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Tax Planning Around Changing

Charitable Contribution Law

A

s tax professionals, CPAs are
conditioned to expect annual
tax law changes and to then
assist clients in preparing
for the changes. Taxpayers,
on the other hand, have varying levels
of understanding of tax law changes
and are motivated by many things
other than income tax planning.
Some tax law changes substantively
affect taxpayers and may offer
opportunities for taxpayer benefit
if properly planned for. This article
focuses on recent tax law changes
that dramatically reduced the
number of taxpayers who itemize. It
then examines the level of charitable
giving, possibly in anticipation of
the changes in the tax law related to
itemized deductions.
Put another way, we ask the
questions: If taxpayers knew that

the deductibility of their charitable
contributions would be dramatically
changing next year, would they give
more or less this year to incur a tax
benefit? Further, was this tax-driven
decision to increase or decrease
charitable giving possibly affected
by taxpayer religiosity? Or was the
taxpayer’s anticipatory level of giving
possibly affected by suspension of the
Pease limitation in 2018?
Finally, this research is particularly
timely. It is based on IRS provided
taxpayer data for the nearly 1/3 of
individual taxpayers who itemized
before 2018. As explained herein,
future research using IRS data will
be far less comprehensive given the
huge drop in the number of itemizing
taxpayers beginning in 2018.
The typical individual taxpayer will
calculate his/her federal taxable

income by deducting the larger
of his/her itemized deduction or
standard deduction from adjusted
gross income. The Tax Cuts and
Jobs Act (TCJA) was signed into law
in October 2017, with most of the
resulting tax law changes taking
effect in 2018.
One of the more substantive changes
was the marked increase in the
standard deduction. In 2017, the
standard deduction for a single
taxpayer was $6,350 and a married
filing jointly was $12,700. In 2018, the
standard deductions were increased
to $12,000 for single and $24,000
for married filing jointly taxpayers.
In addition, changes were made
that restricted or eliminated the
deductibility of casualty losses, home
mortgage interest, state and local
taxes, and miscellaneous items as
itemized deductions.
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The effect of increasing the standard
deduction and the new restrictions
on itemized deductions has reduced
the percentage of taxpayers who
itemize from approximately 30%
pre-TCJA to approximately 10%
post-TCJA. Charities have voiced
concerns that if most taxpayers no
longer can deduct their itemized
deductions, will their expenditures
for charitable contributions be
reduced?
The answer to that question will
come from the analysis of 2018
information and thereafter. Much
of that information on charitable
contributions will have to come from
non-IRS sources, will only represent
approximately 10% of taxpayers and
is beyond the scope of this article.
The 2018 heretofore mentioned
changes that reduce available tax
information for itemized deductions
such as charitable contributions
occurred not because the IRS
stopped reporting information to
the public. Taxpayers still make
contributions and in limited cases,
still deduct them. The 2018 change
occurred because tax law changes

effective in 2018 essentially ended
the itemized charitable contribution
deduction for the majority of
taxpayers who had previously
itemized. The IRS information is still
there, but it now only includes the
roughly 10% of individual taxpayers
who still itemize.

vary by state? Further, did states
with greater levels of religiosity
more rigorously participate in
this charitable contribution “front
loading?”

This article’s analysis is essentially a
last look at reliable broad-spectrum
charitable contribution information
from the IRS. The analysis is in three
parts.

IRS tax statistics are published
annually and provide detailed
income and deduction information
for 10 income brackets. To simplify
the analysis, these 10 brackets were
combined to form three income
tertiles.

Part 1: What are recent trends in
charitable giving levels? Our analysis
focuses on taxpayer contribution
levels by income segment, including
the average contribution amount for
each income level.
Part 2: Focusing on 2017, is there any
evidence of taxpayers increasing or
decreasing their contributions in
anticipation of tax law changes in
2018?
Part 3: If evidence exists that
taxpayers at a certain income level
increased their giving in 2017,
did this level of increased giving

Table 1. Charitable Contribution Trends (All Income Levels)
Percent of Taxpayers With
Deductible Charitable
Contributions
2014
2015
2016
2017
Average Charitable
Contribution
Per Taxpayer
2014
2015
2016
2017

1st Income Tertile
($1-$49,999)
7.90%
7.77%
7.94%
7.75%

$2,414
$2,518
$2,571
$2,649

2nd Income Tertile
($50,000-$199,999)
47.82%
46.74%
46.45%
45.29%

$3,648
$3,752
$3,817
$3,926

3rd Income Tertile
($200,000 and above)
85.98%
85.93%
85.98%
85.10%

$19,864
$19,883
$21,142
$21,585

Table 2. Charitable Contribution Compound Annual Growth Rate (All Income Levels)
Compound Annual
Growth Rate of Charitable
Contributions Per Taxpayer
2014-2016
2017
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1st Income Tertile
($1-$49,999)

2nd Income Tertile
($50,000-$199,999)

3rd Income Tertile
($200,000 and above)

3.21%
3.03%

2.29%
2.87%

3.17%
2.10%

Recent Trends in Charitable
Giving

IRS bracket #1 includes information
for taxpayers with taxable income
below a dollar. This bracket was
excluded from analysis since those
taxpayers typically do not itemize.
IRS brackets #2-4 were combined to
form tertile #1. These were taxpayers
who earned from $1 to $49,999.
Similarly, IRS brackets #5-7 were
combined for tertile #2 with taxable
earnings of $50,000 to $199,999. IRS
brackets #8-10 were combined to
form tertile #3, with earnings above
$199,999. Calculations of two data
points were calculated for years
2014-2017 for each income tertile.
These data points were:
• Percentage of taxpayers making a charitable contribution
deduction; and
• Average charitable contribution per taxpayer.
As expected, results in Table 1 show
the average charitable contributions
trending upward over time for all
income tertiles, while the percentage
of taxpayers actually claiming the
charitable contribution deduction
trended slightly downward over
time for all tertiles. Total charitable
contributions deducted for all
individual taxpayers went from
$147.8 billion to $152.5 billion during
the 2014-2018 period.

The 2017 calculations of the
percentage increase were made
separately for each of the three
income tertiles. Results showed
that the 2017 percentage increase
in individual taxpayer contributions
for the lowest income tertile was
slightly lower than in prior years.
The highest income tertile showed
a considerably smaller increase
in 2017 when compared to the

Evidence of Possible “Front
Loading” of Charitable
Contributions in 2017
“Front loading” is the increase in
the amount of a deduction, such as
charitable contributions, in a given
year by accelerating the payment of
the deductible expenditure from a
future year.

Given there are many motives for
making charitable contributions
other than the tax benefit, these
other motives should be considered.
Certainly, the lack of financial
wherewithal to accelerate
contributions may have constrained
the first tertile (lowest income)
decrease. The third tertile’s (highest
income) smaller increase could

Charities have voiced concerns that if most
taxpayers can no longer deduct their itemized
deductions, will taxpayer expenditures for
charitable contributions be reduced?

This acceleration could be because
the expenditure is deductible in the
year of acceleration (such as 2017)
and not in the year it was originally
expected to be made (such as 2018).
Front loading is legal and can be a
good tax strategy.
Table 2 was prepared to compare
the annual percentage increase in
charitable contributions deducted
in 2017 for the average taxpayer
when compared to the compound
average annual percentage increase
in the 2014-2016 period. If the 2017
increase is greater than increases in
prior periods, it could be an example
of front loading.

compound annual growth rates for
2014-2016. These smaller increases
would not be evidence of front
loading of contributions for these
income brackets.

actually reflect the opposite of front
loading, that is a shift in charitable
contributions from late in 2017
to 2018. Reasons for this include
a new ability to take advantage of
the TCJA’s suspension of the Pease
limitation beginning in 2018. This
high income tertile also includes

No additional analysis was done to
identify reasons for this decrease.
Table 3. State Ranking by Religiosity

Tier 1 Religiosity States
(Lowest Religiosity)
Hawaii
New York
Alaska
Washington
Wisconsin
Connecticut
Maine
Vermont
Massachusetts
New Hampshire

Tier 2 Religiosity States
(Lower Religiosity)
Delaware
Idaho
Illinois
California
Minnesota
Nevada
Rhode Island
Montana
Oregon
Colorado

Tier 3 Religiosity States
(Average Religiosity)
New Jersey
Florida
Indiana
Maryland
Nebraska
Wyoming
Arizona
Michigan
North Dakota
Pennsylvania

Tier 4 Religiosity States
(Higher Religiosity)
Texas
Utah
Kentucky
Virginia
Missouri
South Dakota
Ohio
New Mexico
Iowa
Kansas

Tier 5 Religiosity States
(Highest Religiosity)
Alabama
Mississippi
Tennessee
Louisiana
Arkansas
South Carolina
West Virginia
Georgia
Oklahoma
North Carolina

Calculated from the Pew Foundation Religious Landscape Study: https://www.pewforum.org/religious-landscape-study/
Table 4. Percentage of Taxpayers with Taxable Income Claiming a Charitable Contribution Deduction

Percent of Taxpayers With Deductible
Charitable Contributions
2014
2015
2016
2017

(Lowest Religiosity)
28.05%
27.96%
28.10%
28.08%

(Lower Religiosity)
27.88%
27.84%
28.22%
28.38%

(Average Religiosity)
24.48%
24.50%
24.76%
24.94%

(Higher Religiosity)
21.72%
21.77%
22.04%
22.31%

(Highest
Religiosity)
22.31%
22.33%
22.65%
22.59%
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Table 5. Charitable Contribution Trends 1st Income Tertile ($1-$49,999)

Percent of Taxpayers
With Deductible
Charitable Contributions
2014
2015
2016
2017
Average Charitable
Contribution
Per Taxpayer
2014
2015
2016
2017
Compound Annual
Growth Rate of
Charitable Contributions
Per Taxpayer
2014-2016
2017

(Lowest
Religiosity)

(Lower
Religiosity)

(Average
Religiosity)

(Higher
Religiosity)

(Highest
Religiosity)

7.70%
8.03%
7.97%
8.17%

8.21%
8.43%
8.25%
8.41%

8.19%
8.33%
8.11%
8.20%

6.68%
6.80%
6.60%
6.68%

8.03%
8.27%
8.10%
8.23%

$1,903
$1,972
$2,005
$2,056

$2,039
$2,119
$2,166
$2,229

$2,298
$2,389
$2,447
$2,513

$2,687
$2,813
$2,887
$2,973

$3,246
$3,399
$3,445
$3,564

2.67%
2.48%

3.07%
2.81%

3.18%
2.65%

3.66%
2.91%

3.02%
3.32%

Table 6. Charitable Contribution Trends 2nd Income Tertile ($50,000-$199,999)

Percent of Taxpayers
With Deductible
Charitable Contributions
2014
2015
2016
2017

(Lowest
Religiosity)

(Lower
Religiosity)

(Average
Religiosity)

(Higher
Religiosity)

(Highest
Religiosity)

47.98%
49.35%
49.99%
51.35%

49.33%
50.50%
51.00%
52.45%

44.57%
45.64%
45.89%
46.90%

41.03%
41.87%
41.82%
42.55%

43.53%
44.93%
45.17%
46.02%

Average Charitable
Contribution Per
Taxpayer
2014
2015
2016
2017

$2,768
$2,834
$2,888
$2,966

$3,190
$3,285
$3,340
$3,419

$3,540
$3,643
$3,711
$3,825

$4,289
$4,414
$4,480
$4,609

$5,004
$5,144
$5,224
$5,391

Compound Annual
Growth Rate of
Charitable Contributions
Per Taxpayer
2014-2016
2017

2.16%
2.68%

2.33%
2.37%

2.39%
3.06%

2.20%
2.88%

2.18%
3.20%

the most likely set of taxpayers who
would still be itemizing in 2018
and thereafter. This delay in giving
would allow for a greater tax benefit
from charitable contribution in 2018
for some high-income taxpayers
when compared to 2017, a year when
the Pease limitation was in effect.
The Pease limitation was enacted by
the Omnibus Budget Reconciliation

Act of 1990. It serves to reduce the
deductibility of certain itemized
deductions, including charitable
contributions, for higher income
individuals. The reduction in
itemized deductions is equal to the
lesser of 3% of taxpayer AGI above a
threshold (e.g., $313,800 for married
filing jointly in 2017) or 80% of the
taxpayer’s itemized deductions. This
deduction limitation was in effect

in 2017, but suspended beginning in
2018 under the TCJA.
The second tertile (middle income)
did show a marked increase in 2017
contribution growth over the 20142016 percentages. This unsurprising
result could be evidence of a set
of taxpayers with the financial
wherewithal to accelerate charitable
contributions into 2017 from 2018.
These taxpayers could view 2017 as
the last year in which the deduction
of itemized deductions is practical
given the announced increase in the
2018 standard deduction for 2018
and thereafter.

Analysis of Charitable
Contributions and Religiosity
People possess varying levels of
religiosity, that is, the feeling of
being religious. In 2014, the Pew
Foundation completed a religious
landscape study that sought to
calculate the level of religiosity by
state.
This study was used as this article’s
basis to rank each state by its level
of religiosity. Information for all
50 states was used to divide the
states into five categories: Lowest
Religiosity, Lower Religiosity,
Average Religiosity, Higher
Religiosity, and Highest Religiosity.
Table 3 lists the states placed in each
of these categories.
To facilitate the analysis of the
possible impact of religiosity on
charitable contributions, Table 4
was prepared, which calculates the
annual percentage of taxpayers (with
positive taxable income) who claimed
a charitable contribution deduction
in each of the years 2014-2017.
In examining the Table 4 results
for all taxpayers, those states with
the lowest and the lower levels of
religiosity consistently had a greater
percentage of taxpayers claim
charitable contribution deductions
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Table 7. Charitable Contribution Trends 3rd Income Tertile ($200,000 and Above)
Percent of Taxpayers With Deductible
Charitable Contributions

(Lowest Religiosity)

(Lower Religiosity)

(Average Religiosity)

(Higher Religiosity)

(Highest
Religiosity)

Average Charitable Contribution
Per Taxpayer
2014
2015
2016
2017

$23,673
$22,195
$23,532
$23,369

$18,802
$18,871
$21,752
$19,074

$16,637
$16,975
$17,440
$19,649

$20,211
$19,128
$19,322
$22,388

$21,538
$23,084
$24,939
$27,184

Compound Annual Growth Rate of Charitable
Contributions Per Taxpayer
2014-2016
2017

-0.30%
-0.70%

7.56%
-14.04%

2.39%
11.24%

-2.22%
13.70%

7.61%
8.26%

2014
2015
2016
2017

when compared to the taxpayers in
states with the average, higher and
highest religiosity.
This surprising result prompted a
deeper dive into the information to
see if some of this behavior could
be linked to income levels within
the various levels of religiosity. The
further analysis discussed below
also revisits the possibility of frontloading behavior in 2017 in the
varying religiosity groups.
Separate calculations were made
for each of the three taxable income
tertiles. Whereas Table 4 groups
all income levels together, Tables
5 through 7 extend the analysis
and examine each income segment
separately.

Charitable Contributions and
Possible Front Loading in the
Lowest Income Tertile
Table 5 calculates three things: the
percentage of taxpayers in the lowest
income tertile ($1-$49,999) making
charitable contributions, the average
amount of those contributions, and
the compound percentage increase
or decrease for the periods 2014-2016
14 Texas Society of CPAs

86.34%
87.35%
87.78%
88.19%

87.20%
88.02%
88.27%
88.61%

84.72%
85.87%
85.73%
85.85%

and 2017, the year prior to the tax
law change. Separate calculations
are made for each level of religiosity
within the income tertile.
Notable findings include the
following:
• The percentage of taxpayers
within this income level who
made charitable contributions
was fairly consistent across all
levels of religiosity except for
those taxpayers in the higher
religiosity segment. This
segment displayed a notable
lower percentage of taxpayers
making contributions when
compared to the other religiosity segments.
• The average dollar contribution
per taxpayer in this income
tertile increased as the level of
religiosity grew. This was true
for all years.
• When checking for possible
front loading in 2017, there was
little observable evidence of
possible occurrence. Evidence
of possible front loading would
have been a marked increase in
the annual contribution growth
rate in 2017 when compared to
2014-2016.

82.23%
82.73%
82.15%
81.72%

86.68%
87.51%
87.55%
87.51%

Charitable Contributions and
Possible Front Loading in the
Middle Income Tertile
Table 6 calculates the same data
points as Table 5 for the middle
income tertile ($50,000-$199,999)
by level of religiosity. Notable points
include the following:
• The percentage of taxpayers in
this middle income tertile who
make charitable contributions
was fairly consistent across the
levels of religiosity except for
those taxpayers in the higher
religiosity segment. The higher
religiosity segment displayed
the lowest percentage of contributing taxpayers.
• The average contribution per
taxpayer in this income tertile
increased in all years as the
level of religiosity grew.
• When looking for evidence of
possible front loading, in 2017,
the highest religiosity segment
showed the greatest increase in
2017 giving when compared to
the 2014-2016 levels. This highest level of religiosity showed
the greatest example of possible front loading.

Charitable Contributions and
Possible Front Loading in the Top
Income Tertile
Table 7 calculates the same data
points as Table 5 and 6 for the top
income tertile ($200,000 and above)
by level of religiosity. Notable points
include:
• Like the other income tertiles,
the percentage of taxpayers
who made charitable contributions was lower in states with
higher religiosity.
• The average contribution per
taxpayer was actually greatest
in the lowest and the highest
religiosity segments. Unlike the
other income tertiles, the average contribution per taxpayer
did not increase every year in
all cases.

• When looking for evidence
of possible front loading, the
percentage increases for the
top three religiosity segments
showed possible front loading
in 2017. However, the average change in giving actually
showed a decrease in 2017 for
the two lowest levels of religiosity. Motives for the behavior
of the top three religiosity
segments could include delaying contributions until 2018,
while the decreases associated
with the lower two levels of
religiosity could reflect taxpayers delaying giving and taking
advantage of the suspension of
the Pease limitation.

Changes in Behavior
Compared to 2018, tax laws in
place in 2017 included a relatively

low standard deduction and made
it easier for taxpayers to deduct
charitable contributions as an
itemized deduction. Some taxpayers
at lower income levels still found
it advantageous to take advantage
of the standard deduction, while
taxpayers with greater levels of
income were more likely to itemize in
the periods analyzed.
Changes in tax law evoke changes
in behavior. In anticipation of the
2018 tax change, an opportunity to
front load contributions existed in
2017. Possible evidence of this front
loading was present for income levels
of $50,000-$200,000 and income
levels above $200,000.
The 2018 tax law change also
suspended the Pease limitation.
This offered some high-income
taxpayers a tax savings opportunity
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for contributions made in 2018 when
compared to contributions made
in 2017. Some possible evidence of
taxpayers taking advantage of this
was present in 2017 for taxpayers
with incomes above $200,000.
A taxpayer’s level of religiosity may
also affect their willingness to take
advantage of these tax law changes.
For the middle-income taxpayers
($50,000-$200,000), there is
evidence of possible front loading by
taxpayers in the top three religiosity
segments
There is even greater evidence of this
possible behavior in the top three
religiosity segments of high-income
taxpayers (above $200,000).
When examining the information
for a possible delay in taxpayer
charitable contributions from
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Compared to 2018, tax laws in place in 2017
included a relatively low standard deduction and
made it easier for taxpayers to deduct charitable
contributions as an itemized deduction.
2017 into 2018 to avoid the Pease
limitation, some evidence of this
behavior was noted for the two
lowest levels of religiosity in highincome taxpayers.
Because charitable contributions
are motivated by reasons other than
tax savings, additional research
into the other drivers of charitable
contributions and their timing is
warranted.
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