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This paper discusses nonprofit organizations inc1ude reduced postal rates for publications
that have received tax-exempt status from the and mail solicitations State retail sales tax
Internal Revenue Service Tabular sumaries are exemption and State property tax exemption
provided from Information and related returns Also the federal government provides certain
filed for 1975 1977 and 1978 11 Some nonprofit organizations with surplus food pro-
summary data for 1946 12 are also included to ducts particularly for overseas philanthrophy
provide long-range perspective on the growth and even In some cases gifts of government
of these organizations in terms of numbers and surplus property
receIpts The most cnrnprehensive data in this

paper are shown for Tax Year 1975 Unless Prior to 1950 Federal Courts had held that the
otherwise specified the tabulations and the source of an exempt organizations income was
text discussion refer only to those exempt inconsequential to the determination of its

organizations filing Forms 990 and do not exempt status It was the ultimate use of the

include private foundations and farmers income that was important However

cooperatives which file Forms 990-PF and 990C investigations and Congressional hearings

respectively revealed that certain organizations were

involved in profit making schemes essentially
There are six main sections to the paper using their tax-exempt status as means to

Section contains discussion of the engage in income producing activities not

background on tax law Section deals with related to their exempt purpose As result
historical trends of exempt organizations Congress enacted as part of the Revenue Act of

between 1946 1975 Section shows financial 1950 tax on the unrelated business income of

concentration data Section Is the conclusion certain types of tax-exempt organizations The

and future studies Section shows acknow- Tax Reform Act of 1969 extended these provisions

ledgements notes and references and Section to include all exempt organizations except for

contains basic tables certain corporations organized under an Act of

Congress
BACKGROUND ON TAX LAW

The tax-exempt status of an organization does
Congress has historically accorded special not assure that individuals or businesses making

Privilege5
to organizations that engage in

contributions to that organization may deduct

charitale educational religious and certain
the contributions from their income for tax

other notfor-profit activities The exemp-
purposes Carrying out charitable purposes does

tion from Income tax as well as the deduction
not assure that an organization has tax-exempt

from Income allowed to contributing ndividuais status These are two common misconceptionsand businesses have been the major fiscal
regarding nonprofit organizations 14

Incentives Congress has provided to encourage
such activities Generally individuals or businesses may deduct

from their Income contributions to the following
Provisions of the 1913 Federal tax law as well types of tax-exempt organizations State

as succeeding Federal tax laws enacted by U.S possession Community Chest private

Congress exempted from taxation income of foundation war veterans organization
certain organizations which in the absence of church or other religious organization
such exemption would have been required to pay nonprofit hospital most educational organiza
tax upon items otherwise constituting taxable tions nonprofit volunteer fire company
income The first year that taxpayers could civil defense organization domestic fraternal

make contributions to these tax-exempt society if the contributions are to he used for

organizations and deduct those contributions charitable purposes and nonprofit cemetery

from their Income was 1917 Since income tax company

rates were being raised to help pay World War

defense expenditures Congress felt that SOME HISTORICAL TRENDS

voluntary contributions to charitable

organizations might decline unless tax Until the 1970s the only detailed IRS

Incentive was provided statistical studies of the exempt organizations

sector including farmers cooperatives were

Many State governments enacted legislation those made in the 1940s separate

sImlar to the federal legIslation granting Statistics Division publication on farmers

tax-exempt status to the same types of cooperatives subset of tax-exempt

organizations Some of the other benefits organizations was released for 1963
enjoyed by certain tax-exempt organizations first time report on private foundations for
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1974-78 has recently been released by the in 1946 these charitable organizations

Statistics Division Data from this latter received the largest percentage of contribu

report are one of the sources used in the next tions gifts and grants since they were in

paper at this session 18 general the only types of organizations that

businesses and individuals could contribute to

This section of the paper will discuss histori- and deduct the contributions from their income

cal data for exempt organizations between 1946
19Th Exempt private foundations included in table

see footnote are shown as part of 501c3
organizations Until 1969 private foundations

were never separately defined In the Internal
Total Receipts Revenue Code although there was general notion

of what these organizations were Private
Table shows that for 1946 total of 93458 foundations filed 26889 returns and reported
returns were filed by tax-exempt organizations total receipts of $3.3 billion for 1974
and that they reported total receipts of

Foundation data were not tabulated separately
billion Farmers cooperatives are excluded from

for 1946
the 1946-1975 comparison since no data for 1975

are available FINANCIAL CONCENTRATION ATA

For 1975 taxexempt organizations excluding Tables and show selected Income statement

farmers cooperatives filed 247086 returns and and balance sheet items by size of assets

reported total receipts of $118 billion receipts

Exempt Organizations Excluding
Based on table on the average 1975 1977

Private Foundations and Farmers Cooperatives
and 1978 approximately 40 percent of the

returns were filed by organizations with asset

The top five types of organizations in terms of holdings under $25000 while organizations with

returns filed for 1975 were charitable reli-
assets of $1000000 or more filed 10 percent of

gious educational and scientific organizations
the returns but held 92 percent of total

hereafter referred to as charitable-44 per-
assets These latter organizations also had th

cent labor agricultural and horticultural
highest concentration of total receipts 86

organizations hereafter referred to as
percent the greatest amount of contributions

laborll percent civic leagues social
received 70 percent and expended the largest

welfare and local associations of employees
amount of all direct fees for soliciting

hereafter referred to as civic leaguesll contributions 48 percent

percent social and recreational clubs here
after referred to as social7 percent Based on table on the average 1975 1977

business leagues chambers of commerce and real and 1978 approximately 65 percent of the

estate boards hereafter referred to as returns were filed by organizations with

leagues-7 percent These five types of receipts under $100 000 organizations with

organizations represented 81 percent of all receipts of $1000000 or more filed less than

returns filed and accounted for 84 percent of percent of all returns but had 88 percent of

total receipts It is interesting to note that all receipts These latter organizations also

all of the preceding organizations except
had the greatest amount of contributions

leagues were in the top five types of received 77 percent held the largest ampunt

organizations for returns filed in 1946 of all assets 86 percent and expended the

largest amount of all direct fees for soliciting

Charitable organizations received 58 percent
contributions

of total receipts for all organizations in 1975

and civic leagues received 17 percent None
Sales and other receipts exclusive of dues

of the other prominent types of tax-exempt
assessments contributions gifts and grants

organizations received more than percent of comprised the largest component of total

total receipts For 1946 Charitable receipts for all years This item represented

organizations received 30 percent of total
65 percent of total receipts in 1975 72 percent

receipts mutual savings banksl7 percent
in 1977 and 75 percent in 1978 Contributions

labor-l2 percent Civic leagues-9 percent
gifts and grants represented 18 percent of

leagues7 percent social7 percent
total receipts in 1975 14 percent in 1977 and

Corporations organized under an Act of
13 percent in 1978 Dues and assessments

Congress-7 percent and state chartered credit represented 17 percent of total receipts in

unions6 percent None of the remaining 1975 14 percent in 1977 and 12 percent in 1918

tax-exempt organizations received more than

percent of total receipts Organizations with receipts of $10 million or

more accounted for over 60 percent of total

receipts for all years These organizations had
Dues and assessments were largest for civic 60 percent of all receipts in 1975 68 percent
leagues in 1975-- about 44 percent of dues and

in 1977 and 72 percent in 1978 The same
assessments for all organizations Contribu-

organizations had the largest amount of total
tions gifts and grants were largest for chari

assets for all years In 1975 they held 55
table organizations--84 percent of the total

percent of all assets 64 percent in 1977 and

received by all organizations As was the case 69 percent in 1978

166



CONCLUSION AND FUTURE STUDIES Data for 1975 were obtained from

unpublished Statistics Division tabulations

The decades since the end of World War II have on Tax-Exempt Organizations Excluding

witnessed tremendous growth in tax-exempt Private Foundations and Farmers Coopera
organizations In the period 1946-1975 exempt tives Data for 1977 and 1978 were

organization filings have almost tripled while obtained from Exempt Organization Master

receipts have grown from $4 billion to $118 File Tabulations
billion Judging from past growth the

nonprofit sector will continue to represent Data for 1946 were obtained from U.S

significant part of the economy Department of the Treasury Internal

Revenue Service Statistics of Income-

For Tax Years 1982 1985 the Statistics 1946 Supplement Part Returns of

Division plans to publish selected income cYrganizatons Exempt from fncome Tax Under

statement and balance sheet data from the Exempt Section 1W Internal Revenue Code

Organization Master File for private foundations

and other tax-exempt organizations separately t3 Trinidad Sagrada Orden de Predicadores

These data will be supplemented by detailed data 263 U.S 578 T.D 3548 111-1 C.B 270

edited from small sample of private 1924
foundations and other tax-exempt orqanlzations

with large asset holdings new Statistics U.S Department of the Treasury Internal

Division publication The SO Bulletin will be Revenue Service How To Apply For And

the primary source for these data Retain Exempt Status For Your Organization
IRS Publication 557 U.S Government

Data Limitations Printing Office 1979

Data for 1977 and 1978 were obtained from U.S Department of the Treasury Internal

extracts of the Exempt Organization Master File Revenue Service Charitable Contributions

EOMF and in general represented exempt IRS Publication 526 U.S Government

organization returns that were processed in 1978 Printing Office 1979

and 1979 respectively The EOMF is compute
rized tape file containing limited Information U.S Department of the Treasury Internal

for all exempt organization returns that are Revenue Service Statistics of Income--

processed to this file for administrative 1963 Supplemental Report Farmers

purposes Unlike the data for 1975 which were Cooperative Income Tax Returns Publication

given special statistical treatment .the data 386 U.S Government Printing Office

for 1977 and 1978 were subjected only to 1966 See also Statistics of Income--1953
essential validity checks conducted during the Farmers Cooperative Income Tax Returns
revenue processing of the returns Publication 386 U.S Government Printing

Office 1957

U.S Department of the Treasury Internal
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