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Overview

The U.S. tax system is used as a tool for accomplishing many different policy priorities, 
one of which is to support charitable organizations and the work that they do by provid-
ing a tax deduction for charitable contributions. This particular tax expenditure—so 
named because it targets federal government spending through the U.S. tax code—is 
one of the largest in terms of lost government revenue and also one of the most popular 
because of the many charitable causes these tax deductions support. 

Unfortunately, the benefits of this tax expenditure accrue almost exclusively to the 
wealthy even though many Americans up and down the income ladder give generously 
to charity, as detailed by several statistical measures in this issue brief. Wealthy taxpayers 
reap 97 percent of the tax breaks for charitable giving compared to all remaining taxpay-
ers in the country. Research shows that capping the amount of charitable giving eligible 
for the tax deduction is one way policymakers could make this tax expenditure more 
equitable while also boosting public spending on social services—all without unduly 
affecting private charitable giving. 

Examining the effects of the charitable tax deduction 

The tax deduction for charitable giving is one of the largest in terms of its estimated 
revenue impact. The Joint Committee on Taxation estimates the five-year revenue cost 
(from 2016–2020) at $313.4 billion, and the deduction is routinely among the top 10 to 
15 federal tax expenditures in terms of its revenue cost.1 (See Figure 1.)
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FIGURE 1

The deduction for charitable contributions allows households to deduct the amount 
of cash contributions to charitable organizations from their taxable income if their tax 
deductions are itemized. The charitable contributions deduction aims to support the 
work of nonprofit organizations, but the particular form it takes gives a much larger tax 
break to the rich than to the rest of taxpayers—and it’s not that only the rich give to 
charities. Charitable giving remains broad based, with nearly 50 percent of households 
donating to more than one cause annually, according to Giving USA and the Center on 
Philanthropy at Indiana University.2 Indeed, giving as a percentage of household income 
is U-shaped, meaning that low- and high-income households give a larger portion of 
their income to charity than middle-income households.3 The problem is, the current 
structure of the charitable deduction does not allow lower-income households to get 
the benefit of deducting their charitable contributions because they don’t itemize their 
taxes, whereas higher-income households amply succeed in reducing their tax burden 
via charitable giving. 

The deduction for charitable contributions almost exclusively benefits high-income 
households, as illustrated by the data examined in this issue brief. The data used in the 
figures below come from the 2009 public-use version of the Internal Revenue Service’s 
Statistics of Income Microdata. Along the horizontal axis are households divided into 
20 groups, or ventiles, of equal size, ordered from lowest to highest modified gross 
income.4 By this measure, the median annual income of tax filers was $29,800; the top 5 
percent earned between $156,820 and $95,800,000. (See Figure 2.)
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FIGURE 2

The relationship between income and the value of the deduction is apparent. The aver-
age charitable contribution deduction grows steadily as income rises. In fact, the average 
deduction received by households in the top 5 percent of earners is more than 30-times 
larger than the deduction for charitable contributions received by the median-income 
family. Yet households with incomes between $20,000 and $40,000 give nearly 5 per-
cent of their income to charity, similar to the households that make between $1 million 
and $5 million and give more than 5 percent of their income.5 (See Figure 3.)

FIGURE 3

Top-income households on average deduct nearly 3 percent of their taxable income, 
but a closer look at average deductions for charitable contributions as a percentage of 
household income demonstrates that even though lower-income households give to 
charitable causes, they are not receiving deductions for their contributions. Nearly 90 
percent of top-income households opt to take advantage of the deduction, whereas 
approximately 13 percent of middle-income households take this deduction.

Another look at the distribution of the deduction for charitable contributions examines 
the total share of the expenditure that went to households in the bottom 50 percent, the 
top 5 percent, and the group in between. The bottom half received about $124 million, 
or just 0.2 percent of the total expenditures, compared to nearly $1.7 billion (3 percent) 
that went to the next 45 percent—both of which are well below the $55 billion (97 
percent) that went to the top 5 percent of beneficiaries. (See Figure 4.)

FIGURE 4
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FIGURE 4

Policy options for the charitable deduction 

Many of the proposals to eliminate or cap the amount of the deduction for charitable 
contributions would have both adverse and advantageous implications. There is inher-
ently a trade-off between encouraging charitable contributions and increasing tax 
revenues. On one hand, capping or eliminating the tax benefit of the charitable contri-
butions deduction may reduce overall charitable contributions and hinder support for 
the work that the nonprofits do. Politically, this is also tough to do, as the public favors 
supporting the work that religious, health, educational, and cultural charities conduct. 
This may result in a multitude of negative effects for the charitable organizations. 

On the other hand, this deduction is only accessible to taxpayers who have high enough 
incomes to itemize their taxes and deduct cash contributions. Eliminating or capping 
the amount of charitable contributions one can deduct would expand the existing tax 
base, limiting a key tax expenditure currently available only to the wealthy. These addi-
tional funds could make it possible to redirect public spending toward strengthening 
social safety programs that target those in need. 

Adjusting the deduction for charitable contributions can be difficult. The trade-offs 
between encouraging support for charitable causes and increasing tax revenues in a 
progressive way should be taken seriously. Former President Barack Obama in 2014 
proposed to limit tax subsidies that affluent U.S. taxpayers take for deductible expenses, 
including the deduction for charitable contributions. Following his proposal, the Tax 
Policy Center estimated that total charitable contributions would decline only modestly, 
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by an amount between 1.6 percent and 3 percent of total charitable contributions, while 
helping increase tax revenues.6 These kinds of limitations to the amount of deductible 
expenses taken by upper-income U.S. taxpayers such as the deduction for charitable 
contributions would greatly help reduce government tax expenditures and help preserve 
the progressive federal tax system.
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