
Abstract
This article puts forth a joint-supply model of charity, in which the purchase of a private good yields excess

revenues used to �nance a public charitable output. Joint supply is an especially e�ective fund-raising

technique when the private and public goods are Hicksian complements. Competitive advantages, gained

through tax-exempt status, also allow charities to outcompete for-pro�t competitors. Evidence drawn from U.

K. charities demonstrates that large successful charities generate a sizable portion of revenues from direct-

trading activities.
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1. See Cornes and Sandler (1984) and Olson (1965) on technological jointness.

2. At equilibrium, MRS  may be quite large, especially for those public goods whose equilibrium
supply deviates greatly from the optimum quantity. The exact size of MRS  depends on the number
of units consumed. Joint supply helps induce donors to contribute, but need not lead to optimality.

3. Income and Corporation Taxes Act (1978, S. 360(1)(e)).

4. Income and Corporation Taxes Act (1978, S. 248).

5. "The problem at which this tax on unrelated business activity is directed here is that of unfair
competition. The tax-free status of these organizations enables them to use their pro�ts tax-free to
expand operations, while their competitors can expand only with the pro�t remaining after taxes" (U.S.
Congress, 1950: 36).
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6. The eight charities in Table 1 are among the ten largest fund-raising charities in Britain (see Charities
Aid Foundation, 1984). Accounts were not available for the other two charities.

7. Clearly, our analysis could be expanded to include altruistic motives along with the self-interest
motives depicted.

References
Charities Aid Foundation (1984) Charity Statistics 1983/84 Tonbridge: Author.

Google Scholar

Cornes, R. and T. Sandler (1984) "Easy riders, joint production, and public goods." Econ. J. 94: 580-598

Crossref

Google Scholar

. General Rate Act (1967) The Public General Acts and Measures of 1967, Vol. 1. London: HMSO.

Google Scholar

Income and Corporation Taxes Act (1978) The Taxes Act, Vol. 3. London : HMSO.

Google Scholar

Margolis, H. (1981) "A new model of rational choice." Ethics 91: 265-279

Crossref

Google Scholar

. ———( 1982) Sel�shness, Altruism and Rationality New York: Cambridge Univ. Press.

Google Scholar

Olson, M. (1965) The Logic of Collective Action Cambridge, MA: Harvard Univ. Press.

Crossref

Google Scholar

Roberts, R.D. (1984) "A positive model of private charity and public transfers." J. Pol. Economy 92: 136-
148

Crossref

Google Scholar

. Sugden, R. (1982) "On the economics of philanthropy." Econ. J. 92: 341-350

Crossref

Google Scholar

https://scholar.google.com/scholar_lookup?title=Charity+Statistics+1983%2F84&publication_year=1984
https://doi.org/10.2307/2232704
https://scholar.google.com/scholar_lookup?title=%22Easy+riders%2C+joint+production%2C+and+public+goods.%22&publication_year=1984&journal=Econ.+J.&pages=580-598&doi=10.2307%2F2232704
https://scholar.google.com/scholar_lookup?title=The+Public+General+Acts+and+Measures+of+1967&publication_year=1967
https://scholar.google.com/scholar_lookup?title=The+Taxes+Act&publication_year=1978
https://doi.org/10.1086/292227
https://scholar.google.com/scholar_lookup?title=%22A+new+model+of+rational+choice.%22&publication_year=1981&journal=Ethics&pages=265-279&doi=10.1086%2F292227
https://scholar.google.com/scholar_lookup?title=Selfishness%2C+Altruism+and+Rationality&publication_year=1982
https://doi.org/10.4159/9780674041660
https://scholar.google.com/scholar_lookup?title=The+Logic+of+Collective+Action&publication_year=1965&doi=10.4159%2F9780674041660
https://doi.org/10.1086/261212
https://scholar.google.com/scholar_lookup?title=%22A+positive+model+of+private+charity+and+public+transfers.%22&publication_year=1984&journal=J.+Pol.+Economy&pages=136-148&doi=10.1086%2F261212
https://doi.org/10.2307/2232444
https://scholar.google.com/scholar_lookup?title=%22On+the+economics+of+philanthropy.%22&publication_year=1982&journal=Econ.+J.&pages=341-350&doi=10.2307%2F2232444


. ———( 1984) "Reciprocity: the supply of public goods through voluntary contributions." Econ. J. 94:
772-787

Crossref

Google Scholar

. U.S. Congress, House, Committee on Ways and Means (1950) Revenue Act of 1950, 81st Congress, 2nd
Session. House Report 2319 Washington, DC: Government Printing O�ce.

Google Scholar

Similar articles:

How Do Nonpro�t Firms Respond to Tax Policy?

Show Details 󩆙

Relations between Financing and Output in the Not-for-Pro�t Hospital

Show Details 󩆙

Altruism Toward Groups: The Charitable Provision of Private Goods

Show Details 󩆙

View More

Sage recommends:

Corporation Donations

Show Details 󩆙

The New Corporate Philanthropy

Restricted access

Restricted access

Restricted access

CQ Researcher
Report

CQ Researcher
Report

https://doi.org/10.2307/2232294
https://scholar.google.com/scholar_lookup?title=%22Reciprocity%3A+the+supply+of+public+goods+through+voluntary+contributions.%22&publication_year=1984&journal=Econ.+J.&pages=772-787&doi=10.2307%2F2232294
https://scholar.google.com/scholar_lookup?title=Revenue+Act+of+1950%2C+81st+Congress%2C+2nd+Session.+House+Report+2319&publication_year=1950
https://journals.sagepub.com/doi/10.1177/1091142116634850?icid=int.sj-abstract.similar-articles.1
https://journals.sagepub.com/doi/10.1177/107755878804500204?icid=int.sj-abstract.similar-articles.2
https://journals.sagepub.com/doi/10.1177/0899764097262005?icid=int.sj-abstract.similar-articles.3
http://dx.doi.org/10.4135/cqresrre1953082500
http://dx.doi.org/10.4135/cqresrre19980227


Show Details 󩆙

New Faces of Charity

Show Details 󩆙

View More

You currently have no access to this content. Visit the access options page to authenticate.

Download PDF

CQ Researcher
Report

Also from Sage

CQ Library

Elevating debate

Sage Data

Uncovering insight

Sage Business Cases

Shaping futures

Sage Campus

Unleashing potential

Sage Knowledge

Multimedia learning resources

Sage Research Methods

Supercharging research

Sage Video

Streaming knowledge

Technology from Sage

Library digital services

http://dx.doi.org/10.4135/cqresrre1986121200
https://journals.sagepub.com/action/showLogin?uri=/doi/10.1177/109114218601400206
https://journals.sagepub.com/doi/pdf/10.1177/109114218601400206?download=true
https://library.cqpress.com/index.php?utm_source=cross-product-footer&utm_medium=cross-product
https://www.data-planet.com/?utm_source=cross-product-footer&utm_medium=cross-product
https://sk.sagepub.com/cases?utm_source=cross-product-footer&utm_medium=cross-product
https://classroom.sagepub.com/?utm_source=cross-product-footer&utm_medium=cross-product
https://sk.sagepub.com/?utm_source=cross-product-footer&utm_medium=cross-product
https://methods.sagepub.com/?utm_source=cross-product-footer&utm_medium=cross-product
https://sk.sagepub.com/video?utm_source=cross-product-footer&utm_medium=cross-product
https://www.technologyfromsage.com/?utm_source=cross-product-footer&utm_medium=cross-product

