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Throughout its history, an im-
portant factor in American 
life has been the vital role 

charities and philanthropic institu-
tions have played in an economic, 
political and cultural mix that in-
cludes business, government and 
private philanthropy. 

In challenging economic times, 
much of the public’s focus is put 
on the health of the business sec-
tor. The continued existence of 
government is not seriously ques-
tioned, as taxing power assures its 
survival as long as business activ-
ity continues. Governments con-
tinue even in the worst of eco-
nomic times. But what of the non-
profit sector? How does this sec-
tor fare during difficult economic 
times? Is it societal “fluff” that ex-
ists only during times of pros-
perity, or is it something that is 
resistant to the economic down-
turns that periodically affect the 
for-profit sector?

Our system of taxation is de-
signed to result in the involuntary 
redistribution of wealth to a cer-
tain degree via progressive in-
come, gift and estate taxes. The 
system is also designed, however, 
to recognize and to some extent 
subsidize an alternative system of 
voluntary wealth redistribution via 
the nonprofit sector. That is the 
underlying rationale for the chari-

table deduction from income, gift 
and estate taxes. There are, how-
ever, limits to the voluntary redis-
tribution of income represented by 
the caps on the amount of chari-
table gifts that can be deducted 
for purposes of determining tax-
able income. These limits are cur-
rently 50 percent of adjusted gross 
income (AGI) for gifts of cash and 
the 30 percent of AGI limitation 
for gifts of property. The original 
charitable deduction introduced 
in 1917 was limited to 20 percent 
of AGI, so over the years lawmak-
ers have seen fit to expand the 
amount of income one can divert 

to charitable purposes on a tax-
free basis.1 

No limit applies to the amount 
of wealth that can be devoted to 
charitable purposes through the es-
tate. If desired, one can devote an 
entire lifetime’s accumulation of 
wealth to the support of educa-
tional, religious, charitable, cultural 
and other activities and in so doing 
completely bypass estate taxes that 
would otherwise be due. 

As a result of changes in atti-
tudes in America over the past 20 
years, we have increasingly come 
to rely on the nonprofit sector, and 
funds that are voluntarily directed 
there for philanthropic purposes, 
to meet needs that would other-
wise be met by government or 
business, or not at all. Likewise 
in both western Europe and the 
re-emerging economies of eastern 
Europe, there appears to be a 
trend toward more reliance on 
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certain social ends being accom-
plished with funds voluntarily do-
nated to nonprofits/NGOs.

What does history teach us 
about charitable giving in times 
of economic distress? Note that 
in almost every year for the past 
32 years, giving by individuals in 
America has increased. The most 
recently reported results for 2000 
indicate that over $150 billion was 
voluntarily donated by individuals 
to America’s nonprofits.2 The only 
exception was 1987 when equity 
markets lost 20 percent or more 
of their value in a period of 
days. Even then, charitable giving 
dropped less than 5 percent. See 
Chart 1.3

Americans have consistently 
shifted the ways they make their 
gifts during times of economic 
slowdown. During the Great De-
pression of the 1930s the historical 
record indicates that overall giving 
in America dropped somewhat at 
the onset of economic hard times, 
but then grew steadily through the 
mid to late 1930s before rapidly 
accelerating during and following 

World War II. See Chart 2.4

Other evidence indicates that 
Americans shifted the ways they 
made their gifts during the Depres-
sion years. The New York Times 
reported on April 3, 1939 that giv-
ing to higher education, especial-
ly to the leading institutions of 

the time, held steady or actually 
increased during the Depression. 
Excerpts from an article entitled 
“Gifts to Colleges Hold During 
Slump” shed light on the predomi-
nant form of gifts during that time 
period:

“A survey of gifts and bequests to 
49 American colleges and univer-
sities since 1930 indicated yester-
day that gift receipts declined only 
2.3 percent for the nine years from 
1930 to 1938, compared with the 
nine previous years of prosperity.
The survey, made by the John 

Price Jones Corporation, showed 
a trend toward a concentration of 
gifts to fewer and larger institu-
tions. Four of them received 
more money during the depres-
sion years than in the years of 
prosperity, while other colleges 
and universities received much 
less. Although [outright] gifts 
showed a decrease in depression 
years, the amount of bequests 
showed a sharp increase.” 

— NYT, April 3, 1939.5

History reveals, therefore, that 
during times of economic distress, 
charitable giving in America typi-
cally continues, although increases 
may come primarily in the form 
of bequests and other testamen-
tary gifts. These methods of giving 
were actively encouraged during 
the period from 1900 to 1930. One 
example of organized planned gift 
development efforts from that time 
comes from the annual report 
of Baldwin Wallace College pub-
lished in 1910. In a section devot-
ed to requesting support for the 
College, it is stated:

Whoever would like to support the 
annuity plan of the college with a 
larger gift should apply to the presi-
dent for more information. In this 
plan, the donor himself receives the 
interest on his gift as long as he lives 
– a good plan for those who need 
the interest to support themselves. 
Whoever would like to remember 
the college with a bequest of either 
a larger or a smaller sum should use 
the following form:6

Over the years, bequests, gift 
annuities, charitable trusts and 
similar plans have proven to rep-
resent particularly resilient means 
of making charitable gifts as they 
appear to be much less sensitive 

If desired, one can devote 

an entire lifetime’s 

accumulation of wealth to 

the support of educational, 

religious, charitable, cultural 

and other activities and in 

so doing completely bypass 

estate taxes that would 

otherwise be due.
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to both short and long-term 
spikes and dips in the economy 
and may be seen as a way to 
hedge fund development efforts 
against hard times. In fact, these 
methods of giving far predate our 
current civilization. Note the ex-
cerpt from a treatise entitled A 
History of Trusts and Charitable 
Foundations:

“Long before the practice of making 
Wills and Testments had developed, 
the leaving of property in perpetu-
ity to other than paternal heirs was 
encouraged in both Egypt and Chal-
dea and was implicit in early Juda-
ism. The Greeks first developed a 
concept of a “living legal heir” to 
whom property could be given in 
perpetuity during a person’s life 
with the consent of his natural 
heirs. In the first century B.C., the 
Roman law modified this concept 
so that associations were consid-
ered as “sentient reasonable beings” 
and “immutable undying persons,” 
and by the first century A.D. were 
permitted to receive bequests.” 7

Understanding Current Trends
One of the keys to understand-

ing trends in philanthropy in un-
certain economic times is to con-
sider the ”anatomy” of a charitable 
gift. Each gift has five parts - “who” 
makes it?, “why” do they make it?,” 
“what” do they give?, “when” do 
they give it?, and “how” is the gift 
structured? Most charitable gifts are 
made immediately in the form of 
cash and represent a portion of 

the discretionary dollars that may 
currently reside in a checking ac-
count. Some who have been fortu-
nate enough to enjoy gains from 
investments may choose to fund 
their gifts using property that has 
increased in value since it has been 
owned. Our tax laws in effect en-
courage this type of gift, as the 
lack of a “sale or exchange” results 
in avoidance of capital gain that 
would otherwise be due. 

There have always been times 
when, for a variety of economic 
and personal reasons, donors will 
turn to somewhat more sophisti-
cated means of completing their 
gifts using a variety of tools such 
as trusts, annuity contracts, insur-

ance and other so-called “split in-
terest” gifts. These gifts, along with 
bequests via wills and trusts are 
sometimes collectively referred to 
as “planned gifts.”

During tougher economic times, 
more persons appear to be inter-
ested in planning gifts in ways 
that allow them to maintain in-
come and/or access to principal if 
needed. This is perhaps one ex-
planation for the previously refer-
enced growth of philanthropy via 
estate gifts during the Depression 
years. 

Since the 1930s, however, we 
have developed a much broader 
array of gift vehicles to help per-
sons with the means and inclina-
tion to “vote with their dollars” 
during more difficult economic 
times. Because many of these al-
ternative gift techniques involve 
the use of trusts, annuities, insur-
ance and similar vehicles, it is es-
sential that the estate and finan-
cial planning community be sen-
sitive to their use, as clients may 
increasingly be turning to these 
means to fund their gifts. For 
example, one major medical re-
search institution that is now em-
barking on a $1 billion funding 
effort is projecting that some $400 
million of that amount will come 
in the form of realized bequests 
and irrevocable trusts, gift annui-
ties and other deferred gifts com-
pleted during the campaign. This 
is not uncommon in today’s envi-
ronment. 

The Most Attractive Vehicles
While many planned gifts will 

continue to be completed through 
the use of charitable remainder 
trusts, gift annuities and other tra-
ditional planning tools, other gift 
planning vehicles may now offer 
special advantages for charitable 
entities and those who wish to 
support them. As returns on eq-
uities and interest rates fluctuate 
over time, they create various cli-
mates that are more or less condu-
cive to various types of gift plan-
ning vehicles.

One of the more attractive means 
of making larger charitable gifts in 
today’s environment, for example, 
is through the use of the charitable 
lead trust. The lead trust holds spe-

Each gift has five parts - 
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cial attraction in times when do-
nors may be less comfortable with 
the idea of irrevocably transferring 
large amounts of their accumulated 
wealth for charitable use. In times 
when less wealth is being created, 
philanthropically inclined persons 
may be more interested in preserv-
ing what they have for the eventu-
al benefit of their loved ones. The 
lead trust offers a way to accom-
plish both goals. 

While “new” to some planners, 
the roots of the charitable lead 
trust can be traced to statutes en-
acted in England in the 16th cen-
tury. Quoting from the aforemen-
tioned treatise on the history of 
charitable trusts:

“During the reign of Henry VIII, fur-
ther restraints were placed on the 
creation of trusts for religious purpos-
es with the enactment in 1531-32 of 
a statute that reiterated the Mortmain 
doctrine denying [religious] corpora-
tions the right to hold land without 
license, and prohibited the creation 
of trusts for religious uses of more 
than 20 years. Thus, the whole weight 
of the law as well as of policy was 
exerted to mold the charities of Eng-
land to secular ends and to assist do-
nors in creating the great charitable 
institutions which were so profound-
ly to alter the structure of the English 
society.”8 
Trusts similar in form to modern 

day charitable lead trusts were thus 
utilized as exceptions to legal prohi-
bitions against the perpetual transfer 
of property for religious purposes.

The economic environment to-
day favors charitable lead trusts 
in ways that have not been seen 
since the 1970s. This plan was ex-
tremely popular during that time 
period. A 1977 Columbia Law Re-
view article entitled “A Voluntary 
Tax? New Perspectives on So-
phisticated Estate Tax Avoidance,” 
prominently featured the chari-
table lead trust as a primary tool 
for use in reducing or totally elim-
inating the impact of the estate 
tax.9 

Floating Rates
This was the case because pri-

or to 1983 the discount rate used 
to determine the present value of 

the charitable interest represented 
by payments from a lead trust was 
set at an artificially low 6 percent. 
That rate was raised to 10 percent 
in 1983, effectively crippling the 
use of charitable lead trusts. In 
1989, the current system of caus-
ing the discount rate to “float” 
with the federal midterm funds 
rate caused the rate to increase 
to as high as 11.6 percent in May, 
1989. In a remarkable shift over 
the past decade, the statutory dis-
count rate has fallen to 4.8 percent 
as recently as December, 2001. 
The rate for February, 2002 was 
5.6 percent, lower than it was dur-
ing the prime years for charitable 
lead trusts in the 1970s.

In addition to taking advantage 
of a favorable interest rate envi-
ronment, the charitable lead trust 
offers an effective way to “lever-
age” the increases in gift and es-
tate tax exemption amounts that 
became effective January 1, 2002. 
This can be especially true for 
those who wish to make signifi-
cant charitable gifts while not de-
priving younger heirs of an even-
tual inheritance.

Example: Barbara and Harold are 
both age 55. Barbara recently in-
herited $5 million from her moth-
er. She and her siblings each in-
herited that amount. Her moth-
er’s estate was in the range of $25 
million and taxes amounting to 
several million dollars were paid 
at her death. Needless to say, Bar-
bara is pleased to learn that Con-
gress passed legislation in 2001, 
that may eventually result in her 
estate not being subject to this 
tax again at her death. She and 
her husband have already accu-
mulated a significant amount of 
wealth and they have used all of 
the exemption amount available 
to them under the pre-2001 tax 
act law. 

Barbara and Harold are pleased 
to learn that they are now each 
entitled to make an additional 
$325,000 in tax-free gifts as the gift 
and estate tax exemption amount 
rose to $1 million on January 1, 
2002.

Barbara and Harold had a 
daughter who died at the age of 
12. They would like to make a sig-
nificant gift in her memory to fund 

T he lead trust holds 

special attraction in 

times when donors may be less 

comfortable with the idea of 

irrevocably transferring large 

amounts of their accumulated 

wealth for charitable use.
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research and treatment of the dis-
ease that took her life. They have 
two other children, ages 24 and 
26. Neither of them has yet found 
gainful employment and Barbara 
and Harold are worried that they 
may have been given too much 
too soon. 

Barbara and Harold have been 
urged to consider creating a private 
foundation as part of their long-
range financial planning. They are 
reluctant to transfer large sums ir-
revocably at this time as they are 
uncertain whether estate taxes will 
continue to be a consideration. 
As an interim step, one of their 
advisors suggested that a good 
way to make use of the additional 
$325,000 they have available in 
estate tax exemption beginning in 
2002 is through the use of a chari-
table lead trust. 

They are pleased to learn that 
they can place $2 million, about 
20 percent of their net worth, into 
charitable lead trusts that will pay 
6.8 percent to a fund for cancer 
research for 15 years. This will re-
sult in a gift stream of $1,020,000 
from each of them over 15 years, 
a total gift between them of 
$2,040,000.

Barbara and Harold file gift tax 
returns and report gifts of $1 mil-
lion each in the form of the lead 
trust remainders to their children. 
Because of the intervening in-
come interest to charity, the char-
i t ab le g i f t t ax deduct ion i s 
$675,090 each, leaving $324,100 
taxable to each, which is almost 
exac t l y t he amoun t o f t he 
$325,000 additional exemption to 
which they are entitled beginning 
January 1, 2002. 

Through wise planning, they 
have each made a significant gift 
to fund research for a 15 year pe-
riod, while they have used the 
lead trust to increase the amount 
they could give to their children 
from $325,000 each in the form of 
an outright gift which they don’t 
want them to have today, to a $1 
million gift they will receive in 
15 years after they have had the 
chance to become self sufficient. 
Each child is told that, barring 
special circumstances, they will 
receive no more assistance from 
their parents for the next 15 years. 

The children could receive the 
trust corpus tax free in ten years if 
the payout was increased to 8.88 
percent. Barbara and Harold are 
pleased that their children will 
receive this portion of their in-
heritance at a time that is appro-
priate without the payment of es-
tate taxes, regardless of whether 
the planned elimination of the es-
tate tax actually occurs.

Creating a Permanent 
Endowment 

Is there a way to also create a 
permanent endowment using the 
charitable lead trust? If the char-
itable recipient of the lead trust 
payments in the above example 
devoted half of the lead income 
interest each year for research pur-
poses and placed the remaining 
amount in a perpetual endowment 
fund in memory of the daughter, 
a significant endowment would 
remain at the time of the termina-
tion of the lead trust.

Note: from the perspective of 
the trustee of the trust, it will 
manage a $2 million trust for 15 
years and a $1.5 million endow-
ment trust which remains to be 
managed following the termina-
tion of the lead trust.

A Temporary Private 
Foundation?

Suppose in the example above 
that Barbara and Harold had 
wished to transfer $10 million 

to their children tax free. The 
term and payout referred to above 
would not be sufficient to accom-
plish that result. They could, how-
ever, change the payout rate to 7.5 
percent for a period of 25 years. 
Their children would receive their 
inheritance tax free in their early 
50s and gifts totaling $18,750,000 
would be made to charitable in-
terests during the time the trust 
was in existence. 

In some cases, people like Bar-
bara and Harold may be advised 
to create perpetual private foun-
dations and allow their children 
to draw salaries to serve as man-
agers, in lieu of payment of 50 
percent or more in estate taxes. 
While that can be good advice, 
consider how a wealthy couple 
might respond when told there 
was a way to achieve the avoid-
ance of the estate tax without per-
manently depriving their children 
of their wealth! The lead trust 
can be seen as a vehicle that in 
essence accomplishes that result. 
What if the 7.5 percent return is 
not achieved? Some of the corpus 
will be distributed to charity in 
satisfaction of the annuity pay-
ments and the family may receive 
somewhat less. But what corpus 
does the family ultimately receive 
in the case of a private founda-
tion? None.

Some donors may choose to di-
rect all or a portion of the funds 
paid from the lead trust to a do-
nor advised fund sponsored by a 
community foundation or other 
entity and provide that their chil-
dren advise on the disposition of 
all or a portion of the income 
from their inheritance while they 
wait to receive it. The children can 
thus learn about the philanthropic 
responsibilities their parents be-
lieve comes with their wealth be-
fore they enjoy the benefits of its 
complete ownership.

Creating a “Flexible 
Endowment”

In today’s environment there are 
many philanthropically inclined 
persons who have amassed sub-
stantial wealth but are still in the 
“accumulation” phase of life, and 
do not yet feel comfortable in part-
ing with large amounts of their 

During recent years, leading 

institutions including 

Cornell University and others, 

have pioneered a concept 

variously known as Virtual 

Endowments, Flexible 

Endowments, Flex Endowments, 

or other similar appellations. 



capital, because they are not yet 
“finished” with it. This will be in-
creasingly true as a larger percent-
age of wealthy persons who are 
philanthropically inclined come 
from the ranks of the baby boom-
ers who are now in the age range 
of 37 to 55.

Entrepreneurs and those with 
significant equity holdings in entre-
preneurial ventures have account-
ed for much of the wealth that has 
been created during the past 20 
years. Traditionally, such persons 
do not engage in philanthropy un-
til later in life after they have re-
tired and “cashed out” their capi-
tal. That is often not from a lack of 
interest, but rather the perceived 
lack of ability to make significant 
gifts from illiquid assets. The capi-
tal they have is a precious com-
modity that was obtained through 
bootstrapping earnings, borrow-
ing, or the sale of equity interests 
in their enterprise.

These persons may also have 
much higher levels of risk toler-
ance than those who manage 
charitable endowment funds. 

They sometimes believe they can 
earn much greater returns on 
their capital than endowment 
managers, and many times they 
are correct.

During recent years, leading in-
stitutions including Cornell Uni-
versity and others, have pioneered 
a concept known as Flexible En-
dowments, Virtual Endowments, 
or other similar appellations. 

Whatever they may be called, 
such gifts typically involve one or 
more of the following features:
 • A donor makes a gift 

commitment of a substan-
tial sum.

 • Annual payments are 
made equal to the charity’s 
opportunity cost.

 • The eventual endow-
ment amount is indexed at 
rate of growth of charity’s 
endowment assets.

 • The commitment is ful-
filled at time of sale of busi-
ness, death, or some other 
agreed upon time.

The term, “flexible endowment” 
was coined to describe the flex-

ibility experienced from the per-
spective of the donor.  The term 
“virtual endowment,” on the other 
hand, is sometimes used to de-
scribe this gift vehicle from the 
perspective of the charitable re-
cipient, as it is the immediate ben-
eficiary of a flow of income very 
similar to what would have been 
enjoyed had the donor transferred 
full ownership to the capital.

Example: John, age 48, is the 
founder of a very successful busi-
ness. He started the business on a 
shoestring 15 years ago. Today it en-
joys a market capitalization of $100 
million. John has sold much of the 
equity in the company over the years 
to raise working capital. He now 
owns $25 million worth of the stock 
and does not wish to further dilute 
his ownership in the company. He 
believes that his shares will grow in 
value rapidly over time and be worth 
more than $500 million in ten years 
when he plans to sell his remaining 
stake in the business and retire. His 
income is now in the range of $2 
million per year. 

John was rated as capable of
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making a $5 million gift to a cam-
paign for endowment. After being 
asked for this gift, he responded 
that he was flattered to be consid-
ered to be capable of making a gift 
of this size, but he did not have 
liquid assets sufficient to fund the 
gift, and he was not in a position 
at this point to take more capital 
out of his company to make it pos-
sible to make this gift, as he does 
not want to decrease his percent-
age of ownership or seem to be 
evidencing to fellow investors a 
lack of confidence in the future of 
his firm. He also believes that if 
he keeps his capital employed in 
his company, his stock value will 
grow at a projected rate of 14 per-
cent annually, twice the 7 percent 
total return anticipated by the man-
agers of the charity’s endowment 
funds.

After subsequent discussions, John 
agreed to fund a flexible endowment 
in the amount of $5 million. The 
terms of his gift are as follows:
 • He makes an irrevocable, 

legally enforceable pledge 
in the amount of $5 million.

 • Each year, John pays an 
amount equal to an agreed 
upon percentage of the flex-
ible endowment amount or 
the actual percentage of en-
dowment spending for that 
year, as agreed upon at the 
time the gift commitment is 
completed.

 • The virtual endowment 
amount is indexed upward 
or downward depending 
on the growth or decline in 
the charity’s endowment as-
sets (the adjustment could 
alternatively be tied to CPI 
or some other index).

 • John agrees to complete 
payment of the indexed flex-
ible endowment amount at 
the end of a specified period 
of time, at a time of his 
choosing, or at his death. The 
pledge is backed by a con-
tingent bequest or other tes-
tamentary gift.

 

Both John and the charity con-
sider this gift commitment to be a 
“win-win” situation.

Looking ahead ten years, if the 
charity experiences a total return 
on its endowment of 7 percent, 
spends 4 percent on programs, and 
leaves 3 percent in its endowment 
funds, John’s “completion amount” 
at that time would have been in-
dexed to $6.5 million. If John’s 
stock grows at an annual rate of 14 
percent, in ten years John will be 
able to complete his commitment 
while netting over $70 million on 
a sale of his stock after payment of 
the pledge balance and all of the 
annual payments over the years. 
Because of the growth rate differ-
ential, it will require just 8.4 per-
cent of his assets to satisfy the 
pledge in ten years rather than the 
20 percent of his assets it would 
require today. If the arrangement 
continued and John’s estate fulfilled 

the pledge at his death in an esti-
mated 25 years, it would require 
less than 2 percent of the antici-
pated value of the stock to com-
plete a pledge that would be in-
dexed to $10.1 million at that time. 
Note that for whatever period the 
commitment remains outstanding 
the charity is receiving payments 
from John each year equal to the 
4 percent of the “endowment” it 
would be spending if the funds 
were in hand. If the flexible en-
dowment is in existence for ten 
years, in addition to the final pay-
ment of the indexed endowment 
principal amount, John will have 
paid a total of $2.3 million over 
time. Over 25 years, John would 
have made annual payments to he 
charity $7.3 million.

In the example above, while 
one may legitimately question 
whether John will actually earn 
14 percent on his capital over the 
years, the fact remains that many 
persons in John’s position believe 
they can return significantly more 
on their capital than those who 
are managing assets for tradition-
al endowment returns. In other 
cases, especially in times of eco-
nomic uncertainty, a donor may 
simply feel they must continue to 
maintain access to their capital. 
While they are not comfortable 
with transfer of underlying assets, 
they may have sufficient income 
to “monetize” their endowment 
pledge from the charity’s perspec-
tive until such time as they have 
the means and/or the confidence 
to completely fulfill their gift.

There are a number of variations 
on the plan outlined above.  As 
noted in the example, the annual 
payment can be tied to the actual 
rate endowment spending of the 
charity, or an initial amount could 
be agreed upon and then indexed 
using the consumer price index 
(CPI).  Likewise, the “endowment” 
amount could be indexed by the 
amount of the change in CPI or 
other index rather than the growth 
experienced by the charity.  This 
removes the effect of investment 
and spending rate fluctuations that 
may occur that are beyond the 
control of the donor.

From a gift crediting standpoint, 
a flexible, or virtual, endowment 
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all the practical benefits it 
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resident in its endowment 

fund. 
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will often be announced as a gift 
for the full value of the commit-
ment, as the charitable recipient 
has all the practical benefits it 
would have if the funds were resi-
dent in its endowment fund. 

Elimination of the estate tax 
would have little impact on this 
gift as it functions as a substitute 
for a current gift. With no estate 
tax, donors would have a greater 
incentive to fulfill the pledge dur-
ing lifetime when income and cap-
ital gains tax savings could be re-
alized, as there would be no tax 
advantage to a bequest and capital 
gains taxes would, under current 
law, no longer be avoided at death 
due to the scheduled elimination 
of the “stepped up” basis at death.

Conclusion
The world we live in is con-

stantly changing. Economic cycles 
come and go. There is perhaps 
no historical precedent for the 
amount of wealth that has been 
created over the past several de-
cades. Some may continue to build 
their wealth. Others may lose a 

portion of what they have accumu-
lated. In any event, short of a com-
plete economic meltdown, history 
tells us that philanthropic activity 
will continue and will in all like-
lihood grow. At the same time, 
demographic realities tell us that 
business and governments both in 
the U.S. and abroad will be hard 
pressed to provide for the needs of 
aging baby boomers at the same 
levels as previous generations. As 
a result, nonprofits and NGOs will 
in all likelihood be called upon to 
do more than in the past.

During more challenging eco-
nomic times the form of charitable 
gifts can be expected to change. 
But regardless of economic cycles, 
there will apparently always be 
those among us who have been 
given to a philanthropic spirit. 
Those persons tend to be among 
our brighter lights, those who for 
whatever reason decide use a por-
tion of the energy they have stored 
in the form of their accumulated 
capital to point the way to a better 
future for us all. One of the most 
rewarding aspects of the role of 

estate and financial planners and 
representatives of charitable in-
terests is the privilege of helping 
these special people accomplish 
their goals in ways they may nev-
er have thought possible. U

Editor’s Note: This article is excerpt-
ed in part from a presentation Mr. 
Sharpe made on the impact of cur-
rent economic and tax law chang-
es at the The American Bankers As-
sociation Trust, Asset Management 
& Marketing Conference in New 
York on January 28, 2002.
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Another Record Year for Bequests 
To Higher Education 

 
The Rand Corporation’s Council for Aid to Education (CAE) reported that 

charitable bequests to American colleges and universities set an all- time record for 2001.  
Bequests to higher education increased 12% over 2000 levels to $2.4 billion.  Bequest 
receipts amounted to almost twice the $1.27 billion reported for the face value of 
charitable remainder trusts, gift annuities, and other deferred gifts.  The $3.7 billion in 
combined planned gifts amounted to 36% of all gifts from individuals to higher education 
for fiscal 2001, the same as the average percentage for the past twenty years. 
 

2000 % 2001 % Growth

Outright Gifts $6,476,339 64% $6,478,968 64% 0%
Planned Gifts $3,602,155 36% $3,705,106 36% 3%

All Individual Gifts $10,078,494 100% $10,184,074 100% 1%

Bequest Receipts $2,182,738 61% $2,437,217 66% 12%
Deferred Gifts Funded $1,419,417 39% $1,267,889 34% -11%

Total Planned Gifts $3,602,155 100% $3,705,106 100% 3%  
 
 

PLANNED GIFT INCOME 
TO HIGHER EDUCATION
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For more information contact Robert F. Sharpe & Company, Inc.  www.rfsco.com 
 



NOTICE 
The preceding article has been 
reproduced by permission of 
Trusts & Estates magazine 

Trusts & Estates frequently publishes 
articles and other materials of 

interest to charitable gift planners. 
For more information contact 

http://www.trustsandestates.com/ 
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