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Who is Giving and Who is Geftinge

Charitable Giving in Mercer County, New Jersey

Introduction

Americans gave nearly $316.23 billion to charity in 2012." People donate for different
reasons: to support schools and colleges, hospitals, and churches; to encourage scientific
innovation through universities; and to foster social change through community-based
organizations. We understand a good deal about why Americans donate, however, we lack an
in-depth understanding of how the philanthropic sector operates. Specifically, we recognize
much less about how our donations are used to further the causes we believe in. In this
report, we attempt to shed light on the philanthropic sector in the United States.

Despite the resources dedicated to philanthropy, not much is known about how the sector
works. According to the IRS, over 38 million people claimed at least one charitable contribution
on their tax return in 2011.2 We know the amount that Americans donate, but we know little
about what happens to these resources after the donations have been made by institutions
and people. Where does the money go? How efficiently are these gifts used? Are these gifts
used according to the donors’ wishes? The answers to all of these questions are not mandated
by law to be answered, yet billions of tax exempt dollars are being funneled into this sector
yearly on the assumption that they are being used for “good.”

Philanthropy experts have asked how non-profits, charities, and foundations use the money
gifted to them. During our research, many more questions were raised than answered, as well
as problems stemming from the lack of data available to the public about these organizations.
However, before we delve into specifics to answer these questions, a more basic question
stands: why do people give?

To better understand why people give, a look at the history of charity and philanthropy

is useful. Charity began as a Christian practice, dating back to the early settlers. These

Puritan settlers used charity as a means to serve others. The purely religious element of

giving changed later in American history, however, with the creation of large philanthropic
institutions.®> Wealthy businessmen, such as Andrew Carnegie and John D. Rockefeller,
created these institutions to advance culture, academia, and provide services to the poor and
needy. Not only did the formation of these institutions give rise to the philanthropic sector in
the United States, it led to closer collaboration with government. Since the early days of these
foundations, the philanthropic sector has grown in both size and economic significance. Today,
the nonprofit sector is one of the top three employers in the United States, following retail and

1 “Giving USA: Charitable Donations Grew in 2012, but Slowly, Like the Economy”. Web. 28 Apr. 2014.
2 “Congressional Budget Office.” Curtail the Deduction for Charitable Giving. Web. 04 May 2014.
3 Zunz, Olivier. Philanthropy in America: A History. Princeton, NJ: Princeton UP, 2012. Print.




manufacturing. Philanthropy has grown to play an increasingly important role in bringing about
social change.

For years there has been debate about the reformation of social welfare policies. In light of this
debate and the changes in policy, private charitable activity has begun to play a role in “reviving
troubled neighborhoods and assisting individuals who cannot make it on their own.”  Despite
the increasing importance of philanthropy in addressing social issues, the system remains
deficient. One critique of the current system is that far too little charitable giving is targeted at
the communities with the greatest needs. Nonetheless, charitable giving has a great potential
in positively affecting social hardships, if utilized effectively. Unfortunately, optimal practices

are not easily attainable. This report aims to establish a foundation for a more comprehensive
understanding of current philanthropic practices, current trends in giving, and mechanisms to
improve the system.

To contribute to the assessment of the current philanthropic system, this report will look at the
charitable giving operation in Mercer County, New Jersey. Our goal was to answer some of
these questions and achieve a better understanding of the philanthropic sector, the manner of
funding, and what specific causes funding supports. This is as commissioned by the Rutgers
University's Edward J. Bloustein School of Planning and Public Policy in cooperation with Isles,
Inc. of Princeton, New Jersey and the Mid Jersey Chamber of Commerce of Mercerville, New
Jersey.

This report explores demographics in the region in an effort to provide a clearer picture of the
social and economic dynamics in the region. We will look at giving trends in the United States
as well as giving trends in both New Jersey and Mercer County. The purpose of this report is to
explore trends in the current charitable giving system, to shed light on its effectiveness, and to
inform future research.

4 Alexander, L. (1997). The New Mission for Philanthropy. (Cover story). Policy Review, (85), 46.
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Limitations and Parameters of the Study

During our examination of the charitable funding streams in Mercer County, the research
team encountered three major limitations. The first was the lack of access to individual giving
information. While aggregate data is available on contributions from individuals, we were
unable to find specifics on contributions under $1 million. The second major limitation we
faced was the parameters of the Foundation Center® data. The Foundation Center has the
most reliable information detailing funding inflows and outflows as they relate to nonprofit
organizations; nonetheless, the data is still less than complete. The third data constraint we
encountered was the lack of information about religious giving. This is particularly significant
because of the substantial amount of charitable funds that support religious giving. In large
part, this is due to the United States government not requiring the reporting of grants and
donations by religious organizations. These limitations are compounded by the fact that there
are not enough reporting measures within the philanthropic system.

Although these challenges restrict the detail of analysis in this report, we are confident that the
conclusions of this study will have important practice and policy implications. Furthermore, it is
our hope that the analysis generated within the described parameters of this study will set the
stage for future thought, interest, and research in the field.

The Landscape of the Nonprofit Sector

Four distinct sources support philanthropy: individuals, corporations, foundations, and bequests.

Figure T Individuals overwhelmingly lead. According to the Foundation Center, in 2012 72 percent
U.S. Non-Governmental Charitable ($227.68 billion) of private giving came from living
:fép';ﬁr;';:?ﬁ Contribuitions (2012) individuals. Foundations accounted for 15 percent
6%,

Bequests ($47.43 billion) of all giving. Corporations contributed
- an additional 6 percent ($18.97 billion). The remaining

7 percent ($22.14 billion) of contributions came from
individuals after death in the form of bequests, as
shown in Figure 1. Corporate foundations are classified
as foundations and not corporations; these contributions
go to 501(c)(3) and 501(c)(4) organizations.

According to the IRS Code, 501(c)(3) and 501(c)(4)

5  The Foundation Center is the leading source of information about philanthropy worldwide.
“Philanthropy | Non-Profit Services | About Us | Foundation Center. Web. 04 May 2014.




organizations are nonprofit organizations that are exempt
from paying federal income tax. 501(c)(3) organizations
take the form of either a public charity, private foundation,
or private operating foundation with open membership.
501(c)(4) organizations are civic leagues or associations
that are operating exclusively for the advancement of
social welfare or local groups of employees with limited
membership.® According to the Urban Institutes’ National
Center for Charitable Statistics, 1,831 501(c)(3) charities
operated in Mercer County in 2013,” the fourth

highest county in New Jersey behind Essex, Bergen, and
Monmouth counties. When the number of 501(c)(3) and
the 501(c)(4) organizations operating in Mercer County
are combined, we find that Mercer has the second
highest in the state, only behind Bergen County.

The 1,831 501(c)(3) organizations in Mercer hold $29
billion in assets, the highest by far in New Jersey. More
than $20 billion of these assets are held by Princeton
University; however, even after removing Princeton
University's assets from the figure, the remaining 501(c)
(3) organizations in Mercer County hold $8.2 billion in
assets. This is still the highest in the state.

Mercer County: Demographics

When analyzing the demographic data provided by the
Census Bureau,® we found that on average, both the
state of New Jersey and Mercer County are wealthier
and more educated than the nation as a whole. Both
New Jersey and Mercer County have higher annual per
capita income and median household income, as well
as lower poverty rates. As shown by Figure 2 and Figure
3, annual per capita income in New Jersey ($35,928) is

Figure 2

Income Demographics (2012)

580,000
$70,000
$60,000
$50,000
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$20,000
$10,000
s0
Annual Per Capita Income Median Household Income
(2012 dollars) (2012 dolllars)
® United States $28,051 $53.046
u New Jersey $£35928 $71,637
® Mercer County $37.246 $73.759
Figure 3
Poverty Rate (2012)
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= New Jersey 9.9
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Figure 4
Education Demographics (2012)
100
90
80
70
60
50
40
30
20
10
]
High School Gaduate or HIher | Bachelor's Degree or Higher (%)
® United States 857 285
m New Jersey 879 354
= Mercer County 872 382

6  “The Difference between 501(c)(3) and 501(c)(4) Organizations.” NJ.com. Web. 29 Apr. 2014.
7 Private Foundations in Mercer County, NJ.” Private Foundations in Mercer County, NJ. Web. 29 Apr. 2014.

8  “Quick Facts from the US Census Bureau”. Web. 04 May 2014.
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Figure 5

Income Demographics: Mercer County (2012)
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Figure 7

Education Demographics:
Mercer County (2012)
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almost $8,000 higher than the national average and median
household income in New Jersey ($71,637) is more than
$18,000 higher than the national average. In Mercer, annual
per capita income ($37,246) and median household
income ($73,759) are slightly higher than the state average.
Furthermore, poverty rates in Mercer (10.8%) and New
Jersey (9.9%) are both considerably lower than the national
average (14.9%). In addition, both New Jersey and Mercer
are more educated than the nation as whole, as shown in
Figure 4. Looking at Mercer County as a whole, however
can be quite misleading.

Despite appearing to be wealthier and more educated than
the national average, a closer look Mercer County shows
great disparities. For instance, the city of Trenton does not
share the same wealth characteristics and high levels of
education as the rest of the county. As Figure 5 and Figure
6 show, Trenton has a lower annual per capita income
($17,738) and lower median household income ($36,727)
than the statewide average.® Both annual per capita income
and median household income in Trenton are approximately
half of the countywide average. Similarly, the poverty rate

in Trenton (23.2%) is more than twice the poverty rate

in Mercer County as a whole (10.8%). In addition to the
problems of poverty in Trenton, Figure 7 exemplifies the
inconsistency related to education and higher education in
Mercer. The percentage of high school graduates in Trenton
(70.5%) is more than 15 percent below the countywide
average. The issue is further amplified when looking at the
percentage of people with a bachelor's degree or higher
(10.9%) in Trenton, which is approximately a quarter of

the countywide average. Despite being in a well-educated
and quite wealthy county, Trenton remains an area of great
need. As such, the need for philanthropy in Mercer County
is greater than a cursory glance would suggest.

9 Data for different cities within Mercer County. “American Community Survey.” Data & Documentation — — U.S. Cen-

sus Bureau. Web. 04 May 2014.




Figure 9

Racial Demographics (2012) Racial Demographics:
100% Mercer County (2012)
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As Figure 8 shows, both Mercer and New Jersey are slightly more diverse than the nation, with
higher percentages of African American, Hispanics/Latino, and Asian American populations. A
breakdown of the county demographics shows that Trenton is far more diverse than the rest
of the county. As illustrated in Figure 9, African Americans (48.4%) and Hispanics/Latinos

(34.19%) account for over 80 percent of the population in Trenton.

Mercer County Tax Returns: A Snapshot of Individual Giving in 2011

While traditionally there has not been much information provided by the IRS on individual
income tax data, more recently there has been a greater effort to collect and release this
information. This section examines the first round of county level data released by the IRS,
detailing activities in 201 1. Within this report, we compare Mercer to both New Jersey and the

United States.

Figure 10 examines the total breakdowns of five variables with respect to the U.S., New
Jersey, and Mercer County. Columns (2) and (4) examine, respectively, nominal figures on
total returns claiming charitable donations, and the total amount of those claims.'® More
interestingly, Columns (3) and (5) look at these figures in percentage terms, relative to total
number of returns claimed and total taxable income. In Column (3), we see that the national

10 The IRS describes contribution deductions in the following way: “Taxpayers could deduct contributions to certain
organizations that were religious, charitable, educational, scientific, or literary in purpose. Contributions could be in cash,
property, or out-of-pocket expenses that a taxpayer paid in doing volunteer work for a qualified organization. Contributions
were allowed as an itemized deduction on Schedule A.” “Index of Public IRS Statistics of Income.” Index of /pub/irs-soi.

Web. 04 May 2014.
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Figure 10
Mercer Residents Were Generous

Amount of Total X
Number of Percentage of all Contributions Percentage of [Average Donation
) . Taxable Returns . Taxable Income Amount Per
Location Returns Claiming . Claimed .
L Claiming Being Return
Contributions L (Thousands of .
Contributions Dollars) Contributed (In Dollars)
(1) (2) (3) (4) (5) (6)
United States 38,009,698 35% $173,554,308 3.0% $4,566
New Jersey 1,556,705 46% 5,240,147 2.4% 3,366
Mercer County 64,560 47% 314,189 3.1% 4,867
Figure 11
. . Amount of Total f ibuti
Size of Adjusted Gross Number of Returns e ) average tor contributions
Income Claiming Contributions Contributions Claimed H
& (Thousands of Dollars) claimed on a tax return
(1) (2) (3) .
New Jersey is about 35 percent,
sl under $25,000 102,893 $129,378 meanlng that about one-
$25,000 under $50,000 207,583 364,282 hird h il
$50,000 under $75,000 262,199 530,847 third of those filing tax
$75,000 under $100,000 246,568 555,597 returns in 2011 reported
$100,000 under $200,000 513,251 1,431,645 k |
$200,000 or more 224,211 2,228,398 making at least one
Total 1,556,705 5,240,147 charitable contribution.
Mercer County .
$1 under $25,000 3,731 $5,041 Comparatively, both New
$25,000 under $50,000 8,434 16,789 Jersey and Mercer County
$50,000 under $75,000 10,626 22,656 Il ab " "
$75,000 under $100,000 9,638 23,369 are well above [he nation
$100,000 under $200,000 21,158 61,696 in terms of numbers of
$200,000 or more 10,973 184,638 . .
ool 1560 312189 contributions, to the tune

of about 10 percent more
of the population. In terms
of amount of money given, however, New Jersey falls behind the nation in percent of income
donated'" and in average grant amount per return. Interestingly, Mercer County comes in just
above the nation and well above the state in these two categories.

The IRS does not break this information down further by location; but it does break it down
by income levels, which can carefully be used to relate to certain areas in Mercer. Figure 11
looks at the nominal figures reported above in respect to New Jersey and Mercer, broken
down by gross income.'? This figure gives an overall snapshot of who is giving. For instance,
for both New Jersey and Mercer, those with incomes between $100,000 and $200,000 were

11 Again, it is important to remember that this is as a percentage of total taxable income.

12 Information for the entire nation is strangely enough not available, as far as we can tell, for this information broken
into the same groupings. As of the time of this paper, we have not been able to find comparable measures for the U.S.,
though we believe they are available somewhere, given the fact that they are available by county.



Figure 12

Size of Adjusted Gross Percentage of a'II Taxable Percentage of Taxable Average Donation
Income Returnsf Cla'lmlng Income Being Contributed Amount Per Return
Contributions (In Dollars)
(1) (2) (3) (4)
New Jersey
$1 under $25,000 15% 3.2% $1,257
$25,000 under $50,000 24% 2.0% 1,755
$50,000 under $75,000 46% 2.3% 2,025
$75,000 under $100,000 64% 2.4% 2,253
$100,000 under $200,000 82% 2.3% 2,789
$200,000 or more 93% 2.4% 9,939
Total 46% 2.4% 3,366
Mercer County
$1 under $25,000 14% 3.2% $1,351
$25,000 under $50,000 23% 2.3% 1,991
$50,000 under $75,000 47% 2.5% 2,132
$75,000 under $100,000 64% 2.6% 2,425
$100,000 under $200,000 81% 2.4% 2,916
$200,000 or more 91% 3.7% 16,827
Total 47% 3.1% 4,867

responsible for the greatest number of returns claiming contributions (Column (2)), while
those making over $200,000 were responsible for the largest total amounts given.

Figure 12 examines the same variables as a percentage of overall totals and looks at average
donation amounts. This data paints a different picture than Figure 117. No longer is the
$100,000 to $200,000 range the most prolific in terms of contribution frequency (Column
(2)), but instead shows that donation percentages increase steadily with income, which is to
be expected—as people earn more disposable income, they are more likely to donate more,
suggesting once again that people view philanthropy as a luxury.

Column (3) provides an interesting comparison. While it is true that the data suggest that more
income leads to more contributions (Figure 12), the percentage of money given'* seems to
follow an opposite trajectory. When looking at New Jersey as a whole, those making less than
$25,000 a year give the most money out of their income (3.2%) as compared to the rest of
the income categories, most of which hover almost a full percentage point below or lower.

Mercer County is slightly different in that contributions of those under $25,000 remain the
same (3.2%), but the percentages of tax income being contributed in other income groups’
is greater. In Mercer County, those making the most also contribute the most as well and at
a much higher rate than the remainder of the United States, which is what we would have
normally expected.

13 Relative to overall taxable income.
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Figure 13

— - The value of these data will increase substantially
Unl\::(::;‘;:;:::l&ro(ggjm W?'[h the.release of additior‘xal years of daté. New data
will provide more information on countywide-level
philanthropic giving, as opposed to simply giving a
snapshot of a specific year as shown in this report.
Future iterations of this research should reflect this
new information and may be useful for creating

models predicting philanthropic trends.

While total information on individual giving is unlikely
to become available, a dataset is available that collects
* information on all donations made of $1 million or
more, including individual gifts.'* Between 2000 and
2013, there were $392 billion total donations of over
$1 million in the United States. As Figure 13 shows,

Figure 14 individuals accounted for 41 percent ($161 billion).
Million Dollar Gifts: While donations to Foundations (51.7%) were the
New Jersey (2000-13) single largest category of all million-dollar donations

given by individuals nationally, Education and Higher
Education received more than any other single cause.
To explain, 30.7 percent ($120 billion) of million-
dollar donations from individuals were allocated either
to Education or Higher Education.

A similar emphasis on education can be seen when
looking only at million-dollar donations in New Jersey.
Of the $3.4 billion of million-dollar donations received
in New Jersey from 2000 to 2013, 31.9% ($1.1
billion) came from individuals. Eighty-six percent
(8946 million) of all gifts over a million dollars

from individuals went to either Education or Higher
Education. These donations dwarf donations made to Human Services, Health, and Public/
Society Benefit combined. The relatively small amount of funds being earmarked for these causes
underscore the theme that philanthropy is not necessarily aimed at addressing the needs of the
neediest; rather, philanthropy is driven by the desires of those who give.

Foundations

(60.0%)

14 “The Million Dollar List, compiled by the Indiana University Lilly Family School of Philanthropy, documents publicly
announced gifts of $1 million or more. The Million Dollar List it is not a comprehensive record of all million dollar plus gifts”
“Million Dollar List Initial Findings.” http://www.milliondollarlist.org/initial-findings. Web. 04 May 2014.




Nonprofit Foundations in Mercer County, New Jersey

As has been stated, the majority of philanthropic gifts come from individual donors. However,
because there is limited information available about this group, this next section will focus on
an analysis of the activities of nonprofit foundations. Foundations account for about 15 percent
of all philanthropic giving."> Since activities of nonprofit foundations are more effectively
tracked, we use foundation data for the next section to characterize philanthropy in Mercer
County.

The Foundation Center's database consists of information collected from both IRS tax returns
as well as from voluntary information disclosed by individual foundations themselves.'® It must
be noted that this data is neither complete nor is it representative; it is, however, the most
comprehensive database that exists related to foundation giving. The strategy of the Foundation
Center is to collect data on grants from the largest grantmakers first. This is because the larger
grantmakers are giving the most, and thus have a more noteworthy presence in the statistics.

The Foundation Center collects many other information points for each grant that includes,
but is not limited to, the total amount, the year issued, to what purpose it was given, and
information on both the grantmaker and recipient.

There are four types of foundations: public charities, independent foundations, operating
foundations, and corporate foundations. Traditionally, the term “public charities” defines all
grantmaking non-profits. It is important to note however, that the Foundation Center makes a
distinction here, and uses the term “public charities” to characterize community foundations.

We disaggregate the four foundation types into two main categories: private foundations and
public foundation. Private foundations are those funded by private donations. Either a single

individual, who bequeaths money to the organization, or one or more for-profit organizations
can fund them."” Examples of these are independent and corporate foundations.'® Legally,

the only characteristic that separates private foundations from public foundations is the tax

15 The Foundation Center.

16  IRS Form 990 tax return data is much more complete and accessible than trying to contact each individual grant
maker. The problem with IRS data is that is quite simply takes them so much time to release- as of the writing of this paper,
the IRS had only released 990 forms (from which this data is collected) as late as 2011.

17 A private foundation is technically defined as: “A nongovernmental, nonprofit organization with funds (usually from
a single source, such as an individual, family or corporation) and program managed by its own trustees or directors, estab-
lished to maintain or aid social, educational, religious or other charitable activities serving the common welfare, primarily
through grant making. U.S. private foundations are tax-exempt under Section 501(c)(3) of the Internal Revenue Code and
are classified by the IRS as a private foundation as defined in the code.” Glossary.” Yellow Springs Community Founda-
tion”. Web. 04 May 2014.

18 It is worth noting that corporate foundation grants (at least in our data) differ from corporate giving. A grant made by
a corporation would not be captured here, but a grant made by a corporate foundation would, even though both are coming
from the same place.
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Figure 15

Figure 16

Number of Foundations (National)

Total Foundation Giving in Millions
(National)

Community
$4311

Figure 17 Figure 18
Number of Foundations (NJ) Total Foundation Giving in Millions (N])
Corporate . Community Community
Operating % 4 28

167

forms they file; private foundations use Form 990-PF, while the public foundations use Form
990. Also within this group are operating foundations. Operating foundations, while making
grants, are those that use much of their resources to operate their own charitable programs,

hence the name.

Public foundations are those that receive money from various donors, which then use their
endowments to provide grants.'® Public charities and community foundations fall under the

19 A public foundation is technically defined as: “Public foundations, along with community foundations, are recog-
nized as public charities by the IRS. Although they may provide direct charitable services to the public as other nonprofits
do, their primary focus is on grant making. To be eligible for membership in the Council, a public foundation must grant
at least $60,000 yearly and must dedicate at least 50 percent of its organizational budget to a competitive grant-making
program. Glossary.” Yellow Springs Community Foundation”. Web. 04 May 2014.




Figure 19

Total Amount of $ Gave

Mies : ! [ ]50-53000,000

[ 53,000,001 - $10,000,000
Note: Alaska and Hawaii gave $7,100 and $21,000 respectively from 2005 to 2011, which belong to the lowest group. [ 510,000,001 - $50,000,000
I 550,000,001 - $200,000,000
Foundation Center, http://foundationcenter.org I $200,000,001 - $300,000,000

0 140 280 560 840 1,120

Source: National Atlas of the United States, http://nationalatlas.gov/mid/statesp.html

category of public foundations. Public foundations usually have very specific missions and geographical areas
of funding concentration. Within this dataset, we recorded information for foundations that provided grants,
whether they were public or private foundations.

Nationally, the breakdown of the number of each different type of foundation and how much each type gives

(in 2011) can be seen in Figure 15 and Figure 16. For New Jersey, we show the breakdowns in Figures 17
and 78.%

The remainder of this section examines the funding activities of these foundations in Mercer County. We look
at foundation gifts coming into the county from the rest of the country, foundation gifts originating in Mercer
County and going to the rest of the country, and foundation gifts originating and staying within Mercer County.

20  Only grant making operating foundations are included. For some operating foundations, total giving amount includes grants and program
expenses; for others, total giving includes only grants. Most operating foundations’ qualifying distributions are paid out of administration of

operating programs and not for grants. Private foundations in Puerto Rico, the Virgin Islands and American Samoa are not required to file Form
990-PF. Only a few voluntary reporters are represented. “Grant making Foundations Nationwide, 2011 Stats about the Number of Foundations,

Assets, Giving, and Gifts Received by All Active Grant making Foundations in the U.S.”. Guide to the Foundation Center’s Research Database.
Web. 04 May 2014.
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Figure 20
Total Amount of Grants by States to Mercer County Funding Influxes, Mercer County
from 2005-2011 (Excluding Princeton University)
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Interestingly, contributions to Mercer County

from New York were higher than contributions from New Jersey during any given year. However,
when factoring in the sheer number and size of New York foundations, this result is reasonable.?’
Furthermore, from this data we can see the impact of the recent financial crisis on philanthropy,
especially when looking at New York and New Jersey. Figure 21 better illustrates the impact of
the recession.

This graph, depicting the total foundation contributions to Mercer County over time (both
including and excluding Princeton University), shows the effects of the recent recession. As the
economy improved from 2005-2007, there is an obvious uptick in giving. Then in 2009 there
is a precipitous drop in giving, attributable to the Great Recession. Additionally, giving began to
rebound as the economy began recovering.

21 “Foundation Center - Top 100 US Foundations by Total Giving.” Web. 04 May 2014.
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Figure 23

Funding By Recipient Type in Mecer County 2011, including Princeton University
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This trend reinforces an expected hypothesis—philanthropic giving (at least, from foundations)
is more of a “luxury” gift. More money is given when people can afford to give, and downturns
in the economy have severely detrimental impacts on philanthropy. While this may be self-
evident, we believe this point should be underscored due to its relevance to those applying
for grants. An interesting question, and one beyond the scope of this paper, is whether or not
individual giving responds in the same manner, and if so to what degree.

Moving down from a national to state scale, Figure 22 represents the amount of money gifted
to Mercer County from the counties of New Jersey. Most grantmakers were from the central
and northern part of the state, with top givers being Mercer ($128 million), Morris ($26
million), and Monmouth ($9 million) counties.

Figure 23 and Figure 24 provide a visual representation of funding by category that Mercer
County received in total in 2011, including and excluding the recipient Princeton University.
Figure 23 shows funding by categories in Mercer County including Princeton University by
categories. We see that Education (45.5%) received the most funding, followed by Sciences
(19.3%), Arts (11.0%), and Medical Services (8.5%). The category Human Services
accounted for 4.9% and Religion only 0.4%.

Figure 24 presents the same information, but excludes the Princeton University. When
excluded, we see a similar distribution of funding, with Sciences (27.5%) receiving the most
of any category, followed by Education (22.4%), Arts (15.7%), Medical Services (12.1%), and
Human Services (7.0%).
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Funding By Recipient Type in Mecer County 2011, excluding Princeton University
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When compared, it is observed that Science funding exceeds Education funding when
Princeton University is excluded; other categories increase their relative funding proportions as

well.

Figure 25 and Figure 26 show the total amount of money donated by the type of foundations
from 2005 to 2011. Since independent foundations contribute such a large proportion

of money donated, the second graph excludes them to provide a clearer picture of public
charities, community foundations, corporate foundations, and operating foundations. We can
see in Figure 25 that independent foundations provide the greatest amount of donations; the
figures also display the decrease in the total donations suffered in 2009, during the economic
recession. The second figure (Figure 26) displays the increasing role of community foundation




Who is Giving and Who is Gettinge Charitable Giving in Mercer County, New Jersey

Table 1
Grants to Mercer Total Grants Percentage to
Ranking Name of Granter
(2005-2011) (2005-2011) Mercer

The Robert Wood Johnson

1 . $79,703,285 $2,466,957,550 3.2%
Foundation
Johnson Art and Education

2 . $13,706,590 $14,659,590 93.5%
Foundation
The Charlotte W. Newcombe

3 . $5,363,259 $14,812,759 36.2%
Foundation

4 The Fund for New Jersey $4,907,000 $19,500,000 25.2%
Princeton Area Community

5 . $4,759,852 $6,074,835 78.4%
Foundation, Inc.

6 The Charles Evans Foundation $3,128,000 $41,178,461 7.6%
George H. and Estelle M. Sands

7 . $2,645,700 $2,992,200 88.4%
Foundation

The Corella & Bertram F. Bonner
8 . $2,110,243 $71,248,379 3.0%
Foundation, Inc.

9 Harbourton Foundation $1,063,408 $1,960,798 54.2%

10 Martinson Family Foundation, Inc. $1,012,700 $4,048,435 25.0%

11 The Atlantic Foundation $1,000,000 $1,241,667 80.5%

12 Rita Allen Foundation, Inc. $885,000 $6,485,799 13.6%
The Gordon and Llura Gund

13 . $685,244 $47,837,641 1.4%
Foundation

14 Educational Ventures, Inc. $632,174 $1,316,674 48.0%
The Olsen Foundation, a New Jersey

15 . $533,300 $3,506,149 15.2%
Nonprofit Corporation

16 The Kovner Foundation $525,000 $86,693,204 0.6%

17 The RuthMarc Foundation, Inc. $489,500 $1,292,500 37.9%

18 The Curtis W. McGraw Foundation $419,750 $896,060 46.8%

19 The James Kerney Foundation $395,167 $395,167 100.0%

20 The Sussman Family Foundation, Inc. $359,000 $490,450 73.2%

giving made after 2009; chiefly, community foundations began to donate more than corporate
foundation. One possible explanation for this is that the economic recession had a stronger
effect on corporations, and thereby their respective corporate foundations. Future research
should further examine these kinds of donations by type, to see if that tendency changes back
when the economy is fully recovered.




Figure 27

Total Grants in Dollars Given by Foundations in Mercer County to the U.S.
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Outflows of Foundation Funds: Mercer County

Analyzing the incoming funding to Mercer has allowed us to provide a picture of one facet of
the charitable giving profile. Our analysis of outgoing funding in this next section of the report
will further deepen our understanding of charitable giving in the region. Particularly, we are
looking at how much foundations in Mercer are giving, and where.

Table 1 presents the top Mercer grantors who most support Mercer County. The Robert Wood
Johnson (RWJ) Foundation donated nearly $2.5 billion nationally from 2005 to 201 1. Despite
only 3.2 percent of its grants going to Mercer, it is still the biggest grantor in the county. This
activity is juxtaposed by community foundations who give a significantly large proportion of
their grants to support the county. Such organizations include the Johnson Art and Education
Foundation (93.5%) and Princeton Area Community Foundation (78.4%).

Similar to what was observed regarding incoming contributions, we found that grants
originating from Mercer were sensitive to the economic climate. Total giving from Mercer
increased from 2005 to 2008, and then proceeded to drop in 2009 and 2010 during periods
of financial distress in the nation (See Figure 27). This is largely due to the impact of the Great
Recession. In 2011, while we observe a slight rebound, giving did not return to pre-recession
levels.

Due to the size of the RWJ Foundation, it dominates the giving grants originating from Mercer.
Figure 27 shows its impact in terms of the amount of dollars given by Mercer County to
the United States. At any given point in time between 2005 and 2011, the RWJ Foundation
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contributed a higher amount of grants in dollars to U.S. grantees than the rest of the
foundations in Mercer County. Clearly, the RWJ Foundation is the leading foundation in Mercer
County in terms of the total amount of money that RWJ gives to the U.S.

In 2008 alone, the RWJ Foundation gave more money than all the other foundations
combined over the previous seven years. The total given by all the foundations, excluding RWJ,
during the period from 2005 to 2011 represents the 18.1 percent of the total amount of
money given solely by the RWJ Foundation at the same period.

Since the RWJ Foundation is the biggest grantmaker in Mercer County, it is necessary to
exclude its grants when examining the performance of the other foundations. The following
analysis discusses the results including and excluding RWJ.

Figure 28 and Figure 29 demonstrate where foundation gifts from Mercer were going to in the
nation, by state. To be consistent with the previous analysis, the total volume of money given

is from the years 2005 to 201 1. Notably, Washington D.C., New Jersey, California, New York,
and Massachusetts are the top five beneficiaries. These five states received 53.4 percent of
the total grants given by Mercer County when the RWJ Foundation is included in the analysis.
When we exclude the RWJ Foundation, 59.8 percent of the total grants given by Mercer went
to these five states. The RWJ Foundation gave most its grants to Washington D.C.,, California,
and New Jersey, which changes the order of top beneficiary once excluding its gifts. New
Jersey received about $371 million from 2005 to 2011 from Mercer, 12.7 percent of the total
amount.

When we look at Figure 29 as it relates to New Jersey and New York, excluding the RWJ
Foundation, we see that only 45.6 percent of the total given by Mercer County is distributed
locally (2005-2011). When these findings are further examined, we see that New Jersey
received only 16.9 percent of the total dollars allocated during this period, revealing that New
York as the largest recipient of funds from grantors in Mercer County.
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Figure 32 Figure 33
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Figure 36

Total Grants in Dollars Given by Mercer County to Each County in NJ from 2005 to 2011
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It is interesting to see where Mercer County's foundations have given the most money to
nationally. Considering the importance of the RWJ Foundation in relation to the rest of the
foundations located in Mercer County, Figure 30 and Figure 31 display the total cumulative
grants in dollars from 2005 to 2011 coming out of Mercer County.

|deally, these details should be independently examined in each year, not just cumulatively;
however, we are able to draw some conclusions from the data obtained for 2007 and 2011.
The total amount of grants awarded in 2011 did not reach the 2007 level, indicating that the
Great Recession was likely responsible for this pattern.

Despite various adverse consequences, the economic crisis increased giving locally. New Jersey
saw an increase in grants made from the RWJ Foundation and other foundations as illustrated
in Figures 32 and 33.In 2011, New Jersey became the biggest beneficiary of Mercer grants;

in 2007 it ranked third. However, the total amount of grants received did not increase much,
from $51 million in 2007 to $57 million in 2011.

This trend was more evident when the RWJ Foundation grants are excluded. As shown in
Figure 34 and Figure 35, both New York and North Carolina received more grant money from
Mercer than New Jersey, with. New York receiving almost three times ($27 million) more than
New Jersey ($8.5 million)! in that same year. That situation reversed in 2011, with New Jersey
receiving $18 million, approximately $7 million more than the amount New York received.

When analyzing how Mercer foundations gave back to New Jersey between 2005 and 2011,
we find that Middlesex, Mercer, and Essex Counties received the most, as shown in Figure 36
and Figure 37. These three counties each received more than $20 million, approximately 87
percent of the total grants received by the state. It is worth noting that Middlesex County alone
received $174 million, or nearly 50 percent of the total Mercer grants, between 2005 and
2011. This is the highest among New Jersey's 21 counties . Mercer County ranked second,
receiving $128 million (35%).

Using this same data while excluding the RWJ Foundation outgoing grants, as represented in
Figure 36 and Figure 38, Mercer County received more money than any other county with
$48.5 million (65%). Essex, with $6.8 million (9%), and Middlesex, with $5.7 million (8%)
were the next largest county recipients. In other words, foundations in Mercer tended to give
back to Mercer, A large portion of RWJ Foundation grants outflow to Middlesex, however; . we
suggest further research be conducted to examine the details of what RWJ Foundation grants
funded.

As shown in Figure 39, in 2007 Middlesex County received $31 million in grants from
foundations located in Mercer, while Mercer County received close to $12 million, or less
than half of what Middlesex received. When we exclude the RWJ Foundation, a different story
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emerges. Mercer received approximately $5.6 million as opposed to Middlesex, which received
only slightly more than half a million in grants.

The RWJ Foundation gave significantly more funds back to Mercer in 201 1. Figure 40 indicates
it contributed more than $12 million to Mercer County, making Mercer the largest single
recipient of funds in terms of total grant dollars. This was radically different from the 2007
situation. Other foundations continued to donate more funds to Mercer ($15 million) than to
Middlesex ($1 million) in 2011.

Generally speaking, foundations in Mercer gave generously to support education ($1.3 billion),
to medical agencies ($840 million), and to human services ($191 million) from 2005 to
2011, as represented in Figure 41. About 45 percent of the aggregate amount went to fund
education programs. Other foundations in Mercer followed similar giving patterns as the RWJ
Foundation, though they gave more to the arts than medical services. Though less money
went to education and medical services in 2011 than in 2007, these areas remained the
most heavily funded categories, as shown in Figure 42 and Figure 43. Figure 43 shows of
the total dollars that Mercer Country gave nationally in 2011. We see that education and
medical services account for more than 74 percent of total giving. This is inclusive of the RW]
Foundation. Interestingly, these two causes remain the most heavily funded even when the
RWIJ Foundation is excluded, accounting for nearly 50 percent of the total amount of money
given.
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Figure 41

Figure 42

Total Grants in Dollars given by Mercer County by
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Figure 44

Inflows and Outflows of Mercer Foundation Grants over time
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Figure 45
Inflows and Outflows of Mercer Foundation Grants over time:
Excluding Grantor-Robert Wood Johnson Foundation
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Comparison: Inflows and Outflows of Mercer Foundation Grants

As Figure 44 demonstrates, the total outflow of Mercer foundation grants is at least $200
million larger than its inflow in any given year between the years 2005 to 201 1. However, as
we learned lasting the previous section, the RWJ Foundation has a great impact on the giving
side. If grants made by the RWJ Foundation are excluded, we would find the outflow drops
significantly (Figure 45), while the inflow reduces slightly. This phenomenon reveals the fact
that the RWJ Foundation, a famous national foundation, donates only a small proportion to the
place where it is located.

Figure 46 provides a closer look at the inflow and outflow after removing the RWJ Foundation
grants. We can see the inflow of foundation grants in Mercer exceeds the outflow when
excluding the RWJ Foundation.




Figure 46

Inflows and Outflows of Mercer Foundation Grants over time:
Excluding Grantor-Robert Wood Johnson Foundation (Closer Look)
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Figure 47

Inflows and Outflows of Mercer Foundation Grants Over Time:
Excluding Grantor-Robert Wood Johnson Foundation and Grantee-Princeton University
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Since Princeton University is the Mercer County's biggest grant recipient, we determined to
examine whether the inflow is still larger than the outflow once the grants Princeton University
received were removed from the inflow. In Figure 47, the green line is the new inflow line
without the impact of the RWJ Foundation and Princeton University. The total amount Mercer
County received from foundation grants decreases notably when Princeton University's grants
are excluded. Moreover, the conclusion that the “inflow is larger than the outflow nor outflow
overtakes the inflow” holds true if excluding these two important players.
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Figure 48 Figure 49
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Closer Look: Mercer Foundations Giving to the County

Figure 48 looks at funding allocated back into the county from foundations that are also
located within the county. The red lines represent how much funding each township within
the county received from its native organizations. The blue represents how much the township
gave to Mercer County. Figure 49 represents the impact of removing Princeton University.

As expected, Princeton Township received a large amount of funding but also provided a
significant amount. Additionally, we found that Trenton, the county’s lowest-income area,
received a significant amount of funding but gave out very little. It is interesting to note that,
after removing Princeton University, the figures barely change, suggesting that the majority

of funding from Mercer County foundations to Princeton Township does not go to Princeton
University.

The map shown in Figure 50 illustrates how much each municipality gave back to Mercer
between 2005 and 201 1. Princeton, in blue, gave approximately $105 million to Mercer, while
other municipalities, specifically Trenton, Robbinsville, West Windsor, and Ewing, each gave out
less than half a million. In terms of self-sustainability within New Jersey towns, $15 million of
all foundations originating from Hamilton all stayed in Hamilton. Furthermore, Trenton also had
a high self-sustainability rate: nearly 80 percent of grants originating from Trenton were written
to organizations within in Trenton itself. Alternatively, Princeton kept less than half of the total it
gave to Mercer. Figure 51 shows that Princeton is the only town in Mercer County which gave
more than it received. Trenton, on the other hand, received much more than it gave out.
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Conclusions

Despite its importance both in terms of its economic significance and its role in addressing
societal ills, not much is known about the specifics of philanthropy. This report set out to shed
light the philanthropic sector; we attempted to characterize philanthropy as whole with special
attention paid to Mercer County, New Jersey. We hope that this report will help steer future
research. While conducting our research, we found answers as well as additional questions.

In large part, these questions arise from the lack of transparency and data available regarding
philanthropy. To further our understanding of the sector and to help improve its efficacy, it

is crucial that access to this information is made public. However, despite the limitations we
faced regarding access to information, we were able to make several findings that further our
understanding of philanthropy, both nationally and at state and local level.

Nationally, the major source of funding comes from individual giving. Consistently, over 70
percent of all charitable giving comes from individuals, dwarfing the next highest source of
funding, foundations. Here, there was a prevailing belief in the public that corporations and
corporate foundations were a significant source of philanthropy. While corporations and
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corporate foundations donated money towards philanthropic causes, the amounts contributed
from these sources are not nearly as much as what families give by writing checks and putting
money in church plates. In fact, corporations and corporate foundations account for only about
10 percent of all giving in the United States. This is important to note, not because we feel
that corporations are not giving enough money, but rather that it should be understood that
much of the responsibility for philanthropy still falls on the individual. As such, individual giving
continues to be the most important aspect of charitable giving and we should not assume
that societal issues would be solved through corporations and their foundations. Our collective
sense of responsibility fosters more societal change than we often believe.

Another major finding of our research was how much more funding went to religion and
education than to more acute causes such as health, human services, and public societal
benefits. While we do not question the value of education nor the importance of religion to the
donors, we feel that this does raise a question that speaks to the very essence of philanthropy:
do we give to help the needy or do we give to causes that are closer to our values? If the
answer is the latter, it begs the question; is philanthropy more closely related to donor interest
than it is to directly addressing the pressing needs of the community? How can we encourage
donors to give to initiatives that serve the most pressing need? These questions address the
very nature of philanthropy by questioning the assumptions that govern this field. To truly use
philanthropy to affect societal change, we must understand the discrepancy between what we
assume to be true and what the data actually proves true.

We used many of these questions to frame this report, which looked at the charitable giving
system in Mercer County, New Jersey. We unearthed some interesting and telling findings.
Particularly, one of the more interesting findings in this study was the impact that the state
of New York had in philanthropic channels within Mercer County. While we expected that
New York, due to its proximity and sheer size, would be a major source of funding, we were
mildly surprised to find that it provided more money to Mercer County than New Jersey
itself. Additionally, we were astonished to see that much of the money given out by Mercer
County foundations was not only leaving the county, but leaving New Jersey. These findings
beg the question of how reasonable it is to assume that philanthropy is a local exercise. We
can explain much of this by understanding the impact of two major entities in the county,
Princeton University and the RWJ Foundation. The role that both these organizations have in
the charitable funding streams in Mercer underscores the importance of understanding the
community under analysis.

Our report focused on Mercer County, which—in addition to being strongly influenced by
Princeton University and the RWJ Foundation—is a non-homogenous community. While the
county as a whole enjoys low levels of poverty, high levels of wealth, and a well-educated
populace, these demographic indicators do not tell the whole story. The city of Trenton, for




example—Mercer County's second largest city—does not share in the wealth and high levels

of education enjoyed by the rest of the county. With more than twice the poverty rate and

less than half of the per capita and household income enjoyed by Mercer County as a whole,
there is a demand for philanthropic programs that would benefit Trenton. This problem is
further amplified by factoring in the city’s low levels of education. There are considerably lower
levels of high school graduates, and less than a quarter of the percent of college graduates
living in Trenton. Looking at Mercer without paying special attention to Trenton is a prime
example of how the problems of poverty and societal ills can be masked by surrounding
communities. Additionally, there is little evidence to show that being surrounded by an
abundance of resources and philanthropic communities has had any meaningful impact in
Trenton. This emphasizes a major conclusion that we reached in our research: philanthropy
does not necessarily provide immediate relief to those most in need of it. Additionally, to utilize
philanthropy most effectively, it is important to have an in-depth understanding of communities
and their nuances.

As a corollary of understanding the nuances within a community, we contend that any
further study of philanthropy in Mercer County should pay special attention to both the RWI
Foundation and Princeton University. Princeton University receives a major portion of funds
given to the county, funds most often earmarked for education and research. While there

is little argument that these funds should be categorized as funds for education, there is a
difference in the type of “educational” funds given to Princeton University and those given

to Trenton. The money given to Princeton University can hardly be categorized as helping
people in need, especially when contrasted to money give to education in Trenton. Similar to
the special treatment that Princeton University should receive when analyzing Mercer County,
the RWJ Foundation needs to be treated as a special case. The RWJ Foundation explains how
most of the money that Mercer County donates outflows to the rest of the nation. The main
recipient of RWJ Foundation money is research in Washington, D.C. In light of these two factors,
we can observe that two huge foundations, Princeton University and the RWJ Foundation,
dominate philanthropy in Mercer County; therefore, any future study about foundation activity
must take these considerations into account.
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Policy Recommendations

The most pressing policy recommendation that we have for the philanthropic sector is to
increase its transparency. Without transparency, it is nearly impossible to reach a better
understanding of the how funds are used in the philanthropic sector, not to mention the
difficulties presented in enforcing accountability with respect to the allocation of these funds.
In addition to understanding how institutions collect and distribute funds, we recommend that
there should be an effort to create more uniform performance measures so best practices can
be identified and further refined. Without these performance measures, there is no objective
manner in which we can determine what is the most effective methods in delivering the
services that philanthropic institutions strive to provide. Without an increase in transparency
and an objective measurement of performance, we feel that it is fair for politicians and the
American public to question the continuation of tax exemptions for these institutions. There
are a diverse group of active philanthropic organizations today, many of which operate with
the luxury of tax-exempt status. Because these organizations do not have to comply with any
reporting measures, we must question whether many of them are related to philanthropy in
the purest sense of the word. Philanthropy should address the needs of society, particularly
helping the poor and disenfranchised. We do not contend that organizations that further
philanthropic ideals should lose their tax-exempt status, rather that they increase the legitimacy
of that status by increasing transparency and providing performance measures. We contend the
standard to receive this tax-exempt status should be more akin to the standards of evaluation
and transparency that governmental entities follow.

Additionally, an increase in transparency will allow for future iterations of our research to yield
more results. Specifically, we would like to see future research focus on individual giving, as it
is such a large portion of charitable contributions. However, without more access to detailed
information, we believe that the next logical step in this line of research would be to analyze
corporate giving and its impact on the philanthropic sector. If the next group of researchers
would like to focus on individual giving before policies that ensure transparency take effect, we
recommend that they utilize a well-administered survey of the individual giving.
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