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hevelone: How did you become 
interested in phi lanthropy and 
its ef fec t iveness in terms of the 
publ ic-pr ivate par tnership?

madoff: I d id a book about the 
law of the dead. How does the 
law t reat interests of the dead? 
Pr ivate char itable foundat ions 
are one of the big ways that 
people are a l lowed to l ive on 
af ter death. T he lega l t reatment 
of pr ivate char itable t r usts has 
changed enormously over our 
countr y ’s histor y.  T hey went 
f rom being l itera l ly not a l lowed, 
to becoming a l lowed, and even 
heav i ly subsidized by our tax 
system. T hat brought me to the 
quest ion of “What are we get t ing 
for this subsidy?” I was sur-
pr ised to see how l it t le we ask 
of our pr ivate char itable founda-
t ions in terms of payout .

hevelone: Should we be worr ied 
about how we def ine the pub -
l ic good in terms of payout? Is 
it  okay to let  people def ine the 
publ ic good for themselves? How 
do we go about measur ing the 
publ ic good?

madoff: It ’s a l it t le bit  l ike what 
people say about democracy – 

it ’s  the worst system other than 
ever y other system.

Our current system lets ever yone 
dec ide for themselves what the 
publ ic good is,  which obv ious-
ly has its problems, but it  a lso 

avoids other problems. When we 
want to be hav ing a robust c iv i l 
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donors making donat ions and 
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char itable checking account . 
However,  I  think we should have 
some t ime per iod imposed on 
the d ist r ibut ion of the funds. 
Now that people are using do -
nor-adv ised-funds for larger and 
larger g i f ts–you see g i f ts even 
as much as $1 bi l l ion going into 
donor-adv ised funds–it ’s im-
por tant that you make the t ime 
per iod one that is reasonable for 
people to spend large amounts 
of money. Maybe a bi l l ion might 
be too hard to spend in 20 years, 
but why g ive a l l  the tax benef its 
then in year one i f  you’re not 
going to spend it?

hevelone: Could pr ivate foun-
dat ions a lso have some sor t of 
t imeframe in which their in-
coming contr ibut ions have to be 
spent? Would that be benef ic ia l 
as wel l?

madoff: T here have been, in the 
past ,  quest ions about whether 
pr ivate foundat ions should be 
a l lowed to ex ist  in perpetuit y. 
In 1969, the year that Congress 
imposed a l l  of these payout 
requirements on pr ivate foun-
dat ions, they a lso considered 
l imit ing pr ivate foundat ions to 
25 years because of this concern 
that we g ive lots of benef its for 
money that gets set aside,  and 
you just are growing an organi-
zat ion and you’re not commit-
t ing the money to the publ ic 
good.

hevelone: You’ve a lso men-
t ioned in some of your editor ia ls 
that DAFs are growing in size, 
but overa l l  char itable output has 
remained relat ively f lat . 

madoff: T his is a separate point 
about the grow th of donor-ad-
v ised funds. Suppor ters of do -
nor-adv ised funds say,  “Look at 
how much more money this has 
brought into char it y.” In fac t , 

g iv ing to char it y has remained 
remarkably consistent in the his-
tor y of tak ing in these numbers, 
which has been 50 years now. It 
has remained pret t y consistent 
at  2% of d isposable net income. 
What ’s happened is that more 
money has gone to DAFs, but 
more money has not been going 
to char it y.  It ’s st i l l  stay ing at 2% 
of d isposable net income.

hevelone: Do you have any tax 
adv ice to Amer ican taxpayers 
who want to g ive char itably?

madoff: T he tax adv ice,  f rom a 
prac t it ioner point of v iew, is that 
people should g ive apprec iated 
proper t y because you get double 
the tax benef its .  Somebody who 
g ives cash only gets the bene-
f it  of the income tax deduct ion. 
Someone who g ives apprec iated 
proper t y gets to save both capita l 
gains and income taxes.  We give 
a double benef it  to contr ibut ions 
of apprec iated capita l ,  and this 
is just another of the many ways 
that our tax system prov ides ex-
t ra tax benef its for the wealthy.

hevelone:  It  would be nice to 
see that reformed legislat ively!

madoff: T he reason that we 
don’t  see that reform is because 
it ’s par t of a larger g iveaway 
of capita l  gains taxes,  which is 
that ever ybody can avoid capita l 
gains taxes by dy ing and holding 
onto their capita l  assets.  T hen 
they never pay capita l  gains tax-
es.  T heir heirs get a step -up in 
basis,  so no capita l  gains taxes 
are ever paid .

A l l  of that is to say that we have 
a system that a lready d ispropor-
t ionately benef its capita l  assets 
in a way that is not idea l for 
soc iet y. 

[end]


