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Developing the intersection of well-being science and trust & estate planning

HOW CAN CHARITABLE GIVING SUPPORT DONOR WLLIL-BLING?

In 2022, Americans gave $499.33 billion to
charity, representing $62.43 billion above pre-
pandemic levels, with $319.04 billion coming from
individuals and $105.2 from féundations.

Charitable giving is an important part of estate
planning. For many, it is an essential component
of their family legacy. While the impact of giving
back to the world can be high, many times, the
value of the positive impact on the family
members’ well-being is disregarded.

Numerous studies on charitable giving have been
done with the goal of helping charitable
organizations improve their fundraising. The
objective is to better understand the
demographics of the donors and their
motivations, as well as to ascertain the most
effective mechanisms to reach donors.

e emergence of positive psychology and
well-being science, a new angle of study offers
insights on the benefits of giving for the charitable
donor. The goal here is to help individuals make
the most out of their charitable giving experience.
In other words, there is an opportunity to increase
the donor’s well-being with the potential of more
positive impact for the beneficiaries too. Engaging
in virtuous actions, such as philanthropic activities,
begins a cycle of building upon strengths and
virtues of the donor that generate happiness,
which at the same time fuels the desire for more
virtuous actions. This cycle builds psychological
capital for the individual, which leads to lasting
gains in happiness.”

Charitable giving and well-being are correlated.
Prosocial spending activates the reward areas of
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the donor’s brain. The emotional consequences
cascade into physical benefits too, including
better health, increased physical strength and
better mood. Individuals giving their time and
money tend to report higher life satisfaction, and
better mental health and psychological well-
being.

Self-determination theory'offers a framework for
understanding when and why giving leads to
happiness. Self-determination theory is a
motivational theory that distinguishes between
autonomous and controlled motivation. When
individuals are autonomously motivated, they
engage with full intention with what they do
because they find it enjoyable, interesting, or
consistent with their own values. They are highly
likely to experience positive emotions, and a
sense of flexibility and freedom of choice. In
contrast, when people’s motivation is controlled,
they act out of coercion, seduction, or obligation
and tend to experience pressure and
compulsion, rather than deep engagement and a
sense of choice.

,‘l Autonomous motivation in charitable giving is
| preferred for donor well-being.

According to this self-determination theory, well-
being depends on the satisfaction of three basic
needs: relatedness, competence, and autonomy?
Hence, monetary giving is likely to increase well-
being when fulfilling these three basic needs.

Giving to an organization that works with
individuals who are close to the donor because
they share a cause, a specific bond or a

T community is more impactful to donor well-being
because it activates the experience of
relatedness.

Donor’s ability to curate the charities they
support based on their leadership, trajectory,
1and proven achievements and impact not only

reinforces self-determination but also happiness
for giving.

Freedom to give and to choose is positive for
*donor well-being.

HOW CAN
CHARITABLE
GIVING SUPPORT
DONOR
WELL-BLING?

Relatedness is a fundamental need for
social connection and belonging. Research

shows that donors are happier when giving
provides the opportunity to connect with
others. Additionally, the happiness boost is
higher when the beneficiaries are close
ones rather than just acquaintance’Close
ties are based on self-categorization of
people in one’s life and not necessarily
meaning family or close friends.

. Competence is tied to seeing the impact

" of generous actions. Individuals feel
happier when giving money to effective,
competent helpers whose actions have
proved to make a real difference.

Autonomy is the freedom to choose. In the

£-2 < .. q q
@ case of giving, donor well-being increases

when they have the choice about when to
give and to whom. The less restricted and
more spontaneous the donation behavior,
the more significant the increase in
happiness.’

For wealthy families, charitable donations are an opportunity to build well-being for family members. This requires
incorporating elements of self-determination theory in their giving back mechanisms and offering each family
member the experience of relatedness, competence, and autonomy.
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Philanthropy holds the potential to be a positive force that helps each family member pursue a good life, as he or
she defines it, including contribution and engagement in their communities and beyond. Thoughtful families use
charitable giving to cultivate and promote the best in their members. We work with them to structure a solution that
offers the desired experience of relatedness, competence and autonomy.

We expanded on these charitable ideas in our 2020 Bloomberg Tax article entitled Well-Being Supported by Family
Wealth — A Foundation to Flourish.’ In the Bloomberg article, we explain how to structure private family foundations,
charitable lead trusts and charitable remainder trusts to promote self-determination. Sample language is provided
for foundation articles and charitable trusts.

If you are interested in learning more about possible options to you and your family, do not hesitate to contact us.
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More information

For more information on how to positively use family wealth and inheritance to foster family well-being
- thriving in multiple domains of life, see our Family Wealth and Inheritance Services page or contact
Richard Franklin, rfranklin@fkl-law.com, (202.495.2677), Claudia Tordini, ctordini@fkl-law.com or your
FKL attorney.

DISCLAIMER: This writing has been prepared by Richard S. Franklin and Claudia Tordini for informational purposes only with no warranty as
to accuracy or applicability to a particular set of circumstances. The writing is not intended and should not be considered to be legal advice
and does not create an attorney client relationship with any reader of the information. Readers should not act upon any content without
obtaining legal advice from competent, independent, legal counsel in the relevant jurisdiction. This writing is also not designed or intended
to provide financial, tax, accounting, or other professional advice. The reader is cautioned that this writing only provides a general
discussion, that critical information may be omitted, and that any idea or strategy discussed herein may not be suitable for any particular
individual.

Copyright 2023 Richard S. Franklin & Claudia E. Tordini. All rights reserved.


https://givingusa.org/giving-usa-limited-data-tableau-visualization/
https://www.conversationsonphilanthropy.org/journal-contribution/positive-psychology-and-philanthropy-reclaiming-the-virtues-of-classical-liberalism/
https://journals.sagepub.com/doi/abs/10.1177/0963721413512503
https://www.researchgate.net/publication/312960448_Self-Determination_Theory_in_Work_Organizations_The_State_of_a_Science
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3037397/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3037397/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3037397/
https://pubmed.ncbi.nlm.nih.gov/34950729/
https://pubmed.ncbi.nlm.nih.gov/34950729/
https://static1.squarespace.com/static/52d6dce1e4b0a6a1dc27ca56/t/60a7ae288fd43071e65276a3/1621601832383/Well-Being+Supported+by+Family+Wealth+-+45_EGTJ_03_%285-2020%29+Franklin+with+permission.pdf
https://static1.squarespace.com/static/52d6dce1e4b0a6a1dc27ca56/t/60a7ae288fd43071e65276a3/1621601832383/Well-Being+Supported+by+Family+Wealth+-+45_EGTJ_03_%285-2020%29+Franklin+with+permission.pdf
https://static1.squarespace.com/static/52d6dce1e4b0a6a1dc27ca56/t/60a7ae288fd43071e65276a3/1621601832383/Well-Being+Supported+by+Family+Wealth+-+45_EGTJ_03_%285-2020%29+Franklin+with+permission.pdf

