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“The only wealth which you 
will keep forever is the wealth 
you have given away”

—Marcus Aurelius



In May of 2019, we published a paper on income inequality that provided 
several measures of the growing gap in income and wealth between 
different segments of the US population. 

The goal of the paper was to stimulate thought and discussion among our 
clients and friends, and to that end, we held several small seminars that 
resulted in active and constructive dialogue and a number of thoughtful 
comments. At two of these seminars, I received the same question which 
was: is the increasing income disparity offset, at least in part, by 
increased philanthropy on the part of high income earners?  That is 
a very logical question given the well-publicized large donations by Bill 
and Melinda Gates, Warren Buffett, Michael and Susan Dell, and Mark 
Zuckerberg and Priscilla Chan, among others. Unfortunately, I didn’t have 
a good answer so I embarked on a good deal of research on the state of 
philanthropy in the U.S and discovered a number of fascinating facts and 
statistics. So, prior to actually answering that specific question, I would 
like to share some of what I learned. While I believe the gist of these 
comments is correct, there may well be minor errors in the numbers for 
two reasons. First, some of the statistics come from surveys which are 
inherently subject to some variation. Second, the IRS data only captures 
the charitable deductions of those who itemize so there may well be 
small distortions there as well. I will provide this information in the form 
of responses to a series of basic questions. 
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In May of 2019, we published a paper on income inequality that provided several 
measures of the growing gap in income and wealth between different segments of 
the US population.  

 

The goal of the paper was to stimulate thought and discussion among our clients 
and friends, and to that end, we held several small seminars that resulted in active 
and constructive dialogue and a number of thoughtful comments.  At two of these 
seminars, I received the same question which was: is the increasing income 
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income earners?  That is a very logical question given the well-publicized large 
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How much do we give to charity in the US?
Total charitable giving rose from 1.6% of real or inflation adjusted GDP in 1978 to 2.1% in 1999 where 
it remains today. In actual dollars, charity has increased from $38.6 billion in 1978 to $427.7 billion in 
2018. These statistics suggest that charity is fairly closely tied to the size of the overall economy and 
annual donations tend to rise and fall modestly in concert with the business cycle. Perhaps of more 
relevance is annual giving as a percentage of disposable personal income which has been constant at 
2% since 1978. As we will see later, while charitable gifts average 2% of income, the percentage donated 
varies widely by income level, location, education, marital status, and religious affiliation. 

How does the U.S compare to other countries? 

Americans are incredibly generous versus the rest of the world. Private philanthropy in the U.S. is 

approximately 1.4% of GDP which compares with some other countries as follows:

How are charitable gifts divided among different  
types of organizations?

The numbers fluctuate modestly from year to year and there 

are slight differences depending upon how charities are 

classified, but the following table provides a good indication 

of where Americans choose to allocate their charitable dollars.

It is important to note that gifts to Religious and Overseas 

organizations are often redirected to a number of specific 

purposes that may well fit into some of the other categories.

Canada  .77% 

UK  .54% 

Korea  .5% 

Singapore .39% 

Italy  .3%

Netherlands  .3%

Australia  .23%

Ireland  .22%

Germany .17%

Sweden  .16%  

Japan .12%

% of Total Charitable Gifts
Religion 38%
Education 19%
Human Services 15%

Health 11%

Overseas 7%

Arts 6%

Nature 4%



Who makes charitable gifts and how much do they give?

There are actually a large number of specific questions 

incorporated in this segment so let’s start at a high level. The 

actual source of gifts by major category is as follows:

With regard to individuals, the percentage of Americans who 

donate to charity has decreased from about 67% in 2000 to 

about 53% today. This decline is attributed to the fact that many lower and middle income Americans have 

not fully recovered from the Great Financial Crisis. Among upper income earners, 93% donate to charity 

whereas 37% of lower income earners contribute. But, as we will see later, many lower income donors 

give at very high percentages of their income. Married individuals donate at 1.6 times the rate of their 

unmarried counterparts and those with at least a Bachelor’s degree give at 1.5 times the rate of those with 

less education. Perhaps most striking is the fact that those who regularly attend religious services give more 

than four times the total dollars as compared to those who never attend services, and this includes giving 

to both religious and secular causes. Given this fact, it is not surprising that the states in which individuals 

donate at the highest percentage of income are those that are generally associated with a particularly 

strong religious presence such as Utah, Mississippi, Alabama, Tennessee, and Georgia. For reasons that 

are not well understood, the states at the other end of the spectrum are primarily located in New England.

The data also suggest that women play a distinct and powerful role in philanthropy. A study by Debra J. 

Mesch and several colleagues found that women are more likely to donate to charity and make larger gifts 

than men after adjusting for wealth, income and education. This was confirmed by U.S. Trust’s 2018 study 

of High Net Worth Philanthropy that found that 93% of high net worth women donate to charity versus 87% 

of men. The same study found that 56% of high net worth women volunteer versus 41% of men. Perhaps 

not surprisingly, women are much more likely than men to donate to charities associated with women’s 

issues, but they also favor those associated with Basic Needs, Health Care, and Youth or Family Services.

The next question is how much do various types of donors give?  First, private foundations are mandated 

by law to donate 5% of the value of their assets every year. Corporate donations rose from .7% of pre-tax 

earnings in 1978 to 2% in 1986 but then subsequently declined to .9% in 2004 where they remain today. 

This statistic raises a number of interesting questions given that corporate profitability is at record levels, 

but that is a topic for another day. By far, the most interesting question is how much do individuals give 

at various income levels?  And, the answer is directly tied to the question that was posed at the outset 

which was whether increased philanthropy has moderated the effect of growing income inequality.
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% of Charitable Gifts
Individuals 68.3%
Bequests 9.3%
Foundations 17.7%

Corporations 4.7%



The U Shape Curve

If you plot annual income on the horizontal axis and percentage of income 

donated on the vertical axis, then the curve roughly takes a U shape. 

Simply stated, lower and higher income earners donate at a higher rate 

than the middle income segment. I was quite surprised by the generosity 

of the lower income cohort. As mentioned earlier, only about 37% donate 

to charity each year but as much as one half of this group donate more 

than 5% of their income as compared to the national average of about 

2%. This is generally attributable to significant contributions to religious 

institutions by this group including a number who tithe. 

This chart shows the results of a number of different studies, and while the 

actual percentages vary somewhat, you will note that all of them follow the 

U shape. As you would hope, there are also significant differences in giving 

levels in subsets of the high income cohort. Specifically, those with annual 

incomes in excess of $2 million donate roughly 14% of income whereas 

those in the $200,000 to $2 million range donate about 8% of income. 
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How Has Philanthropy Impacted 
Income Inequality?

At the outset, I mentioned that several people have asked me whether 

increased philanthropy on the part of high income earners has offset rising 

income inequality. While many of the wealthy, including those who have 

signed The Giving Pledge (A commitment on the part of more than 200 

wealthy individuals to donate more than one half of their net worth to 

charity), have been extraordinarily generous, they have not significantly 
impacted the income inequality trajectory. First, overall charitable 

donations have grown at exactly the same rate as adjusted gross income 

so they remain at about 2% of income and GDP as they have since 1978. In 

other words, there has not been a surge in overall donations. Second, the 

total annual adjusted gross income of the top 10% of income earners has 

grown from $2.6 trillion in 2001 to $4.729 trillion in 2016, a gain of $2.129 

trillion. While not precise, a reasonable estimate of the increase in charity 

on their part is about $122.5 billion per year over the same time period. 

So, about 6% of the increase in annual income that this group has enjoyed 

has been devoted to incremental charitable contributions.

I don’t mean to denigrate the generosity of high income earners in any 

way because they have actually played a key role in offsetting the decline 

in giving by a large number of people in the middle income cohort. 

Specifically, it is estimated that upper income earners now account for 

about 50% of all charitable gifts as compared to 30% in 2001, and gifts 

by the top group have grown at about a 7% annual rate as compared to 

3.6% for the broad population. 

A Brief Look at the Bill and  
Melinda Gates Foundation

To demonstrate the potential impact of gifts by the wealthy, it is worth 

spending a moment describing the incredible reach of the Gates 

Foundation which is valued at $46.8 billion. The Gates have donated 
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approximately $36 billion to the Foundation while Warren Buffett has 

added an additional $34 billion. The Foundation is structured in five major 

divisions that make grants in areas such as health inequality, improvement 

in healthcare in developing countries, agricultural development, gender 

equality, sanitation and hygiene, innovative approaches to education, 

and policy advocacy. One characteristic of the Gates Foundation which is 

becoming more widespread, particularly among foundations supported 

by tech entrepreneurs, is an organized and disciplined approach to 

measuring the impact of their grants. They term it “outcome investing.”  

Since its inception, the Foundation has made cumulative grants of $50.1 

billion, and in 2018 alone, made direct grants of $5 Billion.

But, despite the generosity of the Gates and others at the top of the income 

and wealth distribution, income inequality remains a serious issue that 

needs to be actively discussed in our political and social institutions.

Conclusion

We should be extraordinarily proud of the tradition of philanthropy in 

our country, and I was particularly impressed by the generosity of those 

at the low end of the income spectrum. We should also be grateful for 

the contributions of those at the top, many of whom have undertaken 

focused efforts to change the world. 

Alexis de Tocqueville did not use the word philanthropy, but his 1840 two 

volume work Democracy in America discussed the American phenomenon 

of forming associations which is seen as the basis for modern day non-profits 

which aim to serve the public good and improve the quality of human lives.

“In the United States, as soon as several inhabitants have taken an opinion 

or an idea they wish to promote in society, they seek each other out and 

unite together once they have made contact. From that moment, they 

are no longer isolated but have become a power seen from afar whose 

activities serve as an example and whose words are heeded.”


