Planned Giving:  What’s the big deal?  
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Here are some numbers to consider:  

$17.4 billion, $22.9 billion

82%

$6 Trillion 


The magnitude of all three of these numbers is extremely significant to society in the United States, and has the potential to transform the quality of life in America in a much more positive way than other forms of annual or ‘capital’ support.


$17.4 billion.  This is the amount reported to have been given to charity by 8% of decedents in 2005.  In other words, in 2005, 8% of the people who died whose estates filed estate tax returns left $17.4 billion to charity in their estate plans.  Of the other 92% of 2005 US decedents filing estate tax returns, essentially none of them left money to charity.  Imagine in the number of those with estates leaving similar amounts of money to charity in 2005 had been closer to 16% ($35 billion?) or 32% ($70 billion?).  According to the Journal of Gift Planning, a quarterly publication of the National Committee on Planned Giving, “the scale of the opportunity is clear”.  Vol. 11, Number 1, 1st Quarter 2007.  

$22.9 billion is the number reported for 2006 estates (Wall Street Journal “Snapshot of U.S. Charitable Giving, December 10, 2007, p. R-4), a 32% increase over 2005, and an indication of a positive trend.

$6 Trillion.  This is the amount estimated to go to charity during the greatest intergenerational transfer of wealth between the years 1998 and 2052, according to a study at Boston College by Paul Havens and John Schervish.  This is less than 15% of the $41 Trillion predicted to transfer in total from one generation to another during that 54-year period.  The Mind of the Millionaire:  Findings from a National Survey of Wealth and Responsibility, Schervish, Paul G. and Havens, John J., Social Welfare Research Insitute, Boston College, October 1999.   www.bc.edu/bc/avp/gsas/swri/swri_features_wealth_transfer_report.htm.

For non profit organizations with 501(c)(3) status granted by the IRS, this is the greatest opportunity in history to harness the passion and wealth of donors to not just fund them for one or a few years, but to grow their endowments to provide long-term sustainability.  Through planned gifts, individuals can create their legacy for one or more organizations while providing substantial contributions to the endowments of organizations, sustaining their operations for generations to come.  

Contrasted with the injection of large amounts of money with restrictions to capital improvements or other immediate spending, contributions to endowments help to ensure that the organization can carry out its mission, and even expand its programs and operations over time, if necessary.

Examples of the success of this phenomenon can be found right here in New England and, in fact, in Maine.  In the area of education, the magnitude of endowments at schools like Harvard and Yale are not only newsworthy because of their size, but because of what they allow the schools to do – fund the tuition of anyone who has the grades to get in, no matter their lack of financial resources to do so.  Even Colby College in Waterville recently announced that it would eliminate its loan program and replace it with grants to students that do not require repayment.  All of these situations exist because of the careful planning by friends and alumni and resulting gifts to endowments that have grow not just as a result of portfolio appreciation, but because of those additional gifts.

Harvard, with a $34.9 Billion endowment as of the end it its last fiscal year, as reported at the Harvard Gazette online, www.news.harvard.edu/gazette/2007/08.23/99-endowment.html,  uses that endowment (about 5% per year, which is normal within institutional standards) to finance approximately one third of its annual operating budget.  That means the other two-thirds comes from tuition, annual gifts, grants and other educational funding and related programs.

As of 2006, Yale supported its operation by 33% from using a similar spending policy for its endowment of $15.2 billion according to its 2005 report, www.econ.puc-rio.br/Mgarcia/Seminario/textos_preliminares/Yale_Endowment_05.pdf.    In terms of how additional planned gifts have contributed the size of that endowment, the report noted that since 1950, if there had not been additional contributions to the endowment – typically from planned gifts – it would be just under $2 billion, instead of $15.2 billion in 2005.

Colby College was reported in a Maine Today article in November 2007 to have an endowment of just under $600 million, providing student financial aid of $22.5 million.  Bowdoin was reported to have an endowment of $827 million, providing $18.3 million in student financial aid.  Princeton was reported to have eliminated its loan program in 2001.  www//pressherald.mainetoday.com/story.php?id=145883&ac=PHnws.  It is remarkable that by having these endowments, the schools can support the education of many who otherwise would be unable to afford the cost.

So what about most non profits, including most in Maine?  They don’t have the departments dedicated to Planned Giving that these schools do.  Some of them don’t even have development officers and rely on the board and executive director to find the funds each year to carry out their mission.  But what if these organizations had endowments that could support even 25% of their operations?  Is having a department dedicated solely to cultivating relationships with donors and administering the program the only answer?

No.  There are resources that can organizations without dedicated planned giving staff to build their capacity to have active, productive planned giving programs to build their endowments and create their sustainability.  Consultant services, such as Planning for Good, can provide the necessary advice and expertise in the areas of policy, procedure and practice to support both the staff and board of organizations that are willing to embrace their own potential to create their sustainability.

If you would like to learn more, visit our web site, www.planningforgood.net, or give us a call at (207) 975-5165.  We have the tools and expertise to assist organizations that want to build their endowments to create sustainability.

