an even-handed approach covering all itemized deductions and is not 

intended to single out the charitable sector, which I strongly support. I understand that the  

Administration's proposal would have only a modest impact on charitable giving. But the  

Administration is also looking forward to a broader dialogue about tax reform and as part of that 

discussion would be open to discussing alternative ways of treating charitable deductions to 

ensure that the incentive is cost effective and fair. I look forward to working with this Committee 

to ensure that our tax system is fair and efficient, and appropriately supports our charitable 

sector. 


