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PREFACE

As the baby boomers reach their golden years, were beginning to experience the greatest transition of generational wealth weve ever seen in the United States. Over the next twenty years, its anticipated that this generation may pass down as much as $12 trillion in charitable contributions to nonprofits. Perhaps more meaningfully, of that $12 trillion, up to $9.6 trillion, or 80 percent of all these charitable contributions, could be done through planned gifts. And of these planned gifts, most donors want their contributions going into endowments, where the corpus of the gift will be restricted forever but the annual income arising therefrom will be distributed for charitable purposes.1

A few things strike me here. First, the size of this generational transfer to charity is incredible: To understand the scale of this change, consider that in 2020 all U.S. foundations together distributed about $472 billion in grants. Adjust for these figures for inflation, and you are still looking at enough fuel to drive philanthropy for more than a century.2

The other thing to consider is that planned gifts are gifts made at death. Eighty percent of this generational wealth transfer is predicted to be made in wills, trusts, or something similar.

A certain psychology of reckoning is going on here. For most of us, as we age, we start to think about what follows after. Many of us have profound religious beliefs about what comes next. Others are looking to right wrongs during life before we go. Many are thinking about their legacy and what kind of lasting impact they will have on the world after theyre gone. You can look at a planned gift as a measure of good that you put into this world. Its a chance to balance the scales, make penance, or make a real difference.

All of us know we cant take it with us. When your survival is no longer important, how do you view wealth? Your answer says a lot about you.

While its a big deal when an individual gives away a double-digit percentage of their wealth to charity, what does it say about the person who wants the corpus of the gift to remain invested forever, with only the annual income to be distributed for a charitable purpose? It intrigues me that so many baby boomers might be drawn to make planned gifts to endowments. This is an investment in humanitys future. Its as if, from a lifetime of work, this is your contribution for all who follow. The widespread attraction to endowments says something about our nature.

I became interested in this subject by way of a drift into which my career fell. I am a tax attorney who went to NYU law school and then returned to my hometown of Charleston, South Carolina, to practice law in the early 2000s. I took a job as an associate with a notable public finance and bond law firm. In connection with our work, I was taught to vet nonprofit organizations. I had to write opinions about the ability and authority of these organizations to enter into various types of transactions. In turn, lenders or investors relied on our review of these organizations and our written opinions regarding their strengths and weaknesses. This work enabled universities to build new dormitories and academic medical centers to build hospitals and surgical centers. In those early days, I also began to work with nonprofit research foundations of universities as they attempted to license technology outward to the market. Over time, the endowment foundations found me, and I started helping them draft investment policy statements and consider mitigation strategies to reduce or eliminate unrelated business income tax arising from their investments.

I did that work for a long time. But things started to change. The clients whom I was helping to build dormitories on university campuses or surgical centers for academic medical centers started reaching out to me with more and more questions. I started drifting away from transactional and finance-related work. I became more involved in client operations. In time, my role evolved to become an external general counsel for hire for nonprofits.

And I started going to board meetings  a lot of board meetings. I attend at least 125 board meetings per year. Considering there are fifty-two weeks in each year, its not as bad as it seems. Videoconferencing helps.

The relationships I began to develop with directors on these boards also changed. They became some of the more meaningful relationships in my adult life. Many of these individuals were retired, and nonprofit service was a second career. As I worked with them and got to know them better, I started seeing many of these individuals as my mentors and a few as true friends.

If you keep hearing discussions, time after time, at board meetings about mission, vision, and values, and if these are authentic discussions, you start learning a lot about integrity and living for a purpose greater than yourself. As I listened to people I respected and cared for talk about mission, I couldnt help but think about my own mission. What am I doing in this world? As I got older, that question started to affect me.

In 2018, I opened a start-up law firm, with the goal of providing services only to nonprofits and philanthropists. Every aspect of my firm was to go toward service as a nonprofit general counsel for hire. I had drifted into my swim lane, and it felt like a new lease on life.

Today, my firm represents over four hundred nonprofits across much of the United States. A lot of my job nowadays is teaching younger attorneys how to represent nonprofits. But what I still get to do, and what I love to do, is to work side by side with development officers, helping philanthropists make significant gifts to nonprofits. In this role, Ive found conversations with individuals considering a planned gift to one of my clients to be among the most personal and real. These are the conversations that stay with me. We dont live life with a singular goal to make a planned gift. Its mostly when we near the end that we begin to think about this type of thing. A certain honesty in our self-reflection emerges when we begin to think about life and death in terms of a planned gift.

I also see other commonalities in these conversations. Over life, most of us have a history of charitable giving with the nonprofits to which we will leave a planned gift. Many of the people with whom I speak have personal relationships with the development officers, the boards, and the leaders of these nonprofits. At one point or another, many have served as a director or officer in those organizations. In all instances, their lives have been touched, and they desire to give back.

A planned gift makes a nonprofit your heir, a part of your family. Nonprofit relationships are family relationships.

Planned gifts dont come out of nowhere. Theyre the manifestation of a lifetime of an individuals philanthropy. I think thats why Im captivated by this historic generational transfer of wealth to nonprofits. It seems to prove that philanthropy exists in each of us.

As I look at my friends, I see many of the activities occurring at younger stages of life that will later inspire a planned gift. I see donations. I see board service. I see individuals standing up to volunteer. All around, I see younger versions of those same baby boomers who now are talking with me about planned giving. I see the possibility to tap into the philanthropy that exists in each of us from the day we were born.

Ultimately, all of us have the capacity to be philanthropists. A philanthropist is an empathetic individual who not only performs charitable actions but does so with foresight oriented toward a plan to maximize impact. A successful philanthropic plan will continue to fulfill its mission long after the philanthropist has passed away. Indeed, a fair way to evaluate an individuals success is whether, from a lifetime of philanthropic investment, the return arising after death exceeds the volume of the worlds resources such individual consumed during life.

Drawing from my years working as an attorney for nonprofits and the lessons Ive learned from so many directors, leaders, and consultants, I wrote this handbook to inspire you to be a philanthropist. It doesnt matter your age, your background, or your bank account. This handbook is designed to provide something for everyone. I hope it will inspire you to find your personal vision of philanthropy. I hope it will also give you the tools and the acumen to maximize the impact of your vision for generations to come.

In terms of its outline, this handbook is organized into four parts.

Part 1 examines the role of philanthropy in democratic capitalist societies from a historical perspective, with an emphasis on its socioeconomic effects. We will examine the charitable nature inherent to humans and look for a definition of the word philanthropy. And we will ask the following question: Why do nonprofits exist in capitalist societies?

Part 2 is an introduction to the philanthropic way. It is designed to help you identify and cultivate within yourself three disciplines that are of significance to the overall character of a philanthropist: empathy, the ethics of information and truth, and foresight.

In Part 3, we turn our attention to modern nonprofit organizations. This handbook will provide tools and metrics to assess an organizations ability to create an unending return from your philanthropic investment. We will examine a nonprofit organizations potential based on its ability to engage in organizational learning and retain institutional knowledge. We will define success from a long-range perspective, calculating increases or decreases in the intergenerational equity of a nonprofit organization as a means to evaluate performance and impact over time.

Part 4 returns us to your own individual call to philanthropy. It pulls together parts 1 through 3 in order to pursue the creation and memorialization of your own philanthropic plan.

There are times in life when you can reflect on the world around you, how to heal scars and wounds in society, or how you can make a difference in your own way based on your own foresight and personal ethics. In this way, each of us may create our own meaning in life.

Whether youre contemplating service on a board of directors, a career in nonprofit administration, or a significant gift to charity, the purpose of this handbook is to provide you a philanthropist mindset drawn from classical times but that remains important, current, and topical even today.

As you read this handbook, I want you to ask yourself this: How can I share in the philanthropic experience? And if more of us ask that question and strive to walk from time to time in the philanthropic way, I think well find our world to be a better place. Our conversations may become more civil and our perspective on society more inclusive.

Let this handbook serve as a guide to help you along your own way of philanthropy.




PART 1

The Philanthropic Role in Society

Philanthropy is commendable, but it must not cause the philanthropist to overlook the circumstances of economic injustice that make philanthropy necessary.

MARTIN LUTHER KING JR.



CHAPTER 1

Are You a Philanthropist?

Philanthropist. The term conjures up many associations: a description at a banquet to honor a noteworthy person, a word used in obituaries. No one takes offense to being called by that name, although some may dismiss it with humility.

Ill tell you a secret. Most everyone is charitable. While human nature may be cruel and evil at times, it also has an inherent ability to care for and protect the weakest of usthe sick, the poor, the elderly, and our childrento have empathy, and to put the needs of others before our own. Make no mistake, being charitable is not the same thing as being a philanthropist. As suggested in the preface, philanthropy requires coupling our charitable nature with foresight and orienting it toward some larger goal. Philanthropy in this fuller sense is an inherent capacity that is available to all of us. A primary goal of this handbook is to help you harness the philanthropy that lies within you in order to amplify its effect with greater meaning and purpose in your life and in the lives of others.

Our Charitable Nature

Most people know Adam Smith as an economist and author of the foundational treatise of modern global capitalism, The Wealth of Nations. Fewer people realize that he was also a philosopher of human nature. This was even the foundation of his economics: our nature makes us behave in manner X, and thus we have outcome Y. Smith understood that within capitalism, where supply and labor shift to areas with core competencies in terms of cost, speed, reliability, and quality, the drive for efficiency reigns supreme. Capitalism in its rawest form seeks profit at the cost of all else, including peopleespecially people. Smith recognized this, but he still believed that capitalism would succeed because he saw other balancing qualities in our nature. He saw empathy in us.

In his Theory of Moral Sentiments, Smith wrote of the quality of human beings to feel and empathize with others immediately around us. If you are around someone who is happy, you become happy too. If you are around someone sad, it makes you sad. Our natural core reaction is to comfort the sad person and, if possible, to help them. Adam Smith saw this sympathetic quality to our nature as the key to making capitalism work. He called this our fellow-feeling. Our charitable nature is the balance in capitalism that binds us together in communities. Without it, competition in its purest sense would tear us apart.

According to Smith, empathy enables us to understand the perspective of others and to share their emotions, which is essential for building strong social bonds and for making ethical decisions. Smith believed that empathy helps us to recognize the needs and interests of others and to act in ways that promote their welfare. He believed this is the basis of moral behavior.

You might view philanthropy as the conscious effort of an individual to harness their charitable nature, this fellow-feeling, and, more significantly, to direct it through a planned and meaningful engagement with a societal purpose. A philanthropist plans the charitable effort, selecting a cause that reflects the authentic self, and in doing so relinquishes the self in favor of community.

Philanthropy must be more than adding a dollar to your purchase at the grocery store or dropping your spare change in a bucket with some charity as the beneficiary. Being philanthropic is something different. Its a capacity in our nature that we have to cultivate. An individual who is being charitable, while noble and worthy, will lack the direction of a philanthropist and thus will never achieve the impact a philanthropist can achieve through a thoughtful plan, singularly guided with purpose that is grounded in a personal vision and ethos.

For those of you who wish to read on, you have already answered the first questionAre you a philanthropist?in the affirmative.

Whats in a Word?

The word philanthropy originates from the ancient Greeks story of the creation of humankind. It entered our vocabulary twenty-five hundred years ago with its first appearance in the ancient Greek tragedy Prometheus Bound, written by the playwright Aeschylus.

In ancient Greek mythology, it was believed that when the gods battled the ancient Titans for dominance of the world, the Titan Prometheus fought on the side of the gods and convinced his brother, Epimetheus, to do the same. The gods overthrew the Titans. Many Titans were killed. The few remaining were imprisoned in a stormy pit known as Tartarus that lay beneath the foundation of Earth.

For their loyalty and as thanks, Zeus tasked Prometheus and his brother with the responsibility to create all living creatures on Earth. They were given a great bag filled with talents from the gods to distribute to their creations. Epimetheus began to create all manner of living things, bestowing on them gifts from the various talents. To some he gave flight, to others the ability to swim beneath water, and to others great strength or speed. Prometheus, on the other hand, focused exclusively on one creature, humans, molding us from clay and water. He formed us in the image of the gods.

When it came time for Prometheus to bestow a gift from the gods upon humanity, he realized that his brother had given out all the talents in their possession. Early humans found themselves disadvantaged in this new world. At night, they hid in caves. During the day, they struggled to compete for food and resources.

To make matters worse, upon reviewing Prometheuss creation, Zeus decreed that humans were to remain mortal and worship the gods in Mount Olympus. They were to be subservient creatures, vulnerable to the elements, and dependent on the gods mercy for survival.

Distraught, Prometheus sought the counsel of Athena, the goddess of wisdom, as to how he might advantage his creation in this world. Athena advised Prometheus to visit the blacksmith god, Hephaestus, at his workshop and ask him for fire from his forge as a gift to humanity. With fire, humans would be able to advance. They would have light and warmth at night. Prometheus did as Athena advised. The result was as Athena predicted. Humans were able to cook food, create tools, and build shelter, and they began to live together in communities.

Eventually, after watching humans begin to prosper, Zeus asked Prometheus to develop ceremonial forms of animal sacrifice for humans to make in honor of the gods. To advantage humans, Prometheus devised a trick. He slaughtered a large bull and divided its parts into two presentations for Zeus. The first presentation was the delicious meat of the animal, but the meat was wrapped in the disgusting stomach lining. The second presentation consisted of the bones wrapped in a thick layer of rich fat. One offering was to be made for the gods, and the other offering was to be kept by humanity for making the sacrifice. Prometheus presented to Zeus the following decision: Which of the two would go to the gods and which to man? Zeus took the rich-appearing presentationthe fat-encased but inedible bones. Prometheus tricked Zeus out of the best portion of the sacrificial feast, granting meat for the benefit of humankind.

In anger, as punishment Zeus removed fire from humanity. He forbade humans from using fire to cook meat or for any other purpose. Quickly, humans regressed to their prior meager existence.

Prometheus found this outcome unacceptable. He refused to see his creation denied this resource. One night, he scaled Mount Olympus and sneaked into Hephaestuss workshop. There, he stole fire from the forge, concealed it in a hollow stalk of fennel, and returned it to humanity. With fire, humans were able to resume their rapid progression toward civilization and eventual dominance of the natural world.

His pride hurt for the last time, Zeus ordered Hephaestus to take Prometheus into custody, carry him to Mount Caukasos, and nail him to a pillar thereupon. Every day thereafter, Zeus would set a vulture to feed upon Prometheuss liver. Being a Titan, Prometheuss liver would regenerate each day, only to be set upon, causing agonizing pain, again and again.

Its rumored that Zeus would come to Prometheus from time to time and offer to release the Titan if Prometheus would agree to take fire from humanity. The story goes that Prometheus refused, accepting his sacrifice for his children.

The term philanthropy originated to describe Prometheuss feelings and relationship to us, his creation, his children. Prometheus loved us. He defied Zeus, and he suffered for us. In Prometheus Bound, primitive humans had no knowledge, skills, or culture. We were living in dark caves. Aeschylus wrote that Prometheus, out of his philanthropos tropos (humanity-loving character), gave fire to humanity, symbolizing all knowledge, skills, technology, arts, and science. Prometheus endowed humanity with blind hope through optimism. With optimism, we use fire to improve the human condition. With fire, we may see the light in the darkness.

Aeschyluss new word, philanthropos, was a portmanteau, a combination of the word philos, meaning loving in the sense of benefiting, caring for, nourishing, and empathizing, and the word anthropos, which is the Greek word to signify all human beings. What Prometheus loved was our potential. The gift of fire completed the creation of humans.

Philanthropia, loving what it is to be human, came to be associated with service and generosity in ancient Greece, and the term was often used to describe political leaders during times of peace.3 It was also connected with the highest ideals of civilization and culture. Philanthropic gifts served to strengthen cultural ties and symbolize communal solidarity. The wealthy would take on the duty (either voluntarily or due to peer pressure) to subsidize the cost of theaters and cultural events such as dramatic festivals.4

Platos writing gives us an idea of the philosophical conception of philanthropy in the fourth century BC. In his dramatic work The Symposium, Plato depicts a contest of speeches by notable individuals at a banquet, including the philosopher Socrates, the general and political figure Alcibiades, and the comic playwright Aristophanes. The speeches are all given in praise of Eros, the god of love and desire. In his speech, Aristophanes praises Eros as the most philanthropic of gods, a helper of human beings as well as a physician dealing with an illness the healing of which would result in the greatest happiness for the human race. Elsewhere, in the Euthyphro, Plato has Socrates describe his own mission as a teacher as a philanthropic one. Eventually, members of Platos
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