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ABSTRACT
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55-percent increase was found; this outpaced inflation. Since 1989,
higher education increases have averaged only 2 percent per year. In
1994, 28 percent of voluntary, higher education contributions came
from alumni, followed by nonalumni (23 percent), foundations (21
percent), and corporations (20 percent). In 1994, 72 percent of
higher education support was used by institutions of higher education
for current operating expenses such as salaries and student financial
aid. It is concluded that individual donors are a major source of
support that must be cultivated in the currently graduating
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Philanthropic Support for Higher Education

hilanthropic gifts are an impor-
tani source ot income tor col-
leges and universities,

accounting tor nearly 7 percent of
their annual revenues. Between 1980
and 1994, philanthropic support for
higher education grew from $3.8
billion to $12.4 billion, at an aver-
age annual rate more than 4 percent-

age points higher than inflation
(8.8 percent versus 4.3 percent).

When adjusted for inflation, support
for higher education increased by
55 percent. from $8 billion in 1980
to $12.4 billion in 1994.

This brief examines the trend of
voluntary support for higher educa-
tion between 1980 and 1994. How

does philanthropic support for col-
leges and universities compare with
support for other charities'? How has

the level of support changed over
time? Who are the major donors?
How are philanthropic dollars used
by higher education institutions'?

This brief uses national esti-
mates of philanthropic support for
higher education that are based on

Nanc y I. thorion formerly was a Research
r1a1551 with the Division of Policy Anals

sis and Resean.h at die American Council
on &location and turrenth is a consultant
in Washington. DC

NANCY 1 HORTON

data from the Council for Aid to
Education (CAE) annual survey.
Valuators Suppot t of Educ anon

CAE estimates that its annual survey
collects data on about 85 percent of
the total voluntary support received
by colleges and universities in a
given year. National estimates of
philanthropic support for all other
sectors (except higher zducation) are

derived lrom data presented in Giv-
ing U.SA /995, an annual publication
of the American Association of
Fund-Raising Counsel (AAFRC)
Trust for Philanthropy.

All figures for the philanthropic
support for higher education are in

constant 1994 dollars. having been

deflated by the Higher Education Price

Indcx (HEP1). HEP1 measures average

HIGHLIGHTS

0 Higher education institutions
received $12.4 billion in chari-
table donations from individu-
als, foundations, corporations,
and other nongovernmental
organizations in the United
States in 1994. This accounted
for approximately 9.5 percent
of all tax deductible contribu-
tions, which totaled $129.9
billion that year.

0 Between 1980 and 1994, total
charitable giving i creased
ti 26 percent in 'nflation-
adjusted dollar , from $103.2
billion to $129.9 billion. During
the same period, charitable
support for the nation's
colleges and universities
increased by 55 percent,
from $8 billion to $12.4 billion
(constant dollars).

3

0, Adjusted for inflation, philan-
thropic support for higher educa-
tion grew by an average of 5
percent per year from 1980 to
1987, then dropped by 7 percent
in 1988. Since 1989, increases in
giving levels have averaged only
2 percent per year.

0 Voluntary contributions to
higher education in 1994 came
from the following sources:
alumni (28 percent), nonalumni
(23 percent), foundations
(21 percent), corporations
(20 percent), and religious and
other organizations (9 percent).

0 Almost three-quarters (72 per-
cent) of the 1994 support for
higher education went to cur-
rent operating expenses such
as salaries and financial aid.



changes in the costs of goods and sen ices that colleges and

univeisities purchase. Figures would be slightly higher if

deflated by the Consumer Price Index (CPI).

Trends in Philanthropic Giving

In 1994, American indiv.auals, foundations. corporations.
and other nongovernmental organizations donated an esti-
mated $129.9 billion to organizations for which contribu-
tions are tax deductible. Approximately 9.5 percent of these
donations ($12.4 billion) were given 10 higher education

institutions.

1 Religious organizations received the largest share of
charitable gifts (45 percent), followed by education
groups (13 percent ), human services entities (9 per-
cent ). and health organizations (9 percent ) (Figure 1

Nearly three-quarters (74 percent ) of the charitable
gifts to education were given to colleges and universi-
ties ($12.4 billion out of $16.7 billion).

Between 1980 and 1994, total charitable giving
increased by 26 percent in constant dollar terms. from
$103.2 billion to $129.9 billion. During the same period,
support for higher education grew more rapidly, ri ang by
55 percent, from $8 billion to $12.4 billion (Table I ).

Support for education (elementary, secondary. and
postsecondary) increased by 59 percent in constant
dollar terms, from $10.5 billion in 1980 to $16.7 bil-
lion in 1994. This rate of growth was surpassed only
by giving to public society/benefit organizations (in-
cluding public policy, community improvement, scien-

I I

I

' I "

In this report, "philanthropic support for higher
education" includes all private gifts, grants, and
bequests received by higher education institu-
tions. This support includes gifts of cash, securi-
ties, real estate, and company products from
individuals (alumni and nonalumni), corpora-
tions, foundations, and religious and other non-
governmental organizations. It excludes income
from the institution's own endowments and other
invested funds; support received from federal,
state, and local governments and their agencies;
and all contract research.
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Wic research, and civil rights organizations), which
increased by 97 percent (from $3 I billion to $6_1
billion) during the same period.

Voluntary Support fop Higher Education

In 1994, colleges and universities received $12.4 billion in
philanthropic support from individuals, corporations. foun-

dations. and other nongovernmental sources.

Between 1993 and 1994, voluntary support for higher

education (in constant 1994 dollars) increased by nearly

7 percent, from $11.6 billion to $12.4 billion, during a

period when institutional expenses rose by 3 percent and

enrollment (hill- and part-time) increased by 1 percent.

When adjusted for inflation, 1.oluntary support for
higher education grew by an average of 5 percent per year

between 1980 and 1987 from $8 billion to $11.5 billion

Figure 1

Distribution of Philanthropic Contributions, 1994
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SOURCE: AAFRC Trust for Philanthropy, Giving USA 1995. New
York: AAFRC.
NOTE: "Other" includes International Affairs (1.7%). Environment/
'Nildlife (2 7%); and Unclassified (7.4%). "Education- includes
contributions to public and private colleges and universities. el-
ementary and secondary schools, alumni associations, special
scholarship funds, nonprofit trade schools, and other educational
institutions. About 74 percent of those funds were for higher
education
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and then dropped b 7 peiLent in 1988 to ',I() 7 billion
Since 1989. increases in gising le els haLe aS eraged oul

2 percent per ear (Figure 2).

ing les els soared in 1986. in pail because

changes in tir. la \N increased the cost of indi% idual

gins to charities. For eample. a `1+ I gilt that had a
real cost of onl :incents to donors in the highest

tax hi aL ket iii 1986 Lost 67 Lents in 1987 (Worth
1993 ).

1k The performance ol the stock inarket. as measured h)

the Nev York Stock Exchange Index. is a short-term
predictor of voluntar) support. A 1988 drop in support
has been attributed in part to the October 1987 stock
market crash (Corporate Suppor! of Education. 1993).

Table 1

Growth of Philanthropic Support by Use, 1980-1994
Total Support (in billions)

1980 1994
Percent
Increase

Education $10.51 $16.71 59.06
Higher Education 8.01 12.35 54.18

Religion 47.08 58.87 25.03
Health 11.31 11.53 1.94
Human Services 10.40 11.71 12.60
Arts/Culture 6.67 9.68 45.09
Public/Society Benefit 3.09 6.05 95.65
Other 14.15 15.33 8.35

TOTAL $103.21 $129.88 25.84

SOURCE: CAE. Voluntary Support of Education. 1994. New York. CAE. AAFRC. Giving USA 1995 New York: AAFRC. Also. U.S. Deparlment
of Education. National Center for Education Statistics. Digest of Education Statistics. 1994. Washington, DC. Government Printing Office

NOTE: All data are in constant 1994 dollars "Other" includes Environment/ Wildlife, International Affairs, and other unclassified sectors. Higher
education data are adjusted for inflation using the Higher Education Price Index. Data for all other sectors are deflated by the service component
of the Gross Domestic Price Index

Figure 2

Trends in Higher Education Giving, 1980-1994

4 t
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0 1
1980 '81 '82 '83 '84 '85 '86 '87 '88 '89 '90 '91 '92 '93 '94

4-

Current dollars o Constant 1994 dollars

SOURCE: CAE. Voluntary Support ol Education. 1994. New York CAE Also. U S Department of Education. National Center for Education
Statistics, Digest of Education Statistics. 1994. Washington. DC Government Printing Office.
NOTE Data are adjusted for inflation using the Higher Education Price Index
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Figure 3

Sources of Contributions to Higher Education, 1994
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Individuals Individuals Organizations

SOURCE. CAE, Voluntary Support of Education. 1994. New York: CAE.

NOTE: "Other" includes fund-raising consortia, clubs, and unions

Other

Sources of Dona'Aons

Individuals Conti ibuted the largest share of support to higher

education) (51 percent) in 1994. fcillowed hv foundati( ins

( 21 percent ): corpirations (2( I percent): other organi/atuins.

such as fund-raising consortia. clubs. .nd unions (7 percent):

and religious organi/ations (2 percent) (Figure 3).

Indiliduals (alumni and nonalumni)
In 1994. alumni contributed more than 28 percent of

the total support for higher education). w bile nonalumni
contributed 23 percent. Alumni hike Os en more philan-
thropic support than nonalumni every year sii.ce 1980

e \cent in 19841.

11 01 the total indisidual gifts of $6.2 billion gis en in
1994 alumni contributed 55 percent 1 $3.4 billion).
lkhile nonalumni contributed the remaining portion
(45 percent. or $2.8 billion). These percentages are

roughly the same as they w eie in I 9 8 .

Between 1990 and 1994. alumni giving in comstant dollar

terws increased by an average of 4 percent per year. while

nonalumm giving grew by only 2 percent per year.

(he! the 1980 1994 period. alumni gising increased
hy an aserage of 4 percent per ,'ear in constant dollar
terms. from $1.9 billion to $3.4 billion (Figure 41.
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0 In general. the growth in individual gis ing during
the past two decades has been the result of an in-

crease in the number of contributors rather than of'
larger as erage gifts. Since the early I 980s. the growth

in alumni contributions has closely followed the in-
crease in the national alumni base ( Voluntary Sumuirt

I.:.(lucalion. /993). M,erage alumni gift sife
in constant 1994 dollars). on the other hand. hardly

has changed.

Corporate Giving
Contributions (in constant 1994 d.)11ars) to higher edu-

cation by corporations and their foundations increased by

1 percent in 1994 to an estimated $2.5 million. Estimates
of corporate contributions to higher education include those

made by companies to their own foundations as well as
those made hy companies directly to charitable organila-
lions. This small increase followed a 2 percent decline in
1992 and a 3 percent increase in 1993, and continued a

pattern of slow growth in corporate charitable contributions
that hegan in the mid-1980s (Figure 41.

11 Bets% een I 956 and 1994. corporate donations to higher

education barely kept pace with inflation, increasing in
constant dollar terms hy an average of only 0.5 percent

per year. This pattern stands in marked contrast to the
unprecedented aserage annual increase of 10percent

that was posted between I MI and 1985.



0% er the entire 1980-1994 period i.. oi pirate contiihu-

tions to higher education (in constant dollars) grew by
an average of 3.9 percent per year. This rate of growth
exceeded that for all other donor groups with the ex-
ception of alumni contributions. which grew an

a\ erage of 4.2 percent per year.

The share of corporate support pro\ ided by matching-
gilt programs was 8 percent in 1993 and 1994. The average
match increased slightly . from $308 in 1993 to $317 ti

994.

Independent institutions receive a higher percentage

ot corporate matching dollars than public institutions
because matching dollars are driven by individual
gifts. which are much greater to independent institu-
tions. Matching gift dollars are particularly importint
to independent liberal arts colleges, accounting for

pei cent of corporate gifts to them in 1994.

Over the 1980-10''4 period, corporate voluntary sup-
port for public institutions increased by a yearly average ot

13 perient v. hile support toi Independent insmutions

increased by an a \ erage of 7 percent per year.

0 Corporate voluntary support of public institutions
increased significantly in the 1980s, as public institu-
tions began to compete for nontraditional sources of

revenue in response to diminished state and federal

funding.

Foundation ing
Foundatic,, (in constant 1994 dollars) rose

by about 9 perce.: oetween 1993 and 1994, climbing from
$2.3 billion in 1993 to $2.5 billion in 1994. Over the entire
1980-1994 period, foundation giving rose by 32 percent,
Iron] $1.9 billion to $2.5 billion (Figure 4).

Foundation support for higher education dropped
off suddenly in the earl) I 980s, when government

cuts in social programs increased the demand for
private funding for social-service projects (Worth.
1993). But that trend was short-lived, as foundation
giving to higher education revived and grew steadily

Figure 4

Voluntary Support for Higher Education, by Donor Type: 1980-1994

1.0

0.5 -I-

0.0
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r

'81 '82 '83 '84 '85 '86 '87 '88 '89 '90 '91 '92 '93 '94

Alumni

-o---- Other Individuals

---0 Corporations

-4,-- Foundations
Other

--Air- Religious Organizations

SOURCE. CAE. Voluntary Support of Education, 1994. New York CAE
NOTE: All data are in constant 1994 dollars. data are adjusted for inflation using Vie Higher Education Price Index "Other" includes fund-raising
consortia. clubs, and unions.
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1ton, 1984 to 1994. a\ eiaging an iny lease 01 4 pelLent

per year in constant 1994 dollars.

Religious and Other Organizations
Iii coniparison v ith the other sources of higher educa-

tion support. donations from religious and other organiia-
lions (such as clubs, unions. and fund-raising consortia)
remained rains ely flat in constant dollar terms oyer the
980- 1994 period, reflecting two Lountervading trends

(Figure 41.

Donations from religious organi/ations declined by
27 percent in constant dollar terms, from $327 million
in 1980 to S240 million in 1994. Since 1980. donations
hay e declined by an ay erage of 2 percent per year (in

constant dollars).

ing by other organi/ations climbed by 40 percent.
from S609 million in 1980 to $850 million in 1994
(constant dollars). This represents an aYerage increase

of 2 percent per year in constant dollar terms.

Distribution of Contributions

In 1994. 72 percent of the philanthropic support for higher
education was earmarked for current operating expenses

such as salaries and Iimincial aid. The remaining portion
was earmarked for capital purposes, which include
endow menk. buildings. propert. and equipment
(Figure 5).

10 The share of restricted gifts for current operations
exceeded the share of gifts for unrestricted current
operations by about nine to one (65 percent yersus
7 percent). Restricted gifts are donations in which
the donor specifies how the gift must he used by
the college or unikersit,..

The most popular designations for restricted current
operation donations were academic diY isions. financial

aid, and research.

) Y er the 1980-1994 period, the percentage ol

gifts used for capital purposes (in constant 1994 dollars)
chinbed. from 41 percent in 1980 to 46 percent in 1994.

I Gifts made for capital purposes in 1994 increased by
1)) percent in constant dollar terms over 1993, from
S5.1 billion to $5.6 billion. This is compared to a
3 percent increase in gifts for current operations

( from $6.5 billion to $6.7 billion).

() er the entire 1980 1994 period, gifts for capital
purposes increased by 70 Percent in inflation-adjusted
dollars (Irom S3.3 billion to $5.6 billionh while gifl

Page 6 American Council on Education, Research Brkf

Figure 5

Distribution of Reported Contributions to
Higher Education, by Purpose: 1994

65°0

Current Operations: Restricted

Capital Purposes: Property, Buildings, & Equipment

Capital Purposes: Endowment, Income Unrestricted'

Capital Purposes: Endowment, Income Restricted-

Current Operations: Unrestricted

SOURCE CAE, Voluntary Support of Education. 1994. New
York: CAE.

NOTE: Based on the responses of 992 institutions that re-
sponded to the 1994 CAE survey. Chart does not include loan
funds, which account for 0.3 percent of the gifts for capital
purposes.

' Income generated from contributions to endowment funds is
unrestricted.

* Income generated from contributions to endowment funds is
restricted.

for current operations increased by 43 percent ( from

$4.7 billion to S6.7 billion).

lit Since 1980. increases in gifts for capital purposes
hay e mirrored increases in the New York Stock

Exchange Index. w hile gifts for current operations

has e followed changes in the Gross Domestic Product
t .ohtutars N.uppral Pl hhif (Ilion. /993).

Conclusion

Between 1980 and 1994. \ oluntai tipp )11 cdtica

non rose nearly eY cry year. oulpaeing fuoilu iiitliiiu in and the

gross th in charitahle contributions to most other sectors (lithe

nonprofit community . More than one-half of this charitable



support was piovided by individual alumni and nonalumni

contributors, making them the largest supporters of higher

education. The likely continuation of recent trends will make
individuals a very importam source of charitable support kir

colleges and univers.(ies in the years to come.

Over the next 20 years, our nation will undergo the

single largest transfer of wealth in its history, as an estimated

$8 trillion is transferred from parents' estates to their adult

children (Giving USA, 1994). In light of this unprecedented

event, one of the biggest challenges for college and

university fund-raisers in the coming decades will be to

cultivate relationships with this new generation of donors

and to encourage them to include higher education institu-

tions in their giving.

Resources

I. The American Association of Fund-Raising Counsel
( AAFRC) Trust for Philanthropy publishes Giving

USA, an annual report on philanthropic giving.
Each report examines data on the growth of
philanthropy and changes in the sources and uses

of charitable contributions over time. For additional
information, contact the AM-RC Trust for Philan-
thropy, 25 West 43rd St., New York, New York
10036, (212) 354-5799.

2. The Council for Aid to Education (CAE). foimerly the
Council for Financial Aid to Education, conducts an

annual survey of elementary. secondary, and higher edu-

cation institutions lo obtain information on the amounts.

sources, and purposes of private gifts, grants. and be-

quests they receive. The survey has been conducted

since 1954-55 and is estimated to collect data on an

average of 85 percem of the total voluntary support re-

ceived by all colleges and universities each year. A total

of 992 public and independent institutions responded to

the 1994 survey. Prior to 1989-90, the report was a single

volume. In 1989-90. it was divided into two volumes:

( I I Institutional Data, which contains 29 data elements

on each partiLipating school, college, or university. and

( 2) National Trends, which contains national estimates

of charitable support kw higher education and an anal.vsis

of the survey results. For further information, contact

the Council for Aid to Education. 342 Madison Ave..

Suite 1532. New York. New York 10173. (212)
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