L o#$%88( () * 4 _ , x
' $#&

( !, o ) 1 , , 2F #3$& '3* 34 *
I "# $"%&'
(, 0 (" # 5867 /8 / g * + /8"
"9 ( ) % Yo+
" #3$%%$& 4 * 2 "8 , 2 22 2 , 28
22 + 8 , *
Pt "g " , , 8, ;
/,'0 ) 1- 2-
0
v '3 44 4,0
530 4) 41 4
+*
4 28 2 <
= > <
* 181 <
/ "8 22 <,
? 22
& ", L , 8 22 + * @#4 ?&
& .2 ( - , 8 22 *
, + "8 , ¥ + *@H#A T ?&
7 $%A 8 )
ABB% 2 |, "+ *B A% ", , HAAC&
2 * + 5B ,8, A5 )

%5 ,



Contributors Noncontribubors
Mean 5.0 Mean 5D
# in Growp 1,783 1758
(50% )
Contribution 45 52 0 0
Age 46 14 45 16
Income ($) 48,074 2T, 586 37,582 24,818
Education {years) 16.4 2.4 15.3 2.8
Listening Hours 100,73 6.0 5.00 8.0
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TATLE &
CONTRIBUTIONS OF HICHEST IHCOME OME PERCENT OF TTEMIZERS

{Decembar 191 Diollars]

B [ Number Mean Contritutions as Percent |
of Contributions After—Tax of After—Tax Income
Year | Retuns | Mean | Median | _Income Mean | Median |
{percent)

1979 209,317 $20166 35,594 $436,158 6.2% 1.9%
1580 228,753 325,858 $5,200 3399211 §.5% 1.9%
1981 249974 $il,a47 35,628 $400,473 1.9 2.1%
1082 245111  $24,399 85337 5483563 5.0% 1.8%
1983 255648 §36,075 X6, 064 FI2E 344 f. B0 1.8%
1984 268241 §2R252  §5673  5565,883 5.0% 1.6%
1985 281,083  §3514 $6,423 608,213 5.8% 1.7%
1986 205104 346,104 37,442 $905.083 5.1% 1.4%
1937 04,775 $27,551 55,037 $611,133 4.5% 1.2%%
1958 30781 $28.196 33382 $86L,1M 3.3% 0.9%
1989 314,058  $29,600  $5,547 $814,577 3.6% 1.0
1990 115473 $27.920 5,676 $784,778 34% 1.1% ]

Molen:

The latle ingludes the aoe percant of retumma with ibamized deduckions with the highest befors—tax Adjuatad

Ciroas Inecmne ady

s that it deflpition dosd nat change SCTEME YRArE.
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TABLE T
ACTL AL BEDUCTIBLE CONTRIBLTFIONS OF TTEMLUIERS COMPARED TO

FREDICTIONS OF 1378 CROS3-SECTION REGRESAION ESTIMATES
[Tabulatlone From Satistles of Inenme Cross Secilonn, Decymber 1081 Dhollars!

 Micen DEGuLIBIC FOptAbULoS By WEOUzErs
Boselines, ks | efMect
chEnEE in differerme i

FefCEmage Predicicd Mean Mern Mean
o tax price, mfver =t wr | M Pereend | family
Year | _ima pwice® | Actuml | feoms basenoe | =011 clasrboly|  meawme® | price ) Age | mupmed| eize
atl ; p—
199 11,776 31, TT6 0.0% LT ) 5z A5 PRTL +3 b ] 4.1
I9EL 1090 51,789 57% 3 3% Z4TEST  ShAD frl TG 11
1983 LA §1.920 17.9% — o AGETE  ZOUT4 43 TS % 29
1985 3, T 5L.900 B 5% —d, T8 $53 0% FOTS A4 Ti% .9
1585 51 Emm %1,0440 2,796 —8. 2% E5TAES  KILTH [ % )
: Fri—tax Intcodis: 520 000 wnder $30,00:0 -
197% 30 I0E 51,118 LLIL ] 0,09% £ 671 T 40 Ti% an
1581 %1119 LT — G4 A.9% 35T SO0.TS 43 1% 3a
1983 1,054 51,172 11.2% —129% 5301y HLTY L] 6T L8
INHA 51085 1,143 il — A 3300m S0hBk *ZT LE- z.7
19499 30,000 51,210 43k —3.5% fAzEHE  FLARR e Rl .3
Fro—iLzs lncome; $50,000 ander T1HE0,00
97e 51,545 §1,545% 0% LT 156332 POrG6E a3 bl
- 15l 1T 51 650 L L3 B.5% 32T 2053 4 0%
1943 3= 51 48% 11.5% =1.1'"% 550 JOGE L] B9
15H % 31,512 11,651 11.9% —Z2. %% 5T A3 BO.AY aa L1
1984 ¥1.550 31,128 11.5% - 4% At fc - B i 45 a2T%
Pre— bk Ineoemsss $100,000 wrvder FI000 ML - . .
1949 L3752 53,252 .0 0.0% 10,276 052 B ] g1%
1981 5 L] 34,000 26,59 O Foa_17T BT 1 Lol
L9E3 53,2 Su 105 273 —105% 103348 30 5D B
1985 13,113 53 MG o5 - 14 5% TIHLSTE  30ED a9 E996
1089 53,050 53310 B.5% - X50% S105451 F0.6H E ] BE%
Pre— s ipeeana:  EN00000 aoder 3T 000,000
1970 Bib 0 %01,104 LLiL ] B0% FZ1TF7XET B 53 %
1981 51104 1517 3439 ~0.3% EIZA, 186  $0.d4 54 TR
L3 Siia9d 515905 30.1% —2% LA A4 RO 54 53 BT
1985 §171,447 ZF13TSY 2% —29 2 $255 700 MLEG 5% B3
199 £11 4508 3B 474 —2T5% — 3N FETHIME  FO0SF hr ] Bats
Pre— it {peoone: 51,000,000 or maro :
1970 $133,83T a13anaat L% DO 51,7470 BT =7 B2
1541 12 E21 3T64 472 AL —170% A1,HTAM 30aT £l AI%
LB 140, TER 125261 — E1.0% —28.7% 531,895 T8  HL5E = a5%
1935 31424613 E105,179 = M6 A - R 510659 845 MG LT B&
1045 1134.2%3 1EL113% — 0T —A339%  FLoGA0EE  J0u6 L5 B59%
Bacen:

1 Enxeline predicied wing stiual chan pst L oon = LR (' sc warimricy, based on 1974 roar — secthom pleameder
estimates from a logerit hmic regresson, Estimaacd pocliclans of v o hm of afler—ia LMD, w8,
AEE— Sguancd, merital atetua, and femily siec were 6T, 0005, — 00007, 0.2%, and (14, carpeetively.

? Tuy price cled iy e+titoaeed Enom P97 oriaz-= sectoon fepression. This column meatures the perecmage
changs Te(sivs Lo [BE Baseline fesuliing [Toem 1he cham g in ihe tax price froe en 19 ieval
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Do Government Grants to Private Charities Crowd out Giving or
Fund-Raising?

James Andreoni; A. Abigail Payne

The American Economic Review, Vol. 93, No. 3. (Jun., 2003), pp. 792-812.

Economists have long observed that crowding out of government grants to private
charities is incomplete. The accepted belief is that givers treat the grants as
imperfect substitutes for private giving. We theoretically and empirically investigate
a second reason. the strategic response of a charity will be to reduce fund-raising
efforts after receiving a grant. Emploving panel data from arts and social service
organizations, we find that government grants cause significant reductions in
fund-raising. This adds a new dimension to the policy discussions—analysts should
account for the behavioral responses of the charity, as well as the donors, o
government grants. (JEL HOO, H32, H50)
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(2) Ui, = u;(x;, C;; ‘Eij)!

where utility exhibits the single crossing prop-
erty with respect to €,;:

du;(x, C; €;)/eC _ du;(x, C; €,.)/0C
du;(x, C; €;)/9x — du;(x, C; £,)/9x

if‘E’;jE‘E“.
* + ,
*4 8 * 22
8 *8 "8 2
=8 * - K)4I 6
V= Cj(ﬂi} — 5,6,
* Q 2 "8 , D 8

J’Tl = 1. (0,, 6,; G,)

¥y351 = f2:1(0,.0;3; G;)
/8 * 8 * ¥ 2 H" 41"
where Cj(ﬂj, By; Gj) is the equilibrium out-

come of the subgame among givers. This will
lead to best-reply functions by the charities of

with d67/96, < 0, and 46%/9G, = 0.

These derivatives of the best-reply function

can be gleaned from a total differentiation of
(3). Note that

67  9°C;/86; 06,
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It is also easy to see that d03/9Gj = 0. In
particular, by total differentiation we know that

doy  8'C/a8, 3G,

dG,  ¥Clae -
Since individuals will be “crowded out”™ by gov-
ernment grants, we know that when they are
solicited they will give less when G 15 hagher.
Hence, a°CjlafjaGj < 0 and d0j*/dGj = 0.
This yields Proposition 1.

PROPOSITION 1: As government grants to a
charity increase, fund-raising efforts by that
charity will decrease.

PROPOSITION 2: If the government increases
its grant to a charity, the total level of charira-
ble services will alwavs rise, although not by
the full amount of the grant. This is due to a
combination of reduced fund-raising and clas-
sic crowding-out,
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FIGURE 1. EQUILIBRIUM IN A MODEL OF FUND-RAISING
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TABLE 1—5UMMARY STATISTICS

Mumber of  Mumber of Mean Standard
firms observations  (51,000s)  deviation CV  Median  75th percent

Arts ofganizations 233 2417
Fund-raising expenditures 6369 9504 149 3588 RIS
Professional fund-raising 157 1,667 483 1325 294 o 343
Officers' salares toward 114 1276 289 6.2 195 o 339
funid-raising
Others’ salaries toward 212 2,180 2530 A 123 1649 136.7
fund-raising
Private donations 61027 11,0325 1Bl 27T0E TR0
Government granis 1,256.3 30es3d 244 e W2
Program service revenle 4.530.1 TH40 172 14874 53338
Donations + gramis 73590 124089 169 35099 B.B44.7
Donations + grants + service 11.898.1 17,7635 149  6,099.3 14,743.6
Social service organizstions 534 4954
Fund-raising expenditures 3500 10596 295 104.2 3134
Professional fund-raising 267 2,720 34 132 444 0o 4.0
Officers” salares towarl 247 2.565 .1 M1 169 oo 7.0
fumd-raising
Oithers' salaries toward 451 4,383 1284 |S 226 21.1 131.1
fund-raising
Private donations 24307 61869 2155 60353 289
Government granis 2,156.6 52328 3m2 145.0 11508
Program service revenue 46438 119408 257 7170 43043
Donations + grants 45873 104000 0 2327 14318 4,005.8
Domations + grants + service 92311 164928 L7 368310 95602

Motex: All dollars are constant ($1996) and reparted in thousands. Private donations cover donations from all private sources;
povernment grants cover grants from all levels of government (excludes mondes pecedved from govermment contracts), OV =
Coefficien of Varistion = Standsrd Devistion/dean.
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Ill. Empirical Specification

We use the data to test Proposition 1. We
utilize the following empirical model:
{4} Fig = L + Tr + ﬂGm'

LETS

+ Dls:ﬂ + + Esr';" + Er}

where F is the real level of fund-raising expen-
ditures spent in year ¢ by nonprofit i located in
state 5, (7 is the real level of government grants
in year t received by the nonprofit, O is the
vector of revenue and/or expenditure measures
at the nonprofit level, and Z is the vector of
economic, demographic, government transfers
to individuals, and/or political measures for the
state in which the nonprofit is located. We es-

S 2 * "8 , n - " 42 ,

TaBLE 2~RELATIONSHIP BETWEEN FUND-RAISING AND GOVERNMENT GraxTs, QLS

Aris organizations Socinl service organizations
Dependent variable QLS Tohbit OLs Taobit
Fund-raising expendinures (L) (2} (3 {4)
Giovernment funding (51,0005 L339 1116 732 7.11
(5. 500 (4.05) (2.73) (1.57)
Program revere (51 000k] 1834 18.62 11.96 1201
(6150 (3,001} (3.03) (0.73)
Dues and fees (51 ,000s) 120 21300
{50 16) {16.58)
Investment securities 204 kLY 085 — 0,y
[heginming of year, 51,(Ks) (05 ) (0.30) (0.86) (1,149
Ausistance f0 mdividuals (51,000s) 5016 506
(E.E8T) {T.Th
Foslalisise on slale Soonomic measures 1.8% 1.55 200 .56
[ pr-value) (L) (0,16} 001y {0000
F-statistic on state political measures 231 1.85 153 1M
[ p-walue) (003 (0.08) (02 {03y
F-statistic on stabe transfer measures 082 1.22 1.5 1.36
[ pevalue) (IL55) (0,29 {0,500 {23
» 08728 09194
Fized effects Organization Organization Organization Orpganization
ard year and year and year arel year
Mumber of observations 2417 2417 4,954 44954
Mumber of firms 233 X33 534 hEx]

Nates: All regressions incorporate organization and year fixed effects. All numbsers in parentheses are robust standard errors
unless otherwise noded. & bold cosfficient is significant at p < 0,05, Economic, political, and transfer measures. are at the
state level, Beonomic measures; real per capita income, state unemployment rate, percent of population berween 45 and 59,
percent of population between 60 and &4, percent of population over 65, and sate population, Political measures; percent of
members in site wpper legislabore thal are democratic, percent of members i state lower beglslare that are democratic,
mucasure of political competition in state kegislare, dummy varizble equal w ope if state govermor is democratie, percent of
members in 5. House of Representastives that are democratic, number of LS. senators thet are democraric. Transfer
measunes: paymends to individoals for retirement and disability, Medicare. Medicaid, income maintenance (e.g.. 551, AFDC,
food stamps), unemployment insurance, and velerans’ benetits,
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