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Abstract

In 2010, Oxfam found itself embroiled in a sexual exploitation scandal during
the Haiti earthquake relief e ort. This is just one of many historical examples of
charities spending voluntary contributions contrary to the expectations of donors.
Unlike private consumption goods, donors nd it di cult to ascertain the quality
of the charitable good they are purchasing since they are seldom the bene ciary
of said charity’s work. Combined, these two observations have led to increased
demands for more transparency regarding charities’ expenditures.

Primarily, this research seeks to clarify whether presenting nancial information
a ects both the propensity to donate and the size of donations solicited. The

nancial information presented in this research splits a charity’s spending into two
categories; expenditure that directly bene ts the charity’s cause, and expenditure
that indirectly furthers the charity’s cause. Therefore, this study additionally
investigates whether the framing of the nancial information plays a role in
determining donation behaviour, as well as examining the e ects of nancial
information across numerous charities with varying expenditure pro les.

Adopting a between-subject experimental design, donation behaviour is observed
via an adapted dictator game administered via an online survey through Proli c.
This thesis nds that nancial information is only a signi cant determinant of
donation behaviour when a negative frame is adopted and the magnitude of the
expenditure ratio falls within certain values.

Subsequently, should charities wish to become increasingly transparent and
present such nancial information, they should be wary of two factors; the magni-
tude of any ratio adopted to convey nancial information, and the frame adopted
to present said information.
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Chapter 1

Introduction

Background/Motivation

The decision of whether to donate, how much to donate, and which charity to
donate to can be a daunting task. There are thousands of charities varying in
mission, size, scope, and budget competing for donations. Even after singling out a
charitable cause, there are likely a plethora of charities to choose from all pursuing
a closely related goal.

The donation decision is further clouded by the di culty in determining the
quality of the charitable good being purchased. Assuming that donors are motivated
to some extent by altruism (Andreoni, 1990) and are subsequently concerned with
the perceived impact of their donation (Cryder et al., 2013; Duncan, 2004), the
quality of the charitable good being purchased should be of interest to donors.
However, unlike private goods, the purchaser of the charitable good, i.e. the donor,
is seldom also the consumer, i.e. the charity’s bene ciaries, making it extremely
di cult for the donor to ascertain the quality of the good.

It is this disconnect between the donor and the quality of the charitable good that
often enables charities to abuse their position and allocate funds irresponsibly. This
research was primarily motivated by the Oxfam scandal following an earthquake
in Haiti in 2010. Oxfam, an internationally renowned group of charities that seeks
to reduce poverty, was accused of hiring sex workers during the Haiti relief e ort.
Sadly, charity misconduct and the misuse of funds are not uncommon (Keating and
Frumkin, 2003). In 2012, The Kids Wish Network, a charity that grants wishes to
children with life-threatening conditions, collected approximately $18.6 billion but
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only spent $240,000 directly on granting the wishes of sick children. While, other
examples include the president of the charity United Way of America embezzling
money from the charity (Murawski, 1995), investment fraud by the Foundation for
New Era Philanthropy (Stecklow, 1997), and theft by leaders from the Episcopal
and Baptist churches (Greene, 1999; Fletcher, 1999).

As a consequence, the aforementioned historic misuse of funds by charities and
the inability of donors to ascertain the quality of the charitable good has motivated
this research to analyse whether introducing nancial information regarding the
expenditure of charities a ects donation behaviour.

Within the literature, the relationship between the overheads of charities and
donation behaviour has received increased attention. Categorised as administration
costs and fundraising costs, these overheads are often presented as a ratio of total
income or expenditure. However, analysing archival panel data, there is a lack of
consensus regarding the relationship between nancial information and donation
behaviour. Results from these early studies nd donation behaviour to be sensitive
to nancial information but the size and direction of the relationship appear
dependent on the type of nancial information being presented. Administration
costs, for instance, seem to have a largely negative correlation with donation
behaviour, while fundraising costs are perceived positively by donors.

Nevertheless, signi cant caution should be applied when interpreting the results
of studies scrutinising historical panel data. As the more recent literature highlights,
there is signi cant concern regarding the reliability of the aforementioned research,
which utilises historical IRS Form 990 data (Froelich and Knoep e, 1996; Gordon
et al., 1999). Concerns include the data containing an implausibly high number of
charities reporting zero administration or fundraising expenses (Steinberg, 1983)
and widespread misreporting of expenses (Krishnan et al., 2006a). Moreover, since
this data was not initially collected for the purpose of assessing the impact of

nancial information on donation behaviour, the authors have signi cantly less
control over external and uncontrolled variables. Tinkelman and Mankaney (2007)
highlights that the econometric models adopted in these studies frequently fail to
control for factors such as organisational age, crowding in, and current fundraising
e orts. All of these observations cast notable doubt over the conclusions of studies
analysing historical panel data. Subsequently, these limitations of the data increase
the risk of incorrectly inferring a relationship between nancial information and
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donation behaviour (Tinkelman and Mankaney, 2007).

With their increased control over variables, experimental approaches can be
argued to provide a more robust assessment of causal relationships (Guala, 2005).
Adopting randomisation to control for external variables such as personal charac-
teristics, well-designed experiments vary the variable of interest exclusively, noting
the impact on the dependent variable. However, despite the recent exponential
rise in the use of experimental games (Davis and Holt, 2021), to the author’s
knowledge, there has been a limited e ort to consolidate the proposed empiri-
cal relationship between nancial information and donation behaviour through
experimental methods.

As a cornerstone paper, Gneezy et al. (2014) represents the rst experimental
investigation into the e ects of presenting nancial information on donation be-
haviour. Adopting a modi ed dictator game using undergraduate students, Gneezy
et al. (2014) discovered that when e ectively reducing the level of overheads to
zero, the donation rate increased signi cantly, from 49 per cent to 71 per cent.
Portillo and Stinn (2018) reinforces the conclusions of Gneezy et al. (2014), stating
the importance of overheads in the decision to donate. Via a second experiment,
Gneezy et al. (2014) further stipulated that the observed overhead aversion does
not stem from e ciency concerns but rather the desire of donors to make an
impact.

According to the National Council for Voluntary Organisations (NCVO), the
voluntary sector in the UK received £60.5 billion in income in 2022 (Tabssum,
2023). Representing approximately 2.7 per cent of the UK’s gross GDP in 2022,
this highlights how important it is to garner a better understanding of the motives
underpinning this giving behaviour*. Although monetary donations may be the rst
form of contribution that springs to mind when considering charitable acts, giving
behaviour is not con ned to monetary donations. Rather, charitable donations can
take many forms, including the giving of goods, real estate, assets, time through
volunteering, and even acts such as donating organs and giving blood.

This study will focus on monetary donations for two reasons. Firstly, they
account for the vast majority of charitable giving. In 2022, 54 per cent of people in
the UK donated money to a charitable cause, compared to 51 per cent that donated
goods, and 13 per cent that volunteered their time (Charities Aid Foundation,

1For a more detailed overview of the UK voluntary sector, see Appendix B.1.
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2023). Secondly, monetary donations are easier to aggregate accurately. It is
di cult to place a monetary value on an individual’s time, while the value of goods,
assets, and real estate vary signi cantly from one item to the next. Hence, in the
author’s opinion, monetary donations represent the most appropriate measure of
giving behaviour in the context of this research.

Research Question

Seeking to add to the limited experimental literature on the e ects nancial
information has on donation behaviour, this thesis will undertake an experimental
approach to identify whether the presence of nancial information regarding the
charity’s expenditure a ects the donation behaviour of individuals. This is the
core research question this thesis sets out to answer.

Presented as a ratio of total expenditure, the nancial information presented in
this research divides the expenditures of charities into two categories; expenditure
that directly furthers the charities’ missions, and expenditure that indirectly aids
the charities in achieving their missions. Chapter 3 will discuss the composition of
the nancial information utilised in this study in more detail.

Research Objectives

To answer the core research question of this thesis, the following research objec-
tives and accompanying hypotheses will be investigated. To begin, this thesis’

rst research objective will investigate whether presenting nancial information
systematically a ects donation behaviour through testing the following hypothesis:

H21: The presence of nancial information does not a ect donation
behaviour

Although there is a partial overlap between the experiments adopted in Gneezy
et al. (2014) and the experiment undertaken here, this thesis makes a separate
contribution to the literature by building on the experimental design of Gneezy et al.
(2014) in several ways. Firstly, while Gneezy et al. (2014) measures the propensity
to donate, the donation amount is xed at $100. Conversely, this research measures
both the propensity to donate, as well as the actual size of donations, capturing
an additional important element of donation behaviour. Secondly, the results
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garnered from this thesis’ experiment boast improved external validity. Through
an online survey, this research captures the behaviour of a wide variety of subjects,
as opposed to just undergraduate students as is the case in Gneezy et al. (2014).
Another important advancement made by this research is increasing the choice
available within the experiment regarding charitable causes. Gneezy et al. (2014)
only varies the nancial information of a single charity, whereas, the experiment
undertaken here varies the nancial information of three charities, better re ecting
the real world. Finally, failing to anonymise the charities, Gneezy et al. (2014)
does not control for noise created by the reputation of the charities, or previous
fundraising e orts. Anonymising the charities, this research ensures any external
characteristics of the charity beyond their mission are controlled for.

The second research objective of this thesis investigates the framing of the

nancial information and its subsequent impact on donation behaviour. Speci cally,
this research analyses the e ects of attribute framing, which refers to when a piece
of information is presented using two logically equivalent descriptions but valenced
in either a positive or negative light.

As mentioned previously, the nancial information presented in this research
splits the total expenditure of charities into two categories. Firstly, the ratio
highlighting the money the charity spends to directly further its charitable goals is
titled the Direct Expenditure Ratio (DER). Since this highlights the money being
spent on executing programs and improving outcomes for the charity’s bene ciaries,
it is seen as a positive frame. Alternatively, the nancial information in this study
can be framed negatively, through the Indirect Expenditure Ratio (IER). This is
the negative frame as it highlights the proportion spent on non-program-related
expenditures, such as spending on generating funds. As long as individuals are
aware that the charities’ total expenditure has been divided into two groups, it
should not matter which ratio participants are provided with as they are logically
equivalent.

How information is presented, speci cally attribute framing e ects, has been
shown to cause signi cant divergences in preferences, despite the fact the informa-
tion presented remains logically identical. Within the literature, it has been heavily
evidenced that presenting information in a positive manner leads to an increasingly
favourable evaluation of said information when contrasted to its negatively framed
counterpart (Freling et al., 2014; Gamliel and Kreiner, 2020; Levin and Gaeth,
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1988; Sanford et al., 2002).

Therefore, given there is a burgeoning demand for charities to increase trans-
parency regarding their expenditure, this thesis, as a second research objective,
seeks to clarify whether the framing of this expenditure information is correlated
with donation behaviour.

Assuming charities increasingly unveil their nancial information to prospective
donors and there is an inherent dislike for this information, as reported in the
literature, this research seeks to understand whether varying the presentation of
this information in both a positive and negative frame a ects how donors react to
the nancial information. Hence the second research hypothesis of this thesis is as
follows:

H2: The donation behaviour observed for the positively framed nancial
information is not statistically di erent from that observed when the
nancial information is framed negatively

This research hypothesis is of great signi cance, since to the author’s knowledge,
this research represents the rst investigation into the e ects of attribute framing
on the impact nancial information has on donation behaviour.

Lastly, due to the diversity of the work they undertake, their age, and organisa-
tional structure, charities are likely to have varying cost structures and therefore
di erent magnitudes of DERs and IERs when it comes to nancial information.
This research subsequently seeks to understand if the di erent expenditure pro les
of charities, as communicated via the DER and IER, a ect donation behaviour
systematically. Therefore, the third and nal research objective this thesis explores
is whether the magnitude of the expenditure ratio adopted as the nancial infor-
mation a ects donation behaviour. This will be achieve through the testing of the
following hypothesis:

H3: The magnitude of the expenditure ratio adopted to represent the
nancial information does not systematically a ect donation behaviour

Broadly speaking, in the literature, it has been highlighted that seldom have
research papers sought to address the role magnitude plays when individuals are
faced with numerical information and asked to subsequently provide an evaluation
(Gamliel and Kreiner, 2020). Even fewer papers apply this concept to the role of

nancial information in charitable giving. To the author’s knowledge, Gneezy et al.
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(2014) represents the only study that varies the expenditure pro le of charities,
adopting two levels of overhead ratio; 5% and 50%. Investigating the e ect on
propensity to donate, Gneezy et al. (2014) nds those in the 50% overhead ratio
treatment were less likely to donate when compared to those in the 5% overhead
treatment.

In addition to the drawbacks previously highlighted regarding Gneezy et al.
(2014) and the external validity of their results, the expenditure ratio sizes adopted
by Gneezy et al. (2014) are ctitious, hastening further validity concerns. Further-
more, the two magnitudes adopted are extremely ‘clean’ and cognitively easy to
evaluate, thus perhaps encouraging the integration of this information into the
donation decision. This study, on the other hand, adopts expenditure ratios taken
from the real world, for example, the DERs include 98.1%, 85.3%, and 75.0%.
Rounded to one decimal place, these ratios represent a more realistic representa-
tion of the nancial information prospective donors would face in reality, which
comparatively, are much more strenuous when it comes to cognitive evaluation. As
a result, when contrasted with Gneezy et al. (2014), this research better re ects
the complexities of the real world, providing a more robust analysis of the role the
size of the expenditure ratio plays when it comes to donation behaviour.

Methodological Approach

To investigate these research hypotheses, this research will systematically vary two
treatment variables; the level of nancial information, and the magnitudes of the
two adopted expenditure ratios for the nancial information; DERs and IERs. By
varying the magnitudes of these two ratios the experiment is analysing various
expenditure pro les. Subsequently, there are six treatment groups in total.

The level of nancial information is varied at three levels: no nancial infor-
mation, nancial information presented via a positive frame (DER), and nancial
information presented through a negative frame (IER). To test H1, the two fram-
ing conditions are combined to create a new variable that simply represents the
presence of nancial information, this is then directly contrasted against the no

nancial information treatment group. To test H2, the treatment where nancial
information is presented via the positive frame (DER) is contrasted with the
treatment where the nancial information is presented via the negative frame
(IER).
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The expenditure ratios are systematically varied through the six di erent
charities that will be analysed. These will be broadly split into two groups, one
group of charities will have high DERs (low IERs), and the other group will have
low DERs (high IERs). This nal treatment variable allows the assessment of
H3, with the donation behaviour towards the charities with high DERs being
contrasted with that towards the charities with low DERs.

Adopting a between-subject design, this research implements a 3x2 factorial
experimental design, with participants randomly allocated to one of six individual
treatments. Administered via an online survey due to COVID-19 restrictions,
participants recruited via the crowd-sourcing platform Proli ¢ will be faced with
an amended version of the dictator game.

The analysis of the data collected from the aforementioned experiment will
begin with some preliminary descriptive statistics. Box and violin plots will be
utilised to assess the frequency of donation, while with the addition of con dence
intervals, the subsequent e ects of the treatment variables on the size of donations
can be scrutinised. This will provide an initial assessment of the three research
hypotheses outlined above. Following this preliminary assessment of the data,
regression analysis will be undertaken using the tobit framework. Subsequently,
to estimate the e ects the treatment variables have on donation behaviour, two
average marginal e ects (AMEs) will be calculated; the AME on the expected
probability of donation, and the unconditional expectation AME. The former is
used to measure changes in behaviour relevant to the propensity to donate, while
the latter indicates changes in behaviour relevant to the expected donation size.
The justi cation for selecting these marginal e ects alongside a more detailed
explanation will be provided in Chapter 5.

Finally, one of the reasons for choosing a factorial experimental design is that
is allows regression analysis to be conducted at di erent levels. This thesis will
investigate donation behaviour across the entire experiment but will also assess
donation behaviour for each of the charities individually as well. To investigate the
signi cance of the di erent characteristics of the charities and nancial information
captured by this study, interaction terms will be included to isolate any potential
moderating e ects. Speci cally, this research will investigate the moderating
e ects charitable cause and the expenditure ratio magnitude have on the impacts
presenting nancial information, both generally and via the two separate framing
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conditions, have on donation behaviour. More details of these interactions will be
provided in Chapters 5 and 6.

Research Contribution

As well as adding to the limited body of experimental literature assessing the role
of nancial information in the donation decision, the outcomes of the three research
objectives outlined above will be of great interest to charities. Identifying whether

nancial information has an impact on donation behaviour will enable charities to
better understand the impact, if any, presenting nancial information may have on
the number of donations solicited and the size of donations received.

Regarding the second research objective, investigating whether donation be-
haviour varies systematically with the framing of the nancial information may
also be of interest. Assuming the appetite for nancial transparency amongst
prospective donors continues to grow, if donation behaviour is sensitive to the
framing of this information, altering the frame of the nancial information may
be a relatively cheap way of either mitigating any damage caused by nancial
information or exaggerating any potential bene ts. Attribute framing has been
shown to be very e ective in the marketing of private goods (Janiszewski et al.,
2003; Levin and Gaeth, 1988) and hence there is reason to suspect that the attribute
framing bias may well apply to the evaluation of nancial information as well.

Finally, with reference to the third research objective of this thesis, if there are
asymmetries in the way donors respond to di erent expenditure ratio sizes, charities
should become increasingly aware of the nancial information they present and
how they are spending their money. This research will give charities an indication
as to whether di erent expenditure pro les cause prospective donors to alter their
donation behaviour. If there is evidence of donors altering their behaviour, this
research will inform charities of the nature of this relationship, whether it be
linear, non-linear, or whether there is a speci ¢ expenditure pro le that triggers
a dramatic change in donation behaviour. Regardless of the type of relationship,
if donors are sensitive to the magnitude of the expenditure ratio, in an e ort to
maximise the amount of money received through donations, charities may wish to
consider manipulating their spending habits to better suit the preferences of the
prospective donors.

Above highlighting whether nancial information is a signi cant determinant

23



of donation behaviour, the outcome of this thesis’ third and nal research objec-
tive may highlight that there is not a one-size- ts-all solution when it comes to
presenting prospective donors with nancial information. That is to say, following
the investigation of this thesis’ rst two research objectives, the conclusions drawn
may not be generalised to all charities. Since di erent groups of organisations are
characterised by varying expenditure ratio magnitudes, the optimal strategy for
presenting nancial information is likely speci c to these groups of charities. These
various groups may include charities that are in their infancy, those that are simply
small in size, and those that pursue causes on a local, regional or national level,
expenditure ratio size may even vary systematically based on the charitable cause.
Either way, the results garnered from testing this thesis’ third hypothesis will help
inform charities as to whether they should be wary of the expenditure pro le and if
so, whether they should consider cost restructuring to attract additional donations
and/or increase existing donations.

Having established the background and signi cance of this research, the subse-
quent chapters will be as follows. Chapter 2 will provide a summary of the relevant
literature, summarising the current consensus regarding the impact of providing

nancial information on donation behaviour, as well as the role of framing and
magnitude when presenting information with a numerical dimension. Chapter 3
will give an overview of the methodological approaches adopted in experimental
economics and discuss the experimental design adopted in this thesis’ experiment,
detailing the treatment variables, data collection methods, and the various controls
adopted to limit noise from external factors. The results and analysis of the
collected experimental data will span three chapters. Chapter 4 will summarise the
descriptive statistics for all three research hypotheses, giving an initial impression
of the data. Expanding further, Chapters 5 and 6 will undertake tobit regression
analysis, which will encompass some interaction e ects, as well as calculating sub-
sequent AMEs to provide a more detailed exposition of this thesis’ three research
objectives. Speci cally, the rst and second research objectives will be addressed
in Chapter 5, while the third research objective will be attended to in Chapter 6.
Finally, highlighting future directions for research, the key ndings of this thesis
will be outlined in Chapter 7, alongside the practical applications for charities
themselves.
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Chapter 2

Literature Review

2.1 Introduction

Broadly speaking, this thesis sets out to investigate the e ects nancial information
has on donation behaviour. Therefore, it is important to rst clarify the underpin-
ning motivations of donation behaviour, to establish whether donors are likely to
have an appetite for nancial information when faced with the donation decision.
Subsequently, Section 2.2 will provide an overview of the key models of charitable
giving.

This chapter will then explore the current literature surrounding the impact
that nancial information has on donation behaviour. Informing the reader of the
current position held by academics, Section 2.3 will provide the backdrop for this
thesis’ rst research objective.

Finally, in Section 2.4 the literature surrounding attribute framing, speci cally
positive and negative framing, will be surveyed. Thus providing a foundation for
the investigation of this thesis’ second research objective. Section 2.4 will further
include a summary of the literature assessing the role of magnitude in numerical
information to inform the reader of the literature pertinent to this thesis’ third
and nal research objective.
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2.2 \What Models Charitable Giving?

2.2.1 Introduction

As mentioned in the introduction to this chapter, a key assumption underpinning
the research objectives of this thesis regards the motivations underpinning charitable
giving. Financial information is only likely to be of interest to prospective donors if
the utility of the charity’s bene ciaries features in their utility function. If donors
only derive utility based on the size of their own donation, i.e. donations are a
private consumption good, the three research objectives posed in this research
become somewhat redundant.

Therefore, prior to scrutinising the relevant literature surrounding the e ects
of nancial information and framing on charitable giving, it is imperative to
establish whether donors integrate this type of information into their donation
decision-making process. This section, therefore, will provide an overview of the
literature investigating the underlying motives of the donation decision, with the
aim of informing this thesis’ rst research objective regarding whether nancial
information systematically alters donation behaviour.

2.2.2 Limitations of Rational Choice Theory

Neoclassical assumptions about how individuals, households, rms and any other
agents behave include three core assumptions. Firstly, rational choice theory
assumes individuals have a crystallised set of underlying preferences and their
well-being improves the more these preferences are ful lled. Secondly, as a result,
individuals sel shly seek to maximise their well-being subject to a resource con-
straint. Lastly, when left to their own devices, markets coordinate the actions of
di erent agents, tending towards a general equilibrium where both the supply and
demand for goods and services are perfectly coordinated (Halfpenny, 1999).
Rational choice theory is a key concept of neoclassical economics and advocates
that when facing new situations, individuals should make choices in a consistent and
systematic manner, thus allowing predictions to be made about homo-economicus
(Bergstrom et al., 1986). In recent decades, however, various empirical studies have
highlighted some signi cant inconsistencies in human behaviour, contradicting
the predictions of rational choice theory (Kahneman and Tversky, 1979). Within
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behavioural economics, these behaviours are largely classi ed into three categories;
bounded rationality, bounded self-interest, and bounded willpower (Mullainathan
and Thaler, 2000).

This thesis concerns itself with the second group; bounded self-interest, which
is related to an individual’s concern for the well-being of others, with numerous
studies providing evidence in support of other-regarding preferences (i.e. altruism,
reciprocity and inequity aversion).

Departures from rational behaviour and the rational choice theory lead to so-
called behavioural ‘failures’. Within the literature, there is signi cant evidence of
behavioural ‘failures’, commonly referred to as anomalies, paradoxes and heuristic
biases. Subsequently, in some instances, this suggests that rational choice theory
may not be able to explain the behaviour of economic agents, especially within the

eld of charitable giving.

If charitable donations are not exchanges but are altruistic grants, in the
sense that they do not directly or indirectly provide any tangible or intangible
return for the donor, it appears that neoclassical economics cannot provide an
explanation for this behaviour. A sel sh and utility-maximising individual cannot
rationally provide gifts without reward. Nevertheless, in reality, it is often observed
that individuals engage in sel ess acts, whether this be giving money to charity,
or donating an organ, humans often attempt to increase another’s well-being.
Subsequently, based on the observed failings of rational choice theory and in an
attempt to provide a more accurate and representative model of charitable giving,
during the past four decades there have been many adjustments to utility theory.

2.2.3 Pure Egoism vs. Pure Altruism

In keeping with the self-interest hypothesis, the egoistic model of charitable giving
is derived from the rational choice theory (Andreoni, 1989). The model advocates
charitable giving as a private consumption good, where donors receive utility
exclusively from the size of the private donation. Deriving utility directly from the
act of donating and the notion of helping someone, this model predicts that utility
is independent of whether the donation leads to an increase in another individual’s
utility function. This theory is also more commonly known in the literature as the
pure warm-glow model (Andreoni, 1989). The warm glow theory postulates that
individuals derive utility purely from the action of giving. The size of the total
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public good, which, in this case, is the amount of help individuals receive through
the charity’s program has no impact on the utility of the donor. Andreoni (1990)
terms this type of giver as a pure egoist, with a utility function de ned as follows®:

Ui = u(Xi; i) 2.1)

In equation 2.1, x; is donor i’s private good consumption, and g; is the size of
the private donation. Consequently, the utility of a pure egoist is not dependent
on the size of the total public good. Even if another individual or third party
increases their donation, donor i will still continue to donate. Hence, within the
pure egoism model, a donor’s behaviour is predicted to be completely independent
of the behaviour of other donors.

Opposing the pure egoism model is a utility function that incorporates altruism.
Altruism is de ned as \a form of unconditional kindness; that is, a favour given
does not emerge as a response to a favour received" (Fehr and Schmidt, 2006,
p. 619). In an attempt to reconcile the contradicting evidence with the core pillars
of neoclassical microeconomics, economists have recast the concept of altruism.
De ning it as an exchange in which, through their giving, donors advance their
own well-being as opposed to a one-sided grant. Subsequently, an interpersonal
relationship is introduced between the donor and the bene ciary (Arrow, 1981),
an important element that is absent in the pure warm glow model discussed above.
Here the donor gains a psychological gain in well-being from the bene ciary’s
increased consumption, thus, the opportunity to ful | the donor’s preference for
caring provides the motivation to donate.

In this sense, charitable giving can be perceived as a pure public good, which
provides the foundation for the public good theory of philanthropy (Halfpenny,
1999). Subsequently, according to the pure altruism model, the utility of the donor
is dependent on the consumption of the private good as in the pure warm glow
model, but also by the magnitude of the public good provision, independent of
how it is raised. Formally, the pure altruism model is given by:

Ui = u(xi; G i + i) (2.2)

In equation 2.2, taken from Crumpler and Grossman (2008), x; is the consumption

1From this point forward the terms ‘pure egoist’ and ‘warm-glow’ will be used interchangeably.
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of the private good, G ; is the total size of the public good without any contribution
from individual i, and g; is the donation from individual i. A pure altruist is only
concerned with the total size of the G (=G  +g;), thus if G is xed, there is no
incentive for a pure altruist to donate. It, therefore, follows that G ; and g; are
perfect substitutes in the sense that a £1 contribution by any other third party
will fully crowd out £1 of giving from individual i (Crumpler and Grossman, 2008).
Subsequently, the utility of an altruistic individual is independent of their own
donation and as long as the total amount of contributions, (G ;), is increasing,
donor i will experience a higher level of utility.

Based on the neutrality principle assumption?, the pure altruist model consists
of the following key conditions (see Halfpenny, 1999); there should be no change
in aggregate donations when income is redistributed among contributors (Warr,
1983; Bergstrom et al., 1986), there should be complete crowding out of private
donations when similarly directed government funding increases (Roberts, 1984;
Warr, 1982), and there should be an observable decline in the percentage of the
population who contribute to charities as the population increases.

Although the pure altruist model has been widely cited in the charitable giving
literature, there seems to be very little evidence supporting the model’s extreme
predictions (Andreoni, 1989). A large base of the literature has been focused on
testing pure altruism’s theoretical prediction of the complete crowding out of private
donations by third-party funds. Warr (1982) and Roberts (1984) both illustrate that
government grants should crowd out voluntary gifts (unit for unit). While Bernheim
et al. (1986) and Andreoni (1988) claim similar crowding out should be observable
for subsidies. Together, these studies suggest that third-party contributions and
private contributions are, in theory, perfect substitutes. Therefore, if donors
continue to contribute to a charity in the presence of third-party contributions,
this is seen as evidence supporting the warm glow motivation. Conversely, if
contributions tend towards zero in the presence of third-party contributions, then
the model of pure altruism is advanced.

2The neutrality principle assumption states that individuals’ preferences are independent of
how resources are distributed. It implies that individuals do not derive any utility from how
resources are distributed among di erent groups in society.
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Empirical Evidence: Theoretical and Econometric Analyses

Early economic modelling literature predicted a signi cant crowding out e ect
in the provision of public goods (Warr, 1982). Undertaking a series of log-linear
regressions on a pooled time series of cross-sectional US tax return data collected
from 1948 to 1972, Abrams and Schitz (1978) conclude government social welfare
transfers crowd out approximately 24 cents on the dollar.

Scrutinising itemised tax data from 1979, Abrams and Schitz (1984) improve on
their earlier study, investigating the quantitative e ect that state-level social welfare
transfers have upon charitable giving. Corroborating the result from Abrams and
Schitz (1978), Abrams and Schitz (1984) concludes the crowding out of private
contributions by government transfers to be approximately 30% of every dollar.
Building on this literature, Andreoni (1989) observes that an increase in charitable
giving by the government of one dollar leads to a decrease in private giving of
between 5 and 28 cents, providing further evidence that crowding out is incomplete.

Subsequently, despite the lack of consensus regarding the extent of the crowding
out caused by government gifts, the literature adopting econometric analyses of
aggregated data agree that altruism, if present, is not the only driving force when
it comes to determining preferences for charitable giving (Abrams and Schitz, 1978,
1984; Roberts, 1984; Warr, 1982).

However, these studies are not without their caveats. Abrams and Schitz
(1978) assesses aggregated data at the national level, thus investigating the av-
erage crowding-out e ect and potentially neglecting important characteristics.
Consequently, these analyses may have highlighted a correlation between private
contributions to one charity and government support for another. Steinberg (1991),
therefore, proposes the analysis of lower-level data (i.e. individual state or charity),
while Kingma (1989) proposes crowding out requires a clearer de nition such as
\the extent to which government funds for a particular public good crowd out
private contributions to that good" (Kingma, 1989, p. 1198).

Kingma (1989), therefore, assesses individual-level data, examining contribu-
tions given to sixty-six US public radio charities and noting the level of support
received from other third-party sources. Finding support for both altruistic and
warm glow motivations, Kingma (1989) reports a considerably lower level of private
donation crowding out, at only 15%.

Contrastingly, Posnett and Sandler (1989) assess UK-based charities and nd no
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signi cant evidence of crowding out at either the aggregated or individual charity
level. Furthermore, Khanna et al. (1995) examine time series panel data from UK
charities for the period of 1983 to 1990 and corroborate the result from Posnett
and Sandler (1989), with no crowding out witnessed for alternative income sources.

Steinberg (1991) attempts to explain this lack of consensus within the indivi-
dual-level data by highlighting further estimation issues regarding endogeneity
caused by government grants. It is supposed that donors utlise government grants
as a proxy/signal for the quality of the work undertaken by the charity (Khanna
and Sandler, 2000; Steinberg, 1991). Assuming government grants to be both
exogenous and endogenous, Khanna and Sandler (2000) advances the analysis of
Khanna et al. (1995) by conducting separate analyses of the relationship between
private donations and government grants.

When the endogeneity of government grants is assumed, Khanna and Sandler
(2000) conclude a crowding-in e ect as opposed to crowding out. That is to
say, private donations actually increase in the presence of government grants, a
result consistent with the view put forward in Rose-Ackerman (1982, 1987), where
government grants enhance the appearance of the charity to prospective donors.
As a result, Khanna and Sandler (2000) present evidence contrary to the results
of previous studies (Abrams and Schitz, 1978, 1984; Andreoni, 1989), nding
government grants to be complementary to private giving and refuting the model
of pure altruism.

Payne (2001) investigates the relationship between government grants and
private donations for US colleges and universities (both research and non-research
orientated). Payne (2001) nds that the relationship between government grants
and private donations varies across di erent types of institutions. Increasing
government grants by $1 increased private donations to research universities by 65
cents after controlling for endogeneity. However, increasing government grants by
$1 caused donations to less research-intensive universities to fall by 9 cents, while
liberal arts colleges saw a fall of 45 cents in private donations. Therefore, when
analysing research institutions, Payne (2001) forti es the concept of crowding in,
reiterating the viewpoint that government grants may act as a signal of quality to
a prospective donor (Khanna and Sandler, 2000; Rose-Ackerman, 1982, 1987).

On balance, when considering the relationship between private donations and
third-party contributions, such as government grants, it appears there is a lack of
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consensus within the early literature undertaking econometric analysis of aggregated
data (Abrams and Schitz, 1978, 1984; Kingma, 1989). Steinberg (1991) reviews a
large section of the econometric analysis literature and advocates crowding out of
private donations somewhere between 0.05% and 35%. In isolation, Payne (1998)
is the only study to suggest higher levels of crowding out with an estimated 50% of
private contributions being crowded out. However, more interestingly, some studies
nd evidence of crowding in, demonstrating an actual increase in private donations
when a third party contributes to the public good (Khanna and Sandler, 2000;
Payne, 2001). This observed crowding-in sheds light on other regarding preferences
of donors, with the literature suggesting that donors utilise the government grants
as a signal of quality for the philanthropic output the non-pro t is producing
(Rose-Ackerman, 1982, 1987).
Overall, even when assessing individual-level data and controlling for endo-
geneity of government grants, no literature was able to nd evidence even close to
complete crowding out, thus refuting the pure altruism model of charitable giving.

Empirical Evidence: Public Goods Game

During the past three decades, there has been a rise in the use of laboratory
experiments to measure the preferences of individuals. Within the charitable
giving literature, one game that is often adopted to measure altruism is the Public
Goods Game (PGG). The PGG contains a single private consumption good and
a single public good. Participants are endowed with tokens which can be kept
and consumed as a private good (internal value), or they can be contributed to
the public good to bene t the wider group (external value). It is these two values
that can, and often are, manipulated by the experimenter to attempt to observe
preferences. If the internal value of the token is greater than the external value,
then the dominant strategy is to keep all tokens. Whereas, if the external value
exceeds the interval value, then the dominant strategy is to contribute all tokens.

Within the literature assessing the PGG, there are common anomalous ndings
such as participants contributing to the public good when the internal value of
the token exceeds the external value and participants keeping tokens when the
external value exceeds the internal value. Thus, behaviour exhibited seems to vary
from very sel sh to extreme generosity (Ledyard, 1995).

The literature proposes four explanations for the common phenomena of con-
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tribution levels that exceed those hypothesised by standard economic theory;
altruism, warm-glow preferences, repeated game e ects (reputation e ects), and
subject misconceptions/confusion (Palfrey and Prisbrey, 1997). The measurement
and control of altruism and warm glow preferences are di cult since they are
non-monetary components of the utility function. Due to the dominant strategy
being xed, earlier experimental studies made it di cult to separate contributions
due to subject misconception or decision error from those that are attributable to
altruistic or warm glow motives.

Holding the external value of the tokens constant for all participants throughout
the entire experiment, Palfrey and Prisbrey (1997) control for decision error by
altering the internal value of the token (private consumption) for all participants
in each round, enabling the dominant strategy to constantly change. Any subse-
quent inconsistency in observed preferences through the rounds can be con dently
attributed to subject decision error or subject misconception.

Adopting such a control further enables Palfrey and Prisbrey (1997) to assess the
extent of warm-glow and altruistic motivations for the di ering private consumption
rates of return. Palfrey and Prisbrey (1997) stipulates that ceteris paribus, altruism
is present in their data if contributions increase with the external value of the
token. Whereas, if contributions increase as the di erence between the external
value and the internal value of the token widens, this evidences warm-glow motives.

Palfrey and Prisbrey (1997) conclude that altruism fails to adequately explain
the decisions of individuals. Instead, warm glow motivations and random error
were increasingly signi cant when assessing the donation decisions of participants.
As the rounds progressed the contribution rates of participants decreased, however,
Palfrey and Prisbrey (1997) cite a reduction in error rate as opposed to a change
in preferences. Consequently, Palfrey and Prisbrey (1997) reinforces the earlier
theoretical and econometric studies, failing to nd evidence in support of pure
altruism (Andreoni, 1989; Khanna et al., 1995; Posnett and Sandler, 1989), instead,
providing evidence of warm-glow motivations.

With the intention of eliminating any interference from other-regarding pref-
erences such as reciprocity and in an attempt to clarify the results from Palfrey
and Prisbrey (1997), Goeree et al. (2002) departs from the usual repeated PGG
and implements a ten round one-shot game. Goeree et al. (2002) stipulate that
in repeated games, participants often adjust their behaviour in response to the
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free-riding behaviour of others, an element that Palfrey and Prisbrey (1997) failed
to control for. Furthermore, observing these independent one-shot decisions allows
for the evaluation of individual di erences in altruism.

Assessing ten rounds of a one-shot PGG, Goeree et al. (2002) asks undergraduate
students to allocate twenty- ve tokens between themselves and the public good.
The private return, or internal value, of the token was xed across the entire
experiment (5 cents). A token contributed to the private good, on the other hand,
had two distinct e ects; an internal return for the participant (between 2 cents
and 4 cents) and an external return for the rest of the group (between 2 cents and
12 cents). Importantly, the internal value of any contributed token was lower than
the value of any token kept, thus the dominant strategy, as predicted by standard
economic theory, was always to contribute zero tokens.

Regarding altruistic and warm glow motives, Goeree et al. (2002) nds mixed
evidence, concluding the donors’ motivation \is not simply of the warm-glow variety
because it is responsive to the external return and the group size™ (Goeree et al.,
2002, p. 7). Goeree et al. (2002) further exclaims that subjects are not acting
as pure altruists either. Holding the external value of the contributed tokens
constant, as the private cost of contributing increased, contributions to others
became reduced. Thus, according to the results of Goeree et al. (2002), individuals
are not willing to increase the payo s of others at any personal cost and the
personal payo of donating is of interest to individuals.

One potential explanation for the variable results obtained in Palfrey and
Prisbrey (1997) and Goeree et al. (2002) is the respective cost of a unit of warm
glow, which is the di erence between the internal value of the token (private good)
and the external value of the token (public good). On average, the payo of warm
glow motivations relative to altruistic motives was higher in Palfrey and Prisbrey
(1997) than in Goeree et al. (2002), thus potentially explaining the higher levels of
warm-glow behaviour observed. Another proposed explanation is the \tendency for
the error variance of the observations around the predicted optimal level to decline
with increased monetary reward” (Smith and Walker, 1993, p. 259). Thus, the
amounts adopted in Goeree et al. (2002) are arguably trivial and may not elicit
true preferences compared to the larger stakes adopted in Palfrey and Prisbrey
(1997).
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Empirical Evidence: Dictator Game

An alternative game that has been implemented in the experimental literature
to measure altruism is the Dictator Game (DG). Literature adopting the DG is
particularly pertinent to this research. The DG is often used in studies investigating
charitable giving since it closely re ects the donation decision. Initially adopted by
Kahneman et al. (1986), the DG has two participants, a ‘Dictator’ and a ‘Recipient’.
The ‘Dictator’ is endowed with a monetary amount and has a single decision of
how much, if any, of their endowment they wish to give to the ‘Recipient’. The
‘Recipient’ on the other hand, simply receives whatever they are given by the
‘Dictator’ and has no alternative actions available to them. Typically, the DG is
played anonymously and in a one-shot setting.

As a celebrated workhorse of experimental economics, the DG has been exten-
sively investigated with the ‘Dictator’ allocating approximately 30% of any given
endowment to the ‘Recipient’ (Engel, 2011). Within the literature, there is some
debate as to how these transfers should be interpreted. Andreoni and Miller (2002);
Edele et al. (2013); Fehr and Schmidt (2006) postulate these transfers as evidence
of altruistic behaviour. Some authors, however, stipulate that these transfers
indicate other-regarding preferences, such as fairness (Camerer and Thaler, 1995;
Fehr and Schmidt, 1999) as opposed to altruism.

In an attempt to directly test for altruistic and warm-glow motives, some
studies adopt a DG framework using ‘taxes’ to investigate whether third-party
contributions crowd out private donations.

Eckel et al. (2005) adopt this very framework. In the control treatment,
participants can donate any amount of their $18 endowment and are additionally
informed that the experimenter will also give the charity $2. In the tax treatment,
participants are told that a $2 tax has been levied on their $20 endowment, which
will be given to the charity along with any donation they decide to make. If purely
altruistic motives are present, complete crowding out should be expected in both
treatments, whereas if warm-glow motives dominate, partial to zero crowding out
should be observed in the control treatment, since the $2 is not perceived as coming
from the participant.

Eckel et al. (2005) nd the anonymous third-party contributions fail to crowd
out private contributions, thus providing evidence of warm-glow motives, a result
that is consistent across the varying stake size adopted. However, other studies
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adopting a similar tax variation, nd contrasting results. Andreoni (1993) adopts
a tax variant of the PGG, while Bolton and Katok (1998) adopt a tax-variant of
the DG, with both studies nding third-party contributions to crowd out private
donations by approximately 70%. Although this is not complete crowding-out,
it is signi cantly more than reported in Eckel et al. (2005), as well as that seen
in the econometric studies of aggregated data (Abrams and Schitz, 1978, 1984),
advocating a larger role for altruistic motives than previously concluded.

Konow (2010) criticises the tax variants of the DG adopted in Eckel et al.
(2005) since they fail to directly establish warm-glow motives as the source of the
observed incomplete crowding out. Thus, Konow (2010) proposes an alternative
framework, adopting a ‘subsidy’, enabling a direct test of warm glow motives.

Konow (2010) implements two treatments; in the control treatment the ‘Dic-
tators’ receive a $10 endowment and the ‘Recipients’ receive nothing, conversely,
in the subsidy treatment, the ‘Dictators’ begin with $10, while ‘Recipients’ auto-
matically receive a smaller xed subsidy of $4. If giving is solely attributable to
warm-glow giving, transfers should not di er between the two treatments.

Adding credence to the standpoint advanced by the earlier econometric litera-
ture, advocating that \warm glow does not alone motivate giving" (Konow, 2010,
p. 291) Konow (2010) nds signi cantly di erent contributions between the two
treatments. However, Konow (2010) further stipulates that it is unlikely ‘pure
altruism’ exclusively explains donor behaviour, concluding it is plausible a cocktail
of preferences may underpin donation behaviour.

Adopting a modi ed DG, Crumpler and Grossman (2008) builds on the existing
literature by providing a direct test of the warm-glow hypothesis. Endowed with
$10, participants were asked how much of this $10 they wished to give to charity.
However, they were also informed that no matter the value of their donation, the
experimenter would top up this amount so that the charity would receive $10,
irrespective of the participant’s donation. Subsequently, any observed giving could
be attributed purely to the warm glow e ect, since the donation size is xed, and
hence a pure altruist has no incentive to donate.

Crumpler and Grossman (2008) reported 56.9% of participants contributed a
positive amount, with a mean donation of 20.8% of the endowment. Thus providing
evidence contrary to pure altruism and lending further support to the existence of
the warm glow e ect. Adopting a similar framework with smaller stakes ($2 as
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opposed to $10), Ferguson and Flynn (2016) reinforce the results of Crumpler and
Grossman (2008) and supports the viewpoint that individuals are driven to some
extent by the warm glow motives when donating to charity.

However, these results are caveated by the observation that the experimental
design is susceptible to experimenter demand e ects, with participants potentially
donating to reduce the nancial burden on the experimenter or to enhance the
experimenter’s opinion of themselves.

Overall, the evidence discussed in this section appears somewhat mixed. Outside
of Khanna et al. (1995); Posnett and Sandler (1989) who advocate warm glow as the
only motive underpinning giving behaviour, the evidence appears to broadly agree
that there are elements of both altruism and warm-glow within an individual’s
utility function. As with many theories in economics, Andreoni (1990) describes the
predictions of the pure altruism model as ‘extremely special’, and its predictions
are not easily generalised, hence it is perhaps not surprising that pure altruism or
pure warm-glow are not evidenced in the literature.

Since the majority of these studies analyse groups of participants and thus
present preferences on average, it could be that there are individuals with these
extreme preferences. However, the more likely explanation based on the individual
observations made in studies adopting frameworks based on the PGG and DG,
could be that individual preferences are a hybrid of both altruistic and warm-glow
motives (Goeree et al., 2002; Kingma, 1989; Konow, 2010). The weightings attached
to these competing motives is another issue up for discussion. Both Palfrey and
Prisbrey (1997) and Eckel et al. (2005) advocate a large role for warm-glow motives,
while other studies propose altruistic motives as more prominent (Andreoni, 1989;
Bolton and Katok, 1998; Payne, 1998). On balance the literature suggests that
\egoistic motives are weaker relative to other motivational dimensions such as
altruism™ (Amos et al., 2015, p. 355), but importantly both appear to play a role.

2.2.4 Impure Altruism Model

In a cornerstone paper, Andreoni (1989) demonstrates that as the size of the
population rises, the assumptions of the pure altruism model result in both the
number of individuals contributing and the average donation amount tend towards
zero, leaving only the richest donating. The reasoning underpinning this prediction
is that donors see the donations of others as perfect substitutes for their donations.
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Thus, as more people give or the amount donated increases, the donor will decrease
their private contributions accordingly. This prediction, however, is at odds with
what is observed empirically and with the experimental evidence presented in the
previous section.

Andreoni (1989) addresses this problem by relaxing the assumption regarding
charitable giving as a pure public good, which infers the act of giving as a truly
sel ess one (Andreoni, 1989), introducing a generalisation that includes ‘impurely
altruistic’ motives.

Ui = u(xi; G i+ i 0i) (2.3)

The impure altruism model, as expressed in Equation 2.3, incorporates elements
from both the egoistic (Equation 2.1) and purely altruistic models (Equation
2.2), assuming that the donors’ utility function is not only in uenced by the
total charitable output (G ; + g;) but also from the process of donating itself
(gi). Thus, charitable giving is seen as a privately provided public good where
individual i receives utility from both the entire pot of donations and from the
act of donating itself, leading to predictions that are increasingly consistent with
empirical observations, as seen in the previous section.

Within the scope of this thesis, the coe cient on the altruistic element (G ;+g;)
of the impure altruism utility function is important. Assuming there is a positive
correlation between the utility of the bene ciaries and the donations received by
the charity, the magnitude of the altruistic element will determine the motivation
individuals have to assess a charity’s nancial information pertinent to a charity’s
expenditure.

2.2.5 Impact Philanthropy Model

Although the impure altruism model provides an explanation for the varying levels
of crowding out observed in the previously reported experimental literature, it fails
to adequately explain the observation that occasionally studies have found third-
party funding such as government grants to cause crowding-in, that is an increase
in private donations (Khanna and Sandler, 2000; Payne, 2001; Rose-Ackerman,
1982, 1987). In light of these empirical results, and the lack of empirical support
for the pure altruism model, Duncan (2004) proposes a new model of charitable
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giving, namely the impact philanthropy model. This model develops an alternative
explanation for the motivation of donors to contribute to charities, which is derived
from the donors’ desire to personally ‘make a di erence’ (Duncan, 2004).

This model has implications for the interdependence of charitable gifts, speci -
cally, the e ect third-party donations have on private giving, and the relationship
between the fundraisers and donors. Within the model of pure altruism, positive
gift externalities exist, since a donation from any donor has a positive e ect on all
donors. It is therefore expected that donors will ‘free-ride’ and complete crowding
out will occur. Conversely, within the warm-glow model, no gift externalities exist,
private donations are completely independent in the sense that when one donor
donates, the utility of other donors remains the same. The de ning characteristic
of the impact philanthropist model is that negative gift externalities exist. If one
donor contributes to a cause, this reduces the potential impact of the contributions
of other donors; if donor X saves a child, donor Y no longer has the opportunity
to do so.

The theory of impact philanthropy can explain the crowding in of private
donations observed in Khanna and Sandler (2000) and Payne (2001) via the
argument that the government grant acts as a proxy for the quality of the charitable
good. Donors may well observe the awarding of government funding as a signal of
quality since it is unlikely the government are going to support a corrupt non-pro t.
Subsequently, impact philanthropists may see these charities as being more e ective
per unit of donation and perceive this as an opportunity to maximise the impact
they have on a third party. Subsequently, if the observed crowding in occurs as
a result of donors seeing the government grant as a signal of quality as proposed
by Payne (2001), Rose-Ackerman (1987) and Rose-Ackerman (1982), the observed
crowding in can be seen as supporting evidence for the impact philanthropist model
of charitable giving.

Perceived impact has been investigated through numerous studies. Notably,
through an empirical eld experiment, Karlan and List (2007) demonstrated
that people are increasingly likely to donate to a charity when their donation
amount is matched by a third party, thus increasing the donation’s perceived
impact. Undertaking several experiments, Cryder et al. (2013) nds that detailed
information about interventions increases the perceived impact, which subsequently
exaggerates the donors’ generosity. Cryder et al. (2013) concludes that there are

39



multiple avenues in which tangible information can increase giving. In the context
of this research, Cryder et al. (2013) provides an important conclusion since it
contributes to the body of evidence supporting motives surrounding the impact of
the donation but also provides evidence supporting a correlation between generosity
and the amount of information individuals are provided with.

2.2.6 Social Norms

Thus far, the discussion surrounding the underpinning motives of charitable giving
has largely centred on whether donors give based on a concern for others (altruism)
or themselves (warm-glow). An additional element that cannot be overlooked when
exploring the determinants of charitable giving is social norms (Agerstrom et al.,
2016; Drouvelis and Marx, 2021; Eckel et al., 2023; Vesterlund, 2016).

Social norms are categorised as follows; descriptive social norms, which outline
what people normally do, and injunctive social norms, which stipulate what people
ought to do (Vesterlund, 2016). Until recently, although the e ects of social norms
on other types of behaviour had been researched, their e ects on charitable giving
had been largely overlooked (Agerstrom et al., 2016).

There is substantial evidence in the literature that both descriptive and in-
junctive social norms signi cantly a ect charitable giving (Agerstrom et al., 2016;
Krupka and Croson, 2016; Raihani and McAuli e, 2014; Lindersson et al., 2019),
both in terms of the decision to donate and how much to donate (Krupka and
Croson, 2016).

The majority of the extant literature has focused on the impact of descriptive
social norms with the e ects on donation behaviour being documented in both the

eld (Agerstrom et al., 2016) and the laboratory (Lindersson et al., 2019). Shang
and Croson (2009) examined an on-air appeal for donations by a radio station,
where callers where informed how much the previous caller had donated. Compared
to a control treatment where no information on previous donations was provided,
this caused a signi cant increase in the amount donated. Thus evidencing the
positive e ect descriptive social norms can have on giving. Conducting a eld
experiment using a Swedish non-pro t as the recipient, Agerstrom et al. (2016)
also found that informing individuals that a majority of others had previously
donated to the charity in question, caused donations to increase by up to 100%.
Evidence collected in the laboratory further supports this viewpoint. Scrutinising
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Swedish university students, Lindersson et al. (2019) identi es similar sized e ects
on donation behaviour as those identi ed by Agerstrom et al. (2016).

Whilst the literature has largely focused on the impact descriptive social norms
have on donation behaviour, injunctive social norms have also been shown to
a ect donation behaviour (Drouvelis and Marx, 2021; Krupka and Weber, 2013).
Investigating social norms in the standard version of the DG (anonymous recipient),
Raihani and McAuli e (2014) suggested to participants that sharing the money is
what players ought to do, Raihani and McAuli e (2014) found that these types of
suggestions increased donation behaviour signi cantly.

Expanding on Raihani and McAuli e (2014), Eckel et al. (2023) directly tests
injunctive social norms in a DG setting, varying the recipient between anonymous
individual students and a charity. Eckel et al. (2023) nds the norms of giving in
the charity DG are signi cantly di erent to those in the standard DG. Speci cally,
the most \socially appropriate™ course of action when the recipient is a charity is
for the ‘Dictator’ to transfer 100% of their endowment to the charity. Whereas, in
the standard DG, the most appropriate action is to split the endowment equally
(Eckel et al., 2023). In addition, Eckel et al. (2023) nds signi cant evidence that
observed giving behaviour aligns with these social norms, concluding that the
context of charitable giving strengthens compliance with social norms.

Overall, more research is needed in this area to understand the underlying
cognitive mechanism that is responsible for causing such a strong e ect. Never-
theless, it is clear from the literature that social norms play a signi cant role in
determining giving behaviour, especially in the context of charitable giving. While
this thesis is not focused on the role played by social norms, it is nevertheless
important to acknowledge the existence of such motives.

2.2.7 Conclusion

Prior to assessing the literature directly relevant to this thesis’ three research objec-
tives, it was important to furnish the reader with a summary of the underpinning
motives of charitable giving.

After considering the empirical evidence, it is clear there is not one singular
motive that drives giving behaviour. Evidence on whether charitable giving is
undertaken for egoistic reasons or is truly altruistic has been unable to untangle the
two in real-world settings (Batson, 2014; Ryazanov and Christenfeld, 2018). Rather,
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it appears that numerous elements enter the donor’s utility function including
altruism, warm-glow motives and the desire to make an impact.

Despite this emerging consensus, there is still debate regarding the weights
that should be attached to each of these motives when it comes to specifying a
generic utility function for donors. Although identifying exact weights for each
motive falls outside of the remit of this research, Amos et al. (2015) evaluates
several underpinning motivations, nding impact philanthropy to be the strongest
motivation when considering charitable giving, with egoistic motivations being
relatively weak by comparison. Thus importantly for this thesis, there is substantial
evidence to suggest that, on average, donors do in fact care about the ‘perceived
impact’ their donation has.

Thus, re ecting on the evidence surrounding the models of charitable giving
the author is satis ed there is good reason to suspect that at least some donors
engage in deliberate reasoning when faced with the donation decision and may
utilise nancial information in their decision-making process.

2.3 The Role of Financial Information

2.3.1 Introduction

When assessing the utility function of donors, it is clear from the literature assessed
in the previous section, both the act of giving itself (i.e. warm glow) and the
perceived impact of the donation (Amos et al., 2015; Cryder et al., 2013; Duncan,
2004) play important roles in determining why people give to charity. Subsequently,
there is reason to believe information regarding how a charity spends its money
may in uence donor behaviour.

The more recent research assessing whether donors care about nancial infor-
mation and ultimately the price of giving is somewhat mixed (Wong and Ortmann,
2016). Grey Matter Research (2018) nds that few donors consider e ciency
criteria and that they can rarely recall the overhead ratio of their favourite charity.
Arumi et al. (2005) reports that donors do not research the charity either before or
after they provide donations and they did not express any interest in the nancial
details of the charity. However, despite this statement, donors in Arumi et al. (2005)
did subconsciously switch away from the charities with the higher greater level of
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overheads. On the other hand, according to Wealth (2010), donors highlighted
spending on overheads as a crucial criterion when donating. A viewpoint reinforced
by Madden (2006) and Lasby (2004), the frequency of donations and the amount
donated are sensitive to the donors’ beliefs of whether the money will be used
e ciently by the charity. Bagwell et al. (2013) calculated that an additional £663
million could be raised by charities if they better explained to donors how donations
are used, providing evidence of impact.

The term ‘perceived’ is an important one, as it highlights a critical informational
asymmetry when it comes to charitable giving. A problem that gives rise to why
some donors are motivated to consider nancial information when making a
donation. In a standard market for a private good, the consumer receives feedback
surrounding the quality of the good at the point of consumption. However, when
in charitable giving, the person purchasing the charitable good, the donor, is rarely
the individual consuming the product. Hence, donors must rely on alternative
sources of information to perceive the quality of the charitable good and hence the
impact their donation is having.

As discussed in Chapter 1, although donors may draw on many sources to
infer the quality of the charitable good, there has been increased interest in recent
times regarding nancial information. The previously high levels of trust that
donors have placed in charities have been eroded through a minority of charities
conducting themselves irresponsibly at best and fraudulently at worst when it
comes to handling donations. Either way, there has been increasing demand for
transparency from donors relating to how charities spend their money.

Hence, this section of the literature review will seek to establish how donors
react to nancial information, as they use this information as a proxy for measuring
the quality of the charitable good the charities provide. The rst research objective
of this thesis seeks to provide further clarity regarding whether presenting nancial
information with a focus on impact alters donation behaviour. Thus, assessing
the current literature discussing donors’ views toward di erent forms of nancial
information and how they a ect voluntary contributions is of paramount importance
for this research.

Subsequently, this section of the literature review will begin by discussing a
phenomenon described in the literature as overhead aversion, which describes
donors’ inherent dislike for nancial information presented via overhead costs. The
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section will then brie y evaluate the severity of the ‘starvation cycle’, an issue
that has been heavily linked to the use of overhead information. Following this,
the empirical evidence surrounding the existence of overhead aversion will then
be scrutinised, followed by an assessment of the underlying motivations for this
behaviour. This will inform the potential ndings regarding the rst research
hypothesis this thesis plans to investigate.

2.3.2 Financial Information and Other Forms of Informa-
tion

Some studies have advocated that cold statistics may moderate giving signi cantly.
Investigating the identi able victim e ect, Jenni and Loewenstein (1997) nds that
appeals for donations that focus on an individual victim as opposed to many victims
via statistics tend to elicit greater donations. Small et al. (2007) stipulates that
this e ect may exist due to the individual victim triggering a fast-twitch response
from the faster a ective system, whereas statistics are considered a more deliberate
and e ortful process. The literature expands further stating that not only do
individuals react di erently to a ective and deliberate information when a ective
information is included, but as the amount of a ective information increases, they
become less sensitive to the deliberate information (Hsee and Rottenstreich, 2004).

2.3.3 ‘Overhead Aversion’: A Literature Review

‘Overhead aversion’ is de ned as a \donor’s distaste for non-program spending,
including fundraising and other administrative costs like human resources, nancial,
and technology management™ (Hung et al., 2022, p. 2). It is generally accepted
that donors tend to prefer charities with lower overheads when making a donation.
In the literature, overhead costs are broadly de ned as expenses incurred from
operations not directly linked to expenditures on programs. It is generally accepted
that administration costs such as legal fees, accounting costs, and the salaries of
executives, alongside fundraising costs make up these overheads. To make these
gures more accessible or digestible for donors, they are often presented as an
overhead ratio. This ratio is often speci ed with the total overhead costs as the
numerator and either total expenses (Bowman, 2006), or total revenue (Bedsworth
et al., 2008) as the denominator.
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With the increasing availability of nancial information within the not-for-pro t
sector, within the literature, it has been repeatedly evidenced that there is an
inherent dislike for charities with high overhead costs (Baron and Szymanska,
2011).

Sellers (2012) conducted a study in the US and found that over a third of US
citizens believed a typical charity spends over half of their donations on admin-
istration costs and thus should reduce expenditure on overhead costs. Moreover,
observing the reactions of donors to di erent forms of information, Metzger and
Gunther (2015) found a signi cant ‘punishing e ect’ for charities with signi cantly
higher overhead costs in the US, thus providing evidence in support of signi cant
overhead aversion.

Price of Giving Model - A Panel Data Approach

Initial studies of overhead aversion date back to the late 1980s, when literature took
an ex-ante approach. Scrutinising archival data, collected from previous studies,
researchers undertook econometric analysis to assess the impact of administration
and fundraising costs on donation behaviour. These early empirical works were
centred on a model of public good provision rst developed by Weisbrod and
Dominguez (1986), which looked at the price of giving.

The model presented by Weisbrod and Dominguez (1986) assumes that charities
are private organisations that supply public goods and services. The demand for
these goods and services often does not originate from those that consume the
goods/services, but rather from the donor. Donors contribute money to the
charity, who in turn provide an implicitly agreed upon level and quality of the
public good (Callen, 1994). Subsequently, charities alert donors to their services
through fundraising activities, the equivalent of advertising in the for-pro t sector.
Donors then decide whether to fund public goods/services on the basis of price
and quality. Donors may also be responsive to alternative sources of nancing,
such as government grants, assuming they view the good/service provided by the
charity as a non-rival pure public good. Hence, donors are only concerned with
the provision of the good, as opposed to how it is nanced. The elements of this
model, therefore, are the private demand for money donations (the demand for
public goods, as provided by the charity), the price of monetary donations, the
quality of the goods, fundraising activities, and other sources of nance.
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When deciding on which charitable good to purchase, the donor tends to utilise
price and quality as the two key proxies to inform this decision. However, as
mentioned previously, \donors do not directly consume the goods produced, they
are not usually in a position to judge the quality and must rely on the organisation
for quality information™ (Callen, 1994, p. 217). One proposed proxy for quality is
an organisation’s age (Weisbrod and Dominguez, 1986), however, it is much more
common for donors to revert to assessing the charity based on the price of a unit of
charitable giving, that is the amount they spend on administration and fundraising
costs.

Bowman (2006) and Tinkelman and Mankaney (2007) both support the model
proposed by Weisbrod and Dominguez (1986), advocating that if donors are
concerned with e ciency, they should compare di erent charities producing the
same good and select the one that does this at the lowest price, assuming quality is
not compromised. According to Weisbrod and Dominguez (1986) and Posnett and
Sandler (1989) the price of obtaining charitable output is as speci ed in equation
2.4.

1

Price of giving = m

(2.4)
In equation 2.4, T represents the percentage of total funds raised spent on fundrais-
ing, and a is the percentage of total funds raised spent on administration costs.
The price of a unit of the charitable good, therefore, is an increasing function of
both the fundraising costs (f) and administration costs (a). Hence, any increase
in either administration or fundraising costs reduces the amount of the charitable
good that can be purchased per dollar. Donors, therefore, see the spending on
administration and fundraising costs as a diversion of funds away from program
expenditure, representing an increase in the price of the donation (Weisbrod and
Dominguez, 1986).

Wong and Ortmann (2016), however, states that although the e ects of admin-
istration costs may be straightforward, the evidence relating to fundraising costs
may not be so straightforward. Firstly, there is the negative e ect of increased
expenditure on fundraising, which decreases the proportion of each dollar that can
be spent on program spending and hence increases the price of giving (Weisbrod
and Dominguez, 1986). However, fundraising can also has the e ect of increasing
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the donors’ awareness of the quality of the charitable good, the other characteristic
that helps determine the amount a donor wishes to contribute to the public good
that is the charitable good (Okten and Weisbrod, 2000; Wong and Ortmann,
2016). Within the private goods market, advertising is often used by rms as a
way to communicate information relating to the quality of the good or service
they produce (Nelson, 1970, 1974). In the price of giving model, it is postulated
that fundraising expenditure plays an identical role, creating a positive e ect thus
potentially soliciting greater donation revenue in the future (Okten and Weisbrod,
2000). Higher expenditure on fundraising increases the charity’s pro le and reduces
the information search costs associated with trying to establish the quality of the
charitable good. Hence, the overall e ect of fundraising information depends on
which of the two e ects is larger, the negative price of giving e ect, or the positive
e ect fundraising has on reducing the search cost for information on quality (Wong
and Ortmann, 2016).

The price of donations has been seen to be an important determinant of private
donations (Marudas and Jacobs, 2004), with the model proposed by Weisbrod and
Dominguez (1986) being scrutinised extensively. Assessing the responsiveness of
donations to changes in the price of giving, as well as looking at the individual
impacts of changes in administration costs and fundraising costs and the e ect these
have on donation behaviour, many of these studies undertake econometric analysis
of panel data via pooled cross-sectional, one-way xed e ects, one-way random
e ects, two-way xed e ects, and two-way random e ects. These studies advocate
the charities’ characteristics (i.e. age), fundraising expenditure, administration
expenditure, and alternative sources of contributions as the key determinants of
giving.

Assessing the relationship between the administration cost ratio and donations
using IRS Form 990 data from the mid-1970s, Steinberg (1983) adopts a model
distinct from other studies, implementing a rst di erence model. Steinberg (1983)
advocates no statistically signi cant relationship between administration expenses
and donations solicited (Steinberg, 1986). Steinberg (1986) further assesses the
objective functions of non-pro t rms. Estimating marginal donative products from
an individual-e ects model applied to ve di erent non-pro t industries (welfare,
health, education, arts, and research). Evaluating a three-year panel data set
comprised of data from the IRS for the years 1974-1976, Steinberg (1986) advocates
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administration costs to have a negative impact on marginal donations, while
fundraising costs witness a positive impact. The signs of the coe cients are robust
across all ve non-pro t sectors analysed. Subsequently, Steinberg (1986) provides
mixed evidence with respect to ‘overhead aversion’. With regards to administration
costs, the evidence is consistent with ‘overhead aversion’ but in terms of fundraising
expenditure, the evidence refutes overhead aversion. Supporting the conjecture
that an increase in fundraising expenditure creates an increase in donations via
advertising.

Weisbrod and Dominguez (1986) and Posnett and Sandler (1989) both estimate
the donations function for monetary donations, with the former studying lagged
data from the US and the latter studying non-lagged data from the UK. Weisbrod
and Dominguez (1986) argue that higher administration costs increase the price of
donating or receiving a dollar’s worth of program output. Subsequently, Weisbrod
and Dominguez (1986) stipulates donors as being interested in contributing output,
as opposed to money (Weisbrod and Dominguez, 1986, p. 257), a nding consistent
with the viewpoint of impact philanthropy (Duncan, 2004) and the importance
of ‘perceived impact’ when it comes to donation behaviour. Interestingly, with
respect to fundraising expenses Weisbrod and Dominguez (1986) nd evidence
inconsistent with ‘overhead aversion’, discovering that the total e ect of fundraising
on voluntary donations is not statistically signi cant. A potential explanation for
this observation could be that donors understand the importance of fundraising
for generating future donations. Overall, Weisbrod and Dominguez (1986) nd
the price of giving elasticity to be in the region of -0.7 to -2.6, with the majority
of estimates being closer to -1. Thus, in the absence of a signi cant e ect for
fundraising information, Weisbrod and Dominguez (1986) advocate a negative and
signi cant e ect of administration costs.

Posnett and Sandler (1989) extend the model from Weisbrod and Dominguez
(1986) by including controls for other revenue sources that may crowd out private
donations (program service, rental, and investment income). Marudas and Jacobs
(2004) support the expanded model outlined by Posnett and Sandler (1989),
specifying a model that is more consistent with the price theory outlined by
Weisbrod and Dominguez (1986). Moreover, Posnett and Sandler (1989) include
fundraising expenditure in their regression alongside the price of charitable giving
as de ned by equation 2.4. Assessing the demand for donations for UK charities
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in 1985, Posnett and Sandler (1989) nd the price coe cient to be negative,
reinforcing the result from Weisbrod and Dominguez (1986) and nding evidence
consistent with ‘overhead aversion’. Interestingly, Posnett and Sandler (1989)

nd the fundraising coe cient to be positive and less than one across all four of
their industry samples, suggesting that the UK non-pro ts tend to be ‘revenue-
maximisers’.

Expanding a regression model based on the speci cation adopted in Weisbrod
and Dominguez (1986), Callen (1994) includes technical e ciency and voluntary
labour as regressors, enabling the assessment of the relationship between the
e ciency of the charity and voluntary donations. The measure adopted fore ciency
is Data Envelopment Analysis (DEA)Z. Although this method is not an econometric
measure, it has been shown to produce statistically consistent estimates (Callen,
1994). Callen (1994) nds that the more technically ine cient the rm, the harder
it is for the charity to solicit monetary donations. Thus, Callen (1994) concludes
that donors are concerned about technical e ciency and the overhead ratio may be
interpreted as a sign of ine ciency or corruption, thus reducing donations elicited
through an inherent dislike for ine ciency (Callen, 1994).

Assessing UK data, Khanna and Sandler (2000) expand the Posnett and Sandler
(1989) model by incorporating endowments and testing this adapted model through
a one-way xed e ects model. Khanna and Sandler (2000) concludes a negative
and signi cant relationship between private donations and the price of giving for
the overseas and social welfare industry samples. Conversely, the study fails to
identify similar signi cant relationships for charities in the health and religion
samples. With respect to the e ect of fundraising expenditure on private donations,
Khanna and Sandler (2000) nd the total e ect to be signi cantly positive for
all industry samples, reinforcing the results of previous studies Steinberg (1986);
Posnett and Sandler (1989); Khanna et al. (1995); Greenlee and Brown (1999).

Adopting a cross-sectional model, mirroring that adopted by Posnett and San-
dler (1989), Marcuello and Salas (2001) analyses data for Spanish non-pro ts.
However, Marcuello and Salas (2001) fail to collect individual data for admin-
istration and fundraising costs, therefore they only assess total operating costs
(administration costs and fundraising costs). Overall, Marcuello and Salas (2001)
conclude private donations to be signi cantly and negatively related to the price

SDEA is a non-parametric method used in economics for the estimation of productive e ciency.
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of giving.

Adopting a one-way Xxed e ects model, Khanna et al. (1995) reexamines the
model of Posnett and Sandler (1989) utilising updated data from the UK, dating
from 1983 to 1990. Reinforcing the result of Posnett and Sandler (1989), Khanna
et al. (1995) provides updated elasticity estimates for the price of charitable giving
with respect to fundraising expenditure, concluding the total e ect of fundraising to
be not signi cantly di erent from one. Therefore, Khanna et al. (1995) concludes
a positive relationship between fundraising expenditure and voluntary donations.

Nevertheless, despite an updated methodology, Khanna et al. (1995) fails
to consider all direct and indirect relationships between donations solicited and
fundraising. Once accounted for, Khanna et al. (1995) nds the total fundraising
elasticity evaluated at mean fundraising and mean contribution levels to be 0.368.
Thus, based on panel data estimates, Khanna et al. (1995) fails to reinforce the
results from Posnett and Sandler (1989), nding donations to be relatively inelastic
when considering fundraising. On balance, Khanna et al. (1995) and Posnett and
Sandler (1989) play down the role fundraising expenditure has in determining
donations and nding evidence contrary to the existence of ‘overhead aversion’.

Investigating a sample of non-pro ts in Pennsylvania from 1991 to 1994, Green-
lee and Brown (1999) examines the impact of accounting information on donations.
Greenlee and Brown (1999) uncover evidence consistent with a negative relationship
between administration costs and the total number of donations. Scrutinising both
the fundraising expense ratio and the administration expense ratio in a lagged
model speci cation, Greenlee and Brown (1999) did not separate their sample into
the di erent sectors of the non-pro t industry like previous models (Steinberg,
1986; Khanna et al., 1995). Finding evidence of ‘overhead aversion’, Greenlee
and Brown (1999) consistently reveal coe cients on the administration ratio to
be negative and highly statistically signi cant with respect to donations, with
values ranging from -0.117 to -0.156. However, reinforcing the results from previous
studies (Steinberg, 1986; Khanna et al., 1995), Greenlee and Brown (1999) found a
statistically signi cant positive relationship between the fundraising ratio and the
donations solicited. This suggests that the positive impact of greater fundraising
levels outweighed the lagged negative impact of the fundraising expenses increasing
the price of giving, thus refuting overhead aversion caused by higher fundraising
costs.
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Okten and Weisbrod (2000) extends the initial price of giving analysis conducted
by Weisbrod and Dominguez (1986). Undertaking a time series analysis of lagged
regressors and performing a one-year lagged model and a two-year lagged model,
Okten and Weisbrod (2000) account for the endogeneity of the price variable,
assessing data collected from the IRS Form 990 for the years 1982 to 1994, a
widely cited criticism of the analysis conducted in Weisbrod and Dominguez
(1986). Identifying the seven di erent industries that Weisbrod and Dominguez
(1986) investigated, Okten and Weisbrod (2000) nd the two previously reported
countervailing e ects of fundraising expenditure on donations. Reinforcing the
theory presented in Weisbrod and Dominguez (1986), Okten and Weisbrod (2000)
stipulates that donors increase donations directly as a result of higher fundraising
expenditure as it reduces the information costs for donors. However, the donations
indirectly decrease as extra expenditure on fundraising increases the price of giving,
by reducing the average fraction of total revenue spent on producing charitable
output. Overall, the total elasticity of donations with respect to fundraising is
generally positive. Henceforth, Okten and Weisbrod (2000) advocates that the
direct impact of fundraising expenditure increasing donations through advertising
outweighs the negative e ect of an increase in the price of giving. Nevertheless, the
elasticity for the price of giving, accounting for both fundraising and administration
costs, is negative, with hospitals and higher education estimated to have an
elasticity of -0.2, while scienti c research registered a gure of approximately -2.6.
Subsequently, Okten and Weisbrod (2000) stipulate that should overhead aversion
exist, it is likely driven by an aversion to administration costs since fundraising
costs have a positive e ect on voluntary donations. The variation in the price
of giving elasticity gures further highlights that the viewpoint taken by donors
towards nancial information is likely sensitive to the cause the charity is pursuing.

Building on the analysis of Greenlee and Brown (1999), Frumkin and Kim (2001)
divide the non-pro t rms based on sub-sector (arts, education, human services,
health, public bene t and other), similarly to Steinberg (1986), controlling for any
variation attributable to the charitable cause. Analysing data at the national level,
Frumkin and Kim (2001) adopts a one-way generalised least squares approach to
control for serial correlation. Assessing IRS statistics of income (SOI) data from the
US between 1985 to 1995, Frumkin and Kim (2001) undertake a single regression
of 2,359 organisations comprised mainly of universities and hospitals. The results
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found that the lagged log of fundraising expenditure was statistically signi cant
and positive across ve of the six sub-sectors. Thus, Frumkin and Kim (2001)
echo the results of previous literature (Greenlee and Brown, 1999; Khanna et al.,
1995; Steinberg, 1986), advocating that when \non-pro ts carry their message
aggressively, they often reap the rewards in the form of higher contribution levels"
(Frumkin and Kim, 2001, p. 272).

Interestingly, Frumkin and Kim (2001) include program expenditure in their
model, a variable that had previously been overlooked. With the inclusion of
program expenditure, Frumkin and Kim (2001) conclude no statistical association
between the administration ratio, de ned as the total administration costs divided
by total expenses, and donations for any of their industry sub-sectors. Overall,
Frumkin and Kim (2001) conclude \non-pro ts that position themselves as cost-
e cient { reporting low administrative to total expense ratios, fared no better over
time than less e cient appearing organisations™ ((Frumkin and Kim, 2001):266).

Marudas and Jacobs (2004) implements a two-way random e ects model.
Marudas and Jacobs (2004) stipulates that the most appropriate model identi ed
in previous studies is a two-way xed e ects speci cation, as these can observe
time-speci c e ects. As a consequence, Marudas and Jacobs (2004) implies models
of private donations that assessed cross-sectional data (Posnett and Sandler, 1989;
Tinkelman, 1998, 1999), and one-way error component forms may produce spurious
results. Marudas and Jacobs (2004) therefore expands on previous literature by
assessing the determinants of charitable donations for US non-pro ts in higher
education, health, and scienti c research via panel data analysis and a two-way

xed e ects model. The only prior study of determinants of private donations to
US non-pro ts that controls for time-speci ¢ e ects is Ribar and Wilhelm (2002).
However, Ribar and Wilhelm (2002) only evaluated international aid organisations.
Contrary to previous literature (Greenlee and Brown, 1999; Khanna et al., 1995;
Steinberg, 1986), Marudas and Jacobs (2004) fail to nd the positive advertising
e ect of fundraising expenditure on private donations for any of the industry
samples. Moreover, none of the industry samples display a signi cant relationship
between the total e ect of fundraising and private donations.

Re-examining the framework of Frumkin and Kim (2001), Marudas and Jacobs
(2004) nds two of the six sectors, education and other, have statistically signi cant
negative associations between the administration cost ratio and donations, a result
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contrary to that found by Frumkin and Kim (2001). The other four sectors remain
insigni cant as reported in Frumkin and Kim (2001). Despite the di erences in
the econometric approaches taken by Frumkin and Kim (2001) and Marudas and
Jacobs (2004), Tinkelman and Mankaney (2007) explains the observed asymmetry
in result may be due to the nature of the SOI data, stipulating that the majority of
organisations in the SOI data are not reliant on private donations, invalidating the
results. Instead, Tinkelman and Mankaney (2007) states that when the very same
models are retested on samples that are both more recent and contain an increasing
number of relevant and reliable charities, negative and signi cant associations
between the administration ratio and donation behaviour are identi ed.

Building on the framework analysed by Posnett and Sandler (1989), Tinkelman
(1998) incorporates additional sources of income through multiple more speci ¢
smaller variables for each source. Using data on US non-pro ts and testing the
model in a cross-sectional form, Tinkelman (1998) nds the price of giving to
be signi cantly negative and fundraising to be signi cantly positive. However,
Tinkelman (1998) fails to test the total e ect of fundraising overall.

Adopting a larger sample of US non-pro ts, Tinkelman (1999) retests the model
from Tinkelman (1998). Unsurprisingly, Tinkelman (1999) unanimously reinforces
the previous results reported in Tinkelman (1998), demonstrating the price of giving
to be negatively related to private donations, with fundraising being positively
related to private donations. Increasing the robustness of the price of giving results,
Tinkelman (1999) nds the price of giving to have a signi cant negative e ect on
private donations for all ten industry samples. Overall, Tinkelman (1998) and
Tinkelman (1999) both provide evidence in support of ‘overhead aversion’, however,
neither study attempts to estimate the total e ect of fundraising.

On balance, when it comes to assessing the potential e ects administration
costs and fundraising costs have on voluntary donations, the literature centred
on the price of giving model rst proposed by Weisbrod and Dominguez (1986),
suggest asymmetric e ects for these two forms of nancial information. The
literature assesses three separate relationships; the impact of administration costs
and fundraising costs together as the price of giving, the e ects of administration
costs in isolation, and the impact fundraising has on donation behaviour in isolation.

The articles summarised in this section generally nd the relationship between
the price of giving and donations to be negative and signi cant (Posnett and Sandler,
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1989; Tinkelman, 1998, 1999; Khanna and Sandler, 2000; Marcuello and Salas,
2001). The relationship between administration costs and voluntary contributions
appears to be a signi cant and negative impact (Weisbrod and Dominguez, 1986;
Steinberg, 1986; Greenlee and Brown, 1999; Okten and Weisbrod, 2000; Marudas
and Jacobs, 2004). The e ects of fundraising on voluntary contributions appear to
be somewhat more nuanced in the sense that there are two con icting e ects that
occur for this information Weisbrod and Dominguez (1986). Okten and Weisbrod
(2000) nds signi cant evidence of both the positive advertising e ect of fundraising
and the negative price of giving e ect. Overall, the literature tends to agree that the
aggregated e ect of fundraising expenditure on donations is positive and signi cant
(Steinberg, 1986; Posnett and Sandler, 1989; Khanna et al., 1995; Greenlee and
Brown, 1999; Okten and Weisbrod, 2000; Frumkin and Kim, 2001; Khanna and
Sandler, 2000). The only study that failed to nd a positive and signi cant e ect
for fundraising was Marudas and Jacobs (2004). Taken together, the above results
suggest that the negative e ects of administration costs are enough to outweigh
the overall positive e ect that fundraising has on voluntary contributions. Hence,
the literature scrutinising the price of giving model nds evidence supporting the
existence of overhead aversion.

These ndings are of interest to the author as they rst suggest that the e ect
the nancial information has on donation behaviour is determined by the type
of information that is presented. Moreover, the overall positive e ect witnessed
for fundraising expenditure on donations could be interpreted as coinciding with
the impure altruism and impact philanthropy models of charitable giving. Since
donors are responding to higher fundraising expenditure as a signal of quality, it
suggests that donors may utilise nancial information as a proxy for impact.

However, despite these conclusions, the absence of a strong consensus within the
articles assessing the price of giving model through panel data may be attributable
to a few limitations cited in the literature. Due to the di erent model speci cations
and the asymmetries in the data analysed, cross-comparisons of the results from
the literature are very di cult and may explain why only broad relationships
between di erent forms of nancial information and donative behaviour can be
concluded.

For instance, both Steinberg (1983) and Steinberg (1986) are criticised for
their adoption of the rst di erence models, which is not robust to data errors
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(Tinkelman, 1999). The primary aim of Steinberg (1986) was to assess the objective
functions of non-pro ts and not necessarily the price of giving, hence the study may
have produced erroneous results. A further criticism levied on Steinberg (1983) and
Steinberg (1986) is that the lagged e ects of fundraising costs on donations are not
captured and thus the full e ects of fundraising expenditure on donations are not
captured. A caveat further levied by Tinkelman (1999) on the study conducted by
Posnett and Sandler (1989), with Tinkelman (1999) postulating that the identi ed
positive advertising e ect of fundraising expenditure was only identi ed as the
negative price e ect of fundraising takes time to come to fruition. Despite this
criticism, the fact that fundraising expenditure has a positive impact on donations
in the short run should not be overlooked.

Additionally, numerous articles have highlighted many potential errors in data
collected via SOI as well as the IRS Form 990 (Tinkelman and Mankaney, 2007,
Froelich and Knoep e, 1996; Gordon et al., 1999; Krishnan et al., 2006b). Sum-
marising the literature that looks to identify an association between administration
e ciency and private donations, Tinkelman and Mankaney (2007) further high-
lights that results are likely to vary based on the sample of individual charities
selected. For instance, organisations just starting out are likely to have exaggerated
costs, while other charities may misreport their administration or fundraising
costs. More speci cally, Tinkelman and Mankaney (2007) discounts the results
of Frumkin and Kim (2001) and Marudas and Jacobs (2004), highlighting that
the SOI data analysed is not representative of non-pro t rms, since it fails to
incorporate smaller charities, focusing on organisations with over $10 million in
assets. Instead, Tinkelman and Mankaney (2007) states that when the very same
models are retested on samples that are both more recent and contain an increasing
number of relevant and reliable charities, negative and signi cant associations are
identi ed between administration costs and voluntary contributions. Meer (2014)
also performs econometric analysis on an alternative source of data collated from
DonorsChoose.org, concluding the price of giving elasticity to be generally greater
than -1.

Furthermore, Tinkelman and Mankaney (2007) highlights that the econometric
methods adopted by some studies may su er further from issues such as mis-
speci cation. For example, studies that include controls for program expenditure
(Frumkin and Kim, 2001; Posnett and Sandler, 1989), may bias results through mul-
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ticollinearity. Tinkelman and Mankaney (2007) speci cally discredits the observed
results of Greenlee and Brown (1999) and Frumkin and Kim (2001), stipulating
that the studies fail to incorporate controls for organisational age, crowding in, and
current fundraising e orts, key variables that are found to be signi cant in other
models. Nevertheless, Tinkelman and Mankaney (2007) does conclude that when
considering samples that have been restricted to charities with fewer data quality
issues, a signi cant and negative relationship emerges between administration cost
ratios and private giving.

Finally, all of the aforementioned studies examining the price of giving model
su er from the limitation that they assess archival data, data that was not initially
collected speci cally for the assessment of the price of giving and the impacts
di erent types of nancial information have on donation behaviour. As a result, it
is natural that there is a certain level of noise within this data that could muddy
the waters when it comes to statistical analysis.

The lack of consensus within the literature surrounding the relationship between
overhead costs and the number of donations solicited is one of the motivations for
this thesis’s rst research hypothesis; the presence of nancial information does
not a ect donation behaviour. Investigating this hypothesis will provide further
clarity on the e ects nancial information has on donations solicited, however, this
thesis will also assess the impact on another aspect of donation behaviour; the size
of donations solicited.

‘Overhead Aversion’ - Experimental Literature

Although it has been established in the literature that donors are sensitive to
nancial information and seemingly have asymmetric responses to administration
cost information and fundraising information, the magnitude of these e ects is
still somewhat debated. In direct response to the shortcomings of the literature
assessing the relationships between nancial information and voluntary giving via
econometric analysis of panel data, researchers have focused on the individual-level
perspectives with particular attention on survey or experimental approaches.
This section, therefore, summarises this literature, which not only assesses the
impact of presenting nancial information through administration and fundraising
costs but further tests various theories in an attempt to explain why donors
generally react negatively to this nancial information. As has been noted, despite
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the impact of changing administration costs and fundraising costs on donation
behaviour being well-documented in the literature, there has been relatively little
e ort exerted in determining why this relationship exists (Cagala et al., 2021).

The rst research objective of this thesis is looking to observe the e ects of
presenting nancial information on donor behaviour. It is, therefore, a worthwhile
endeavour to further try and establish why donors moderate their giving in the face
of overhead information, since it may uncover relevant and important mechanisms
that determine when and how nancial information becomes important in the
donation decision.

Undertaking a theory-based experiment, Bowman (2006) investigates the re-
lationship between changes in the proportion of revenue a charity spends on
administration and fundraising costs (overhead ratio) and the subsequent changes
in charitable giving to an organisation. Therefore, Bowman (2006) assesses the
price elasticity of giving, since the price of giving changes as administration and
fundraising costs alter, as seen in equation 2.4.

Bowman (2006) nds that the demand for charitable giving, measured by total
dollars designated, changes by a greater percentage than the price of giving alters,
and in the opposite direction. However, Bowman (2006) also reports instances
where the number of donations did not change when the overhead ratio changed,
postulating brand loyalty, consumer ignorance, or statistical anomaly as potential
explanations.

Bowman (2006) stipulates that overhead aversion may stem from the reasoning
that higher overhead costs represent a lower percentage of donations being spent
on program expenditure. Subsequently, donors view the overhead information as
a safeguard against ine cient expenditures, such as excessive executive salaries
and unnecessary sta costs, reinforcing the view of previous studies such as Callen
(1994). However, this is making the unrealistic assumption that all charities have
the same average e ectiveness per pound raised, which is highly unlikely as the
overhead ratio is not an e ective measure of e ectiveness (Hager and Greenlee,
2017).

A further intriguing observation from Bowman (2006) informs the previous
discussion surrounding the models of charitable giving. One option provided to
participants in the experiment ran by Bowman (2006) was a \not-designated™
option, a popular option that gave participants the opportunity to give but with-
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out specifying any particular mission. Theoretically, these participants must be
primarily characterised by ‘warm glow’ motives, highlighting further the diverse
range of motivations present when considering the behavioural underpinnings of
the donation decision.

In an attempt to further understand what drives overhead aversion, Gneezy
et al. (2014) undertakes a laboratory experiment, adopting a variation of the DG.
The undergraduate student participants were given a choice of two charities; Kids
Korp USA and Water. Gneezy et al. (2014) adopted ve treatments, the rst three
varied the level of overhead; no overhead, 5% overhead, and 50% overhead. The
fourth and fth treatments were identical to treatments two and three, however,
they also included a statement con rming that the overhead would be covered
by a third-party contribution and hence the entire donation would be allocated
to program expenditure. Referring to the exposure to the overheads, treatments
one through three were termed ‘uncovered’, while treatments four and ve were
categorised as ‘covered’. If the overhead information is utilised as a signal of
e ciency, or e ectiveness, as suggested by Callen (1994), there should be no
observed di erence in the contribution rates between treatments two and four, or,
three and e, since the signal of e ciency, the overhead costs, are identical.

However, Gneezy et al. (2014) nds that donors only displayed overhead-averse
tendencies when it a ects the potential impact their donation can make. In the
50% overhead ‘uncovered’ treatment the donation rate was 49.4%, but once the
donors were informed the overheads would be covered by a third-party contribution,
the donation rate increased signi cantly to 71.43%. This is almost in line with
the donation rate observed in the control treatment where no overheads were
presented. Overall, the observed ‘overhead aversion’ present in treatments two and
three disappeared when large corporate donations were used to cover the charity’s
overhead costs, allowing additional donations to be allocated solely to program
expenditure. Contrary to the e ciency explanation proposed to explain overhead
aversion (Bowman, 2006; Callen, 1994), Gneezy et al. (2014) provides evidence that
donors are more concerned with how their donation is spent. Providing evidence
that overhead aversion stems from a desire to want to make a direct impact, Gneezy
et al. (2014) lends strong support to the predictions of the impact philanthropy
model of charitable giving (Duncan, 2004).

Investigating further, Gneezy et al. (2014) collected additional data through
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a eld experiment. Analysing a foundation that specialises in education, Gneezy
et al. (2014) purchased the rights to send a one-time donation request letter to
40,000 potential US donors with a history of donating to similar causes. Randomly
assigning participants, Gneezy et al. (2014) undertook four treatments comprised of
a control, seed, matching, and overhead treatment. The control treatment included
a standard solicitation letter stating that $20,000 needed to be raised for the cause.
The seed treatment letter was identical to the control treatment, with the addition
of a line specifying that $10,000 of the money had already been secured. Similarly,
the matching treatment speci ed to donors that there is a matching grant of up
to $10,000 of donations. While, in the overhead treatment, participants were told
that a donation of $10,000 had been secured to cover all overhead costs associated
with the campaign.

Interestingly, Gneezy et al. (2014) reported the highest response rate in the
overhead treatment, with $23,120 being donated in total, an amount signi cantly
larger than the other treatments®. Moreover, the response rate was also signi cantly
larger in the overhead treatment at 8.55% when compared to the control (3.36%),
seed (4.75%), and match (4.41%) treatments.

The results of this second experiment provide interesting insight into the
potential motives for overhead aversion. Momentarily omitting the matching
treatment and focusing on the seed and overhead treatment, these two treatments
are identical in the sense that half of the money has already been secured. The
only discernible di erence is that in the overhead treatment, each additional dollar
donated will be spent on furthering the cause. Whereas in the seed treatment, it
is less obvious how each additional dollar will be spent, hence it is likely assumed
by the donors that the additional dollar will be split across the many functions a
charity must execute. The fact nearly twice as much was raised in the overhead
treatment when compared to the seed treatment and the response rate was also
signi cantly larger suggests donors are not primarily concerned with the total
size of the charitable good, but the impact the marginal donation makes. As
summarised in the previous section, impact philanthropy advocates that donors
are concerned about the marginal impact their donations have on the cause, the
premise of \if your donation saves a child, my donation cannot™ is an important

4$8,040 was raised in the control treatment and $13,220 and $12,210 was raised in the seed
and match treatments respectively
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one for this thesis. If donors are utilising nancial information such as the overhead
ratio as an indicator of marginal impact (Duncan, 2004; Gneezy et al., 2014), this
thesis should expect to see a signi cant relationship between nancial information
and donation behaviour.

Both the higher response rate and the signi cantly higher donations observed
for the overhead treatment, where costs are covered by a third-party donation,
further reinforce the viewpoint that donors are averse to their donation being spent
on overheads (administration and/or fundraising), as opposed to being averse to
higher overheads. Thus Gneezy et al. (2014) reinforces support for the theory
of impact philanthropy (Duncan, 2004), highlighting further the importance of
‘perceived impact’ (Amos et al., 2015; Cryder et al., 2013; Duncan, 2004) and the
‘warm glow’ theory (Andreoni, 1990).

Portillo and Stinn (2018) further broaden the literature by adopting an ex-
perimental methodology to investigate the impact of administration costs and
fundraising costs on donation behaviour. Portillo and Stinn (2018) di erentiates
itself from previous studies as they look to identify asymmetries in the way donors
respond to administration costs and fundraising costs. Reinforcing the previous
literature that donors are generally averse to all costs that are not related to pro-
gram expenditure, Portillo and Stinn (2018) further conclude that donor behaviour
may be in uenced by the ‘outside option’. That is, donors display a preference
for overhead-free donations where possible and have a preference to contribute to
fundraising as opposed to administration costs. These ndings corroborate previous

ndings that donors respond di erently to administration costs and fundraising
costs (Greenlee and Brown, 1999; Okten and Weisbrod, 2000; Khanna and Sandler,
2000).

As a strategy to combat overhead aversion, Tian et al. (2020) highlights that
securing large donations to cover overheads, as demonstrated in Gneezy et al.
(2014), may not be feasible for all charities. Moreover, it reinforces the incorrect
perception that overhead expenses should be minimised or eliminated completely,
thus potentially perpetuating the problem conceptualised as the starvation cycle
(Gregory and Howard, 2009).

Alternatively, Tian et al. (2020) investigates whether overhead aversion is
being caused by information asymmetry. Further evidencing the well-documented
overhead aversion, Tian et al. (2020) discovers that informing donors of the
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charity’s commitment to transparency increases both the propensity to donate
and the magnitude of donations. Similarly, the authors found disclosing the
charity’s mission-related performance, that is providing e ectiveness information,
also signi cantly increased the amount donated, providing further support for
the importance of ‘perceived impact’ (Amos et al., 2015; Cryder et al., 2013;
Duncan, 2004). Thus, Tian et al. (2020) provides evidence that not only are donors
interested in nancial information but that speci ¢ information relating to impact
increases prosociality amongst donors.

However, results presented within Tian et al. (2020) should be interpreted with
caution as the treatments were only conducted on a single environmental charity
with college students as the subjects. Moreover, in comparison to the stake size
adopted by Gneezy et al. (2014) of $100, Tian et al. (2020) used $10, which could
be perceived as an inconsequential amount.

Employing a randomised eld experiment, Cagala et al. (2021) looks to build on
the conclusions of Gneezy et al. (2014). Cagala et al. (2021) criticises Gneezy et al.
(2014) for only assessing individuals that had given to a similar cause previously,
hence the study likely only observes those that are strongly committed to the
cause. Cagala et al. (2021) expands on this by observing groups of donors based
on their level of commitment. Investigating both the e ciency motive and the
impact motive, Cagala et al. (2021) partner with a protestant church in Bavaria
and communicate a change in fundraising costs via solicitation letters that ask for
contributions for a local church fund. Cagala et al. (2021) nds donation behaviour
increases on average when there is a reduction in fundraising costs of 30%, re ecting
an improvement in the e ciency of fundraising. Thus, advocating that donors
respond to nancial information through e ciency concerns. Conversely, in the
\impact" treatment, the fundraising costs were reduced by 100% but this did not
a ect donor behaviour on average, discrediting the impact motive postulated by
Gneezy et al. (2014).

Categorising donors based on their commitment to the cause, Cagala et al.
(2021) nd strongly motivated donors ignore impact-related information but respond
positively to information signifying improved e ciency. These donors give 21.1%
more on average in the e ciency information treatment when compared to the
control. Interestingly, donors with a weak commitment to the cause did not react
to either the impact-related or e ciency-related nancial information. Cagala et al.
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(2021) concludes that it is highly probable that donors use overhead information
to update their beliefs about the probability the charity will deliver its mission,
hence donors are motivated to give to high-quality charities.

However, this thesis has reservations about the experimental design adopted in
Cagala et al. (2021). Firstly, the relative changes in the two treatments are not
equal, one of them advertises a 30% improvement, while the other is advertising a
100% improvement, thus this may have biased the decision-making of participants.
Moreover, in the impact treatment, the increase in the so-called impact is caused
by a refund from the state church. Donors may not have seen this as an increase
in impact because the money for the refund is coming from a church, hence if the
church is spending money on the refund of the administration costs, they are not
able to spend that money elsewhere. As a result, this thesis discounts the results
of Cagala et al. (2021).

Best described as \the tendency to weight the importance of an attribute in
proportion to its ease of evaluation™ (Caviola et al., 2014, p. 303), the evaluability
bias has also been touted as a contributing factor when it comes to overhead
aversion (Caviola et al., 2014). Outside of the charitable giving literature, the
observation of individuals placing a higher weight on attributes that are easy to
evaluate has been replicated repeatedly (Hsee, 1996; Hsee et al., 1999; Hsee and
Zhang, 2010).

In the context of the donation decision, Baron and Szymanska (2011) advocate
individuals focus on overhead information as a proxy for e ectiveness since it is
easier to evaluate when compared to more complex impact information. In addition,
overhead information is often presented via a ratio, which further increases its
ease of evaluation. The general evaluability theory has therefore been propounded
as a potential explanation for the observed impact nancial information has on
donation behaviour.

Caviola et al. (2014) directly tests the role of the evaluability bias in the context
of charitable giving by presenting donors with both an overhead ratio and cost-
e ectiveness information. Despite donors primarily placing a higher relative value
on the cost-e ectiveness information, when evaluating a single charity, more donors
display a preference for charities with a lower overhead ratio. Caviola et al. (2014)
cites the overhead ratios ease of evaluation as the explanation for why donors utilise
this information, regardless of their preference for cost-e ectiveness information.
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Curiously, Caviola et al. (2014) nd that when two charities are jointly evaluated,
average donations to the more e ective charity increase, representing a preference
reversal when contrasted to separate evaluation. Caviola et al. (2014) suggests
that when evaluability is hard, joint evaluation provides a reference point that
enables increasingly complex information to be evaluated more easily and hence
it is increasingly incorporated into the decision-making process. However, the
observed judgements made in Caviola et al. (2014) are purely hypothetical and
thus may not represent behaviour in reality.

Nevertheless, Ryazanov and Christenfeld (2018) reinforces the ndings of
Caviola et al. (2014), stipulating that increasing the evaluability of the nancial
information by presenting multiple charities simultaneously does cause this in-
formation to be increasingly considered. Thus, not only is the information itself
important but the backdrop it is presented against may also be critical (Caviola
et al., 2014; Ryazanov and Christenfeld, 2018).

Ryazanov and Christenfeld (2018) highlights that poorly performing charities
could use this observation to increase their donations. Presenting themselves against
the backdrop of two other less e cient organisations, charities could manipulate
donors to boost their appeal and subsequent donations.

Firstly, the experimental literature reinforces the results from the literature
assessing archival panel data in the sense that overhead aversion appears to be a
signi cant phenomenon. In the face of overhead information, that is administration
costs and fundraising costs combined, donors on average reduce both their frequency
and magnitude of voluntary contributions (Gneezy et al., 2014).

Secondly, the literature is more nuanced when it comes to explaining why
donors are so averse to overhead information. Some studies postulate that the
observed overhead aversion originates from donors’ preferring to give to charities
that are more cost-e cient (Callen, 1994). Complementing this argument, in
the presence of the agency problem between donors and the charities themselves,
donors embrace lower overheads as a safeguard against ine cient or fraudulent
spending (Bowman, 2006).

However, more recent literature contravenes this viewpoint. In the most cited
and comprehensive article addressing this issue, Gneezy et al. (2014) directly refutes
the premise of Bowman (2006) nding that donors are not dissuaded from donating
to charities with higher overheads when these overheads are covered by a third

63



party. Based on this evidence, it appears that donors are driven by the perceived
impact of their donation, a nding further reinforced by Tian et al. (2020), which
tested both the \e ciency"” and the \impact" arguments.

Looking to build on Gneezy et al. (2014), Cagala et al. (2021), nonetheless,
provide evidence in support of e ciency concerns as an explanation for overhead
aversion. However, their results are somewhat discredited by this thesis based on
the methodology adopted.

A nal contributing factor postulated in the literature is that of the evaluability
bias (Caviola et al., 2014; Ryazanov and Christenfeld, 2018). An argument built
on the premise that donors place a high amount of weight on overhead information
in the decision-making process due to its ease of evaluation, especially when
presented via a ratio. The limited evidence presented here suggests that in the
presence of multiple information sources, donors will gravitate towards those that
are easily interpreted (Caviola et al., 2014). (Caviola et al., 2014) found that when
the evaluability of the impact-related information was improved by providing a
reference point through joint evaluation as opposed to separate evaluation, the
impact information took president over the overhead information. Thus, (Caviola
et al., 2014) provides further reinforcement to the impact explanation of overhead
aversion, while simultaneously raising an important point regarding the evaluability
of any information presented.

On balance, these conclusions are pertinent to the rst research objective of
this thesis for a couple of reasons. Firstly, the fact that these experimental studies

nd evidence that donors engage with the nancial information suggests that it is
likely the nancial information presented in this study may well elicit a signi cant
response with regard to donation behaviour. Furthermore, the mild consensus
that donors are displaying an aversion to overhead information due to the fact
higher overheads are interpreted as a reduction in potential impact is important.
While this study plans to present the nancial information via a ratio in a similar
fashion to overhead ratios, the information presented here is focused on whether
the charity’s expenditure is directly or indirectly in the interest of the targeted
bene ciaries. Hence, the nancial information adopted in this study is presented
in a more positive frame, highlighting how donations are being spent with a focus
on the cause; a warmer approach. Whereas, overhead information may be seen as
a colder approach, highlighting the money spent on less desirable functions of the
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charity. If donors really are utilising overhead information as a proxy for perceived
impact, it may be expected that donors may respond in a similar fashion to the
information presented in this thesis, but perhaps in a slightly more positive fashion
given the \warmer" context the information is delivered in.

What’s more, if the general evaluability theory has any weight as prescribed
by Caviola et al. (2014); Ryazanov and Christenfeld (2018), it is expected that
donors will incorporate the presented nancial information into their donation
decision. Especially given this thesis plans to present the nancial information via
a ratio of total expenditure increasing its evaluability and that three charities will
be provided concurrently to participants, providing ready-made reference points.

2.3.4 Conclusion

Overall, the literature concludes that there is signi cant evidence of overhead aver-
sion, with donors reducing private contributions in response to higher overhead costs
(Weisbrod and Dominguez, 1986; Tinkelman, 1998, 1999; Okten and Weisbrod, 2000;
Frumkin and Kim, 2001; Marudas and Jacobs, 2004). However, the relationship
between nancial information and donation behaviour is not straightforward, with
di erent categories of nancial information eliciting di erent behaviour. Earlier
econometric studies establish administration costs to be negatively correlated with
voluntary donations. Conversely, when examining fundraising costs, the e ect on
donation behaviour becomes somewhat unclear. Initially, there is a negative e ect
attributed to the fact that an increase in fundraising expenditure directly reduces
the amount that can be spent on programs, however, a delayed positive e ect
of greater fundraising expenditure is postulated based on the greater fundraising
increasing the pro le of the charity and soliciting additional donations. Overall,
taken together, the e ects of an increase in these overheads are signi cant and
negative, reducing voluntary contributions.

However, conclusions drawn from the literature assessing historical panel data
should be treated with caution. More recent studies highlight signi cant concerns
regarding the reliability of the data assessed (Gordon et al., 1999; Krishnan et al.,
2006b; Steinberg, 1983), while others point to estimation issues such as omitted
variables, and a general lack of control (Tinkelman and Mankaney, 2007).

As experimental economics has gathered pace, a limited number of studies
undertaking experiments, both the laboratory and eld, have evaluated the e ects

65



of administration and fundraising costs together, concluding overheads to have
a negative e ect on prosociality when contrasted to the scenario where nancial
information is omitted (Gneezy et al., 2014).

The experimental literature has additionally looked to identify potential deter-
minants of the observed overhead aversion. Some studies propose that the observed
overhead aversion stems from concerns about the actual e ciency of the charity
(Callen, 1994; Cagala et al., 2021). However, as a cornerstone paper, Gneezy et al.
(2014) directly refutes this postulation, advocating that prospective donors are
primarily concerned with the proportion of their donation that is being spent on
programs and furthering the outcomes for the relevant bene ciaries. Presenting in-
dividuals with a charity characterised by high overheads, Gneezy et al. (2014) nds
that both the propensity to donate and the amount donated increase signi cantly
when a third-party contribution is used to cover the overheads compared to when
there is no third-party contribution. The results of Gneezy et al. (2014), therefore,
are consistent with the viewpoints of impact philanthropy (Duncan, 2004) and
other literature that highlights the importance of ‘perceived impact’ when it comes
to donation behaviour.

Re ecting on the summarised literature, it is clear how this thesis’ rst research
objective will contribute to the eld. Undertaking an experiment to assess whether
introducing nancial information causes systematic changes in donation behaviour,
this thesis will add to the limited experimental evidence on the relationship
between nancial information and donation behaviour. This is an important
contribution since the earlier non-experimental literature fails to establish a causal
link, merely concluding a correlation. A well-designed experiment, on the other
hand, with the appropriate controls can infer causal relations, strengthening any
potential conclusions. Furthermore, the nancial information presented in this
thesis’ experiment divides expenditure based on whether it is spent directly in
the interest of the bene ciaries. Subsequently, this thesis will be able to clarify
whether the perceived impact of a donation is a key driving force behind overhead
aversion and the signi cance of nancial information.

Based on the observations and postulations from this section and with reference
to the rst research objective of this thesis, the author believes that presenting

nancial information which increases the salience of the perceived impact donation
may have, could lead to an increase in pro-sociality.
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Despite the strong consensus within the literature that nancial information
in the form of an overhead ratio reduces giving, based on the ‘perceived impact
explanation of overhead aversion proposed by Gneezy et al. (2014), the author
believes the nancial information chosen for this research, which highlights how
much is being spent on directly pursuing the charitable cause, may elicit greater
levels of pro-sociality.

However, if participants do not interpret the presented nancial information in
terms of perceived impact, it is also possible the nancial information will reduce
pro-sociality.

2.4 Framing E ects

2.4.1 Introduction

Thus far, Section 2.2 of this literature review has established that there is good
reason to suspect that donors are likely to be interested to some extent, in the

nancial information of charities. Furthermore, in Section 2.3 of this chapter, it is
evidenced that donors tend to reduce their voluntary contributions signi cantly
when faced with nancial information, with ‘perceived impact’ being touted as a
likely driving force behind this overhead aversion (Gneezy et al., 2014).

With donors increasingly expecting charities to spend less on costs that do not
directly further the charity’s mission, as well as demanding more transparency
regarding the expenditure of charities, charities face a dilemma regarding how they
deal with all these demands. Gneezy et al. (2014) puts forward one solution, with
charities utilising large third-party donations to cover the less desirable expenditure
categories and subsequently maximise the marginal impact a donor’s donation has
and increase the perceived impact. However, not all charities will be able to secure
such donations, especially smaller and younger charities. This thesis is therefore
exploring the possibility of framing playing an important role in the relationship
between prospective donors and nancial information. Hence, the second research
objective of this thesis investigates whether presenting nancial information in
both a positive and negative frame a ects causes systematically di erent donation
behaviour. As a result, this section of the literature review aims to inform the
reader of the current consensus regarding framing e ects, speci cally attribute

67



framing e ects with a focus on the juxtaposition between negative and positive
framing of the very same piece of information.

The second part of this section addresses the third and nal research objective
of this thesis, which investigates whether the magnitude of the expenditure ratio
adopted as the nancial information a ects donation behaviour. Although the
relationship between nancial information and donation behaviour has been inves-
tigated, very few if any studies have been conducted on the role the magnitude
of the metric used to represent the nancial information plays in this relation-
ship. Subsequently, the nal part of this section will provide a summary of the
existing literature regarding the role magnitude plays when individuals are facing
information with a numerical element.

Firstly, this section of the literature review will provide a summary of the
empirical evidence surrounding attribute framing. Then, the supposed underlying
mechanisms used to explain attribute framing e ects will be explored. Finally, an
overview of how the e ects of attribute framing are moderated by the magnitude
of the presented information will also be investigated.

2.4.2 Framing: A Brief History

When undertaking a judgement or decision, individuals are reliant on the available
information to inform their decision. Consequently, the way the information is
presented can also have an e ect on the nal judgement reached.

First investigated within the context of behavioural economics by Kahneman
and Tversky (1979), framing e ects are de ned as when \(often small) changes in
the presentation of an issue or an event produce (often large) changes of opinion™
(Chong and Druckman, 2007, p. 104). Within the domain of decision-making
under circumstances of risk and uncertainty, Kahneman and Tversky (1979) rst
proposed that the framing of information pertinent to a decision caused systematic
di erences in responses, and therefore preferences, of a given individual. Tversky
and Kahneman (1981) later narrowed the de nition of framing to focus on the
di erent ways, often complementary, of presenting and perceiving a particular
piece of quantitative information. More recently, and beyond the study of decision-
making under circumstances of risk and uncertainty, framing has been broadly
de ned as \presenting individuals with logically equivalent options in semantically
di erent ways" (Freling et al., 2014, p. 95).
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Within the judgement and decision-making literature, Levin et al. (1998) later
divided framing e ects into three groups; risky choice framing e ects, goal framing
e ects, and attribute framing e ects. This research concerns itself with the nal
category; attribute framing e ects.

2.4.3 Attribute Framing E ects

Unlike risky-choice framing, which requires a choice to be made between two or more
uncertain options, attribute framing focuses on one option, which is then described
with respect to a single bipolar dimension. This bipolar dimension usually consists
of a positive frame and a negative frame, creating two complementary by di erently
valenced descriptions. Attribute framing subsequently refers to the presentation of
an event or object using two logically equivalent descriptions, presenting information
in either a positive or a negative light (Tversky and Kahneman, 1981; Levin et al.,
1998, 2002; Qu and Daniel, 2021). Therefore, attribute framing e ects occur when
logically equivalent pieces of information elicit di erent responses based purely on
presentation di erences.

Attribute Framing E ect: Empirical Evidence

The discussion surrounding attribute framing started to accelerate following an
example presented by Levin and Gaeth (1988), who propounded that individuals
evaluated meat more favourably when described as \75% lean" when compared
to \25% fat", concluding positive frames to engender increasingly positive results
when contrasted to negative frames. Levin et al. (1998) discusses attribute framing
as a basic form of valence framing, which is when an attribute or outcome can be
described either in a positive light (i.e. lives saved) or in a negative light (i.e. lives
lost). It is worth noting that not all types of attribute framing are forms of valence
framing since not all bipolar scales are valenced. However, the framing e ect
proposed and investigated in ful Iment of this thesis’ second research objective is
a valence framing e ect and hence these will be prioritised here.

Within attribute framing, frames are typically constructed using complementary
proportions of antonyms as in the previously quoted example from Levin and Gaeth
(1988) (\25% fat" vs. \75% lean'). Thus the attribute or information is identical
in each frame, making them logically and numerically equivalent (Holford et al.,

69



2022). As in the Levin and Gaeth (1988) example, percentages are often recruited
to display the two frames, describing binary outcomes as numbers of instances
out of a total. For example, a rm reducing their labour force can quote either
the proportion of redundancies or the percentage that kept their jobs, while task
progress can be measured according to time left on the task, or time spent on the
task.

When assessing valenced attributes, it is common to nd more favourable
outcomes for the positive description when compared to its negative counterpart,
a phenomenon termed the attribute framing bias (Gamliel and Kreiner, 2020).
Building on Levin and Gaeth (1988), Sanford et al. (2002) also showed that
products described as \75% fat-free" were generally considered healthier than
those presented as \25% fat™. Levin et al. (1998) analysed thirty-eight studies
that investigated attribute framing, nding thirty-six of these to demonstrate
valence-consistent shifts. Various subsequent meta-analyses have demonstrated
that the attribute framing bias is generally replicable (Freling et al., 2014; Piron
and Gambara, 2005).

Within the context of charitable giving, the positive framing of fundraising
messages has been observed to engender increasingly sympathetic behaviour towards
charities when assessing various attributes of these organisations (Gamliel and
Kreiner, 2020; Qu and Daniel, 2021; Levin et al., 1998). However, investigating the
framing of text, images and statistics in charity advertising campaigns, Chang and
Lee (2010) nds negatively framed advertising campaigns focus the prospective
donors’ attention on the \bad" that will happen if funds are not raised, thus
leading to better outcomes for the charity when contrasted with the positively
framed alternative. In an attempt to clarify these mixed results, Erlandsson
et al. (2018) investigates the role of framing in charity advertising campaigns
further, undertaking four separate investigations. Erlandsson et al. (2018) nds
positively framed advertising campaigns induce increasingly favourable attitudes
towards the charity but the negatively framed advertising elicited more donations
than the positively framed advertisements. Erlandsson et al. (2018), concludes
the mixed results witnessed in previous studies are down to whether the study
adopts attitudes towards the charity or actual donations as the proxy for appeal
e ectiveness. Interestingly, it seems in the domain of charitable giving, the evidence
for the attribute framing bias is somewhat questionable, with evidence of the
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negative frame increasing prosociality. Either way, these studies postulate framing
to be an extremely powerful tool for charities when it comes to fundraising.

Attribute Framing E ect: Proposed Explanations

Outside of the charitable giving literature, the observation that an attribute is
judged more favourably when presented in terms of its merits, as opposed to its
shortcomings is not a surprising one. Rather, it is the fact the two frames are
complementary, thus in principle, the advantages of a certain attribute should
be easily gleaned from the negative frame and vice versa. Subsequently, several
theoretical studies have proposed various explanations for attribute framing bias.

Keren (2011) stipulates \the most prevailing facet of framing is to direct atten-
tion to some aspects (while suppressing others)" (Keren, 2011, p. 21). Postulating
attention as a pivotal contributor to the attribute framing bias, Keren (2011) sug-
gests that individuals are increasingly persuaded by characteristics that are o ered
explicitly when compared to those that are simply implied (Keren, 2011; Keren
and Wu, 2015) Keren (2011) suggests it is too cognitively taxing to consider both
the presented frame and its inferred alternative simultaneously, hence attention
is directed to the characteristics of the presented and obvious frame, ignoring its
logically equivalent counterpart. In a similar vein, Teigen (2015) proposes that the
reliance on stated gures as opposed to those that are tacit may emanate from
decision-making under circumstances of risk and uncertainty, where the number of
alternatives is less salient.

Undertaking a small experiment, Kreiner and Gamliel (2018) nds support
for this position, managing to signi cantly negate the attribute framing bias by
directing the attention of individuals towards the implicit complementary frame.
Kreiner and Gamliel (2018) thus concludes that attention mechanisms play a
pivotal role in determining the attribute framing bias.

Another tranche of the literature focuses on association valence, otherwise
known as the association account, where \the positive labelling of an attribute
leads to an encoding of the information that tends to evoke favourable associations
in memory, whereas the negative labelling of the same attribute is likely to cause
an encoding that evokes unfavourable associations™ (Levin et al., 1998, p. 164). For
instance, contrasting the words \fat™ and \lean", even in the absence of quantitative
information, these terms engender positive and negative associations, which could
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bias any subsequent judgements (Holford et al., 2022). Pohl and Pohl (2004)
reinforces this ideology, citing a \labelling e ect”, where the characteristics of an
object are assimilated to characteristics possessed by the label. Similarly, McElroy
and Conrad (2009) postulates that simple labels a ect an individual’s valuation
through subliminal priming, evoking either positive or negative associations and
biasing decision-making in a similar manner. Priming is normally conceptualised
as an e ect caused by external and independent stimuli, framing e ects, on the
other hand, are relevant and integral to the target object being evaluated (Teigen,
2015), thus the postulations of McElroy and Conrad (2009) can also be seen as
evidence attributable to the aforementioned association account.

Further literature addressing the context and the wording of di erent frames,

nds that positive and negative connotations can be implied using terms that di er
in ‘markedness’ (Prideaux and Hogan, 1993). For example, an individual that
\makes" 70% of their throws as opposed to \missing" 30% of their throws, although
informationally equal, the latter description causes negative connotations by using
the ‘marked’ term \miss". This could also explain the result observed for Levin
and Gaeth (1988), with the word \fat" being a negatively marked word, eliciting
negative associations and a ecting the subsequent evaluation. Building on how
di erent words are interpreted, Schul (2011) argues that despite complementary
words such as \saving" and \losing" having reciprocal de nitions in the dictionary,
humans translate these logically equivalent antonyms into psychologically non-
equivalent terms.

Linguistically, the concept of markedness has been linked to a phenomenon
known as the positivity bias (Holleman and Maat, 2009; Schul, 2011), which is the
tendency to adopt an optimistic viewpoint as opposed to a pessimistic one (van
Buiten and Keren, 2009). Not limited to a ective positivity, the positivity bias also
applies in a cognitive sense with individuals preferring a rmation over negation
when reporting the characteristics of an object (McGuire and McGuire, 1992). For
example, exams are often scored as marks awarded as opposed to marks missed
(Halberg and Teigen, 2009). Due to the positivity bias and the subsequent tendency
to adopt an optimistic view as the default, the ‘markedness’ of positive terms
has eroded over time in contrast to their rarely adopted negative counterparts.
Hence, positive descriptions based on the unmarked term are often evaluated more
neutrally than negative frames containing the marked word.
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Similar reasoning may be applied when analysing the e ects of nancial in-
formation on charitable giving, as discussed in Section 2.3 earlier in this chapter.
The term \overheads™ appears to be a negatively marked term that engenders or
exaggerates any negative feelings within prospective donors. Evidencing this, Qu
and Daniel (2021) found that when asked to provide an example of an overhead,
individuals could only provide a somewhat accurate answer half of the time. De-
spite this, the donation rate observed for the very same sample was signi cantly
lower for the charity with the higher overhead ratio, a common nding through-
out the literature (Gneezy et al., 2014; Portillo and Stinn, 2018). Hence, even
though a large proportion of the sample lacked a precise understanding of the
term \overhead", it still caused a signi cant reduction in the amount contributed.
Interestingly, Qu and Daniel (2021) found providing an alternative explanation of
the overheads helped to alleviate the overhead aversion, with the complete removal
of the word \overhead" leading to further improvements in the willingness to give.
Thus, it appears removing the marked term improved outcomes, evidencing the
importance of the linguistic nature of the frame (Freling et al., 2014).

Regardless of terminology, these studies all advocate that the wording utilised to
give context to the quantitative information is important and can stir up di erent
emotional responses of varying magnitude either through priming (McElroy and
Conrad, 2009), association (Levin et al., 1998), labelling (Pohl and Pohl, 2004), or
markedness (Prideaux and Hogan, 1993; Schul, 2011).

Another contributing factor o ered by the literature is that of inferred reference
points. McKenzie and Nelson (2003) stipulates that opposing frames of the same
information may cause asymmetries in evaluation attributable to the di erent
preconceived default positions or levels that each frame is evaluated against.
Investigating inferred reference points, McKenzie and Nelson (2003) found informing
participants that an initially empty 40z cup now contained 20z of water caused
participants to choose the description of \half-full"* over \half-empty" 88% of the
time. Flipping the condition and informing participants the cup was full and
that half had been removed, 69% of participants now opted for the \half empty"
description. As a consequence, it can be gleaned that \half-full" and \half-empty"
are not informationally equivalent, since they elude to di erent reference points.
Following similar observations, Sher and McKenzie (2006) conclude that logically
equivalent statements can exude information about reference points, creating
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asymmetries in the way the information is evaluated, this is sometimes referred to
as the information (or leakage) account (Sher and McKenzie, 2006).

2.4.4 Attribute Framing E ect: Conclusion

The second research objective of this thesis sets out to investigate whether donation
behaviour varies systematically when contrasting the positive and negative frames of
the nancial information. Summarising the literature surrounding attribute framing,
it becomes apparent within the literature that logically equivalent information
can engender statistically di erent responses when presented through positive and
negative frames. Speci cally, the positive frame tends to elicit more favourable
responses when contrasted with its negative counterpart (Gamliel and Kreiner,
2020; Qu and Daniel, 2021). However, when surveying the limited literature
assessing attribute framing within the context of charitable giving, this relationship
appears less crystallised with the negative frame leading to increased prosociality
on occasion (Chang and Lee, 2010).

Investigating the literature further, multiple mechanisms are proposed to help
explain this commonly observed phenomenon, known as the attribute framing bias.
These include; subliminal priming (McElroy and Conrad, 2009), the association
account or labelling e ects (Holford et al., 2022; Levin et al., 1998; Pohl and Pohl,
2004), the markedness of terms (Prideaux and Hogan, 1993; Schul, 2011), and
inferred reference points (McKenzie and Nelson, 2003; Sher and McKenzie, 2006).

These mechanisms are not mutually exclusive and it is likely that a multitude
of these mechanisms are working simultaneously in tandem. Speci cally, combining
the ideas of markedness and implied reference points it can be postulated why
overhead aversion may be so frequently observed in the not-for-pro t sector.
Assuming the utility function of the bene ciaries enters the prospective donors’
utility function and it is assumed the role of charities is to do some good, the
implied reference point of donors is likely to be that all donations should be spent on
programs furthering the charity’s mission. If this is the case, any money not spent
in this fashion is thus encoded as funds being taken away from the bene ciaries.
Combined with the use of the term \overheads", which based on the ndings from
(Qu and Daniel, 2021) could be postulated as a marked term, these mechanisms
could serve to explain why it is common to see a reduction in giving behaviour
when nancial information is presented via an overhead ratio.
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With reference to this thesis’ second research objective, the literature sum-

marised in this section leads the author to believe that the positive framing of the

nancial information will lead to increased levels of pro-sociality when compared
to the negative frame.

Although it is found that negative frames can lead to greater amounts of
donations for charities when framing information negatively (Chang and Lee,
2010; Erlandsson et al., 2018), this is when framing advertising messages and
catastrophising outcomes by focusing on the negatives. This research, conversely,
is investigating the framing of a characteristic relevant to the charity as opposed
to the outcome or bene ciaries. Subsequently, drawing on the wider evidence
supporting the attribute framing bias in charitable giving (Gamliel and Kreiner,
2020; Qu and Daniel, 2021; Levin et al., 1998), this thesis believes the positive
frame will lead to greater levels of giving when contrasted with the negative frame.

2.4.5 Evaluating Information: The Role of Magnitude

The Role of Magnitude: Introduction

The literature presented thus far in this section suggests that the qualitative
element of information dominates the quantitative element when examining the
attribute framing bias. However, it cannot be debated that quanti ers, that is
the numerical element of the information, also play a pivotal role in sculpting the
perception of an attribute (Kiss and Pafel, 2017).

\Numbers are, in our culture, associated with objectivity, and seem as such to
bypass the issue of rhetoric and subjective interpretations™ (Keren and Wu, 2015,
p. 568). Hence, it can be debated whether the beer bottle is blue or green, whether
it is large or small, or whether its contents are strong or weak. Nevertheless, the
facts remain that the wavelength of the bottle’s colour is 590nm, the bottle holds
500ml of beer, and the beer contains 5% alcohol. This information, although
certain, can be rephrased in a way that alters how the bottle is perceived, despite
the information remaining factually identical. For example, the beer could be
described as being 95% alcohol-free making it appear less alcoholic by adopting
a bi-polar frame similar to that in attribute framing and ipping the percentage.
Moreover, a simple number size framing change can be made by describing the
bottle as containing 0.51 of beer as opposed to 500ml, making the bottle seem
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smaller. In summation, the impact of quantitative information can be altered
based on perspective and presentation and although logically equivalent, these
di erent methods of expressing the same information can alter the subsequent
evaluations of the target in question.
Gamliel and Kreiner (2020) highlights that very few studies assess the magnitude
of quantitative information and its e ects on how the target is evaluated. The
nal research objective of this thesis investigates whether the magnitude of the
expenditure ratio adopted as the nancial information a ects donation behaviour
systematically. Thus, the remaining part of this chapter will be dedicated to
summarising the literature that examines the role quantitative information plays
in the evaluation of an attribute.

The Role of Magnitude: Empirical Evidence

Due to the lack of studies examining the e ects of attribute magnitude on sub-
sequent judgements and decisions, this section has widened its scope to include
multiple types of framing e ects across both the risk-bearing and risk-less choice
domains.

One strand of the literature that seeks to explain how behaviour is a ected
by the size of any quantitative element of information adopts the Fuzzy Trace
Theory (FTT) framework (Kreiner and Gamliel, 2017, 2023). Similar to the dual
system model (Epstein et al., 1992; Stanovich and West, 2000), which de nes two
distinct processes; the intuitive (system 1) and analytical (system 2), FTT was
initially created to \explain subjective mental representations of information that
govern performance in memory, reasoning, and decision-making tasks™ Gamliel and
Kreiner (2020, p. 498). However, the dual system model focuses on the speed of
decision making, with system 1 characterised by fast twitch responses and system
2 re ecting more deliberate and slower thinking. As a consequence, the dual
system model fails to take into account the cognitive mechanisms and underlying
representations that dictate decision-making when confronted with di erent frames.
FTT, on the other hand, stipulates that information is mentally represented on a
verbatim-gist continuum, where verbatim representations capture the surface form
of the information, taking note of the ner details, whereas gist representations
capture the essential meaning, or interpretation (Reyna and Brainerd, 1991). In
summary, verbatim representations can be seen as sharp and increasingly accurate,
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whereas gist representations are comparatively less accurate and dull.

Traditionally, FTT has been applied within the realms of risky-choice fram-
ing (Gamliel and Kreiner, 2020). When analysing numerical information under
circumstances of risk and uncertainty, Reyna and Brainerd (1991) advocates that
individuals rely largely on gist as opposed to verbatim representations. Adopting
a variation of the famous Asian disease problem (Tversky and Kahneman, 1981),
Reyna and Brainerd (1991) compares precise humerical information (i.e. \200
will die™) with vague language (i.e. \some people will die"). Failing to identify
dissimilar framing e ects, Reyna and Brainerd (1991) concludes that individuals
interpret numbers vaguely despite precise numeric information being provided.

Opposing the views of Reyna and Brainerd (1991), Damnjanovic and Gvozden-
ovic (2016) advocates the magnitude of any information as a signi cant determinant
of behaviour when observing risky decision-making. However, since these results
were garnered within the arena of risk-bearing decision-making, these decisions are
somewhat clouded by risk preferences and hence may not be representative of the
charitable giving domain investigated in this research.

Within the domain of outcome framing, Kreiner and Gamliel (2017) nds
that when assessing the probability of e ectiveness of a vaccine, the higher the
probabilities of positive outcomes (i.e. 90% vs. 75% success), the higher were
participants’ evaluations of the vaccine. Moreover, the lower the probability
of negative outcomes (i.e. 10% vs. 25% failure), the higher were participants’
vaccine evaluations. Subsequently, opposing the views of Reyna and Brainerd
(1991), Kreiner and Gamliel (2017) supports the conjecture that the decisions of
individuals are sensitive to changing magnitudes in attributes, a result that is
consistent across both the positive and negative frames.

More relevant for this study, Gamliel and Kreiner (2017) investigates the
interaction between attribute magnitude and positive/negative framing e ects.
Comparing speci ¢ percentages (i.e. 60% or 70%) with vague verbal descriptions
(i.e. \the majority" or \the large majority"), Gamliel and Kreiner (2017) found
an attribute framing e ect for both conditions. However, participants were in-
creasingly sensitive to the speci ¢ numerical magnitudes over the vague qualitative
quanti ers. Subsequently, Gamliel and Kreiner (2017) adds weight to the ndings
of Kreiner and Gamliel (2017), advocating that when faced with risk-less choice
tasks individuals may ne-tune their responses when detailed representations of
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numerical information are provided.

Expanding on Gamliel and Kreiner (2017), Gamliel and Kreiner (2020) inves-
tigates the role of quantitative information across positive and negative framing
e ects further. Providing individuals with numerical information relating to the
proportion of hotel reviewers that were either pleased (positive frame) or not
pleased (negative frame) with their stay, Gamliel and Kreiner (2020) varied the size
of the review information, with three levels being implemented for the pleased/not
pleased treatments: 60%/40%, 70%/30%, and 80%/20%. Participants in each
of the treatments were subsequently asked to rate the hotel out of seven on a
Likert scale. Echoing the result of Kreiner and Gamliel (2017) and Gamliel and
Kreiner (2017), Gamliel and Kreiner (2020) found the observed evaluations to
be an increasing function of the magnitude of the reviews, a result independent
of the framing condition. Moreover, consistent with the attribute framing bias,
Gamliel and Kreiner (2020) found the positive frame to have a larger e ect on the
evaluations of individuals across all three magnitude levels when contrasted with
the negative frame.

As mentioned in a previous section, within the context of charitable giving,
Gneezy et al. (2014) varied the size of the overhead ratio between 5% and 50% and
asked donors whether they would like to donate to the charity in question. In line
with the evidence above, on average, people were more willing to donate to the
charity with a 5% overhead ratio as opposed to the 50% overhead ratio, both in
terms of frequency of donation and also the amount donated. Thus, Gneezy et al.
(2014) provides evidence from within the charitable domain that individuals may
use the numerical aspect of information to ne-tune their behaviour.

Overall, the aforementioned research suggests that when considered alongside
the positive and negative framing e ects, the magnitude of the quantitative element
of the information is a signi cant moderator of any subsequent evaluations of the
target in question (Damnjanovic and Gvozdenovic, 2016; Gamliel and Kreiner,
2017, 2020; Kreiner and Gamliel, 2017). That is to say, verbatim representations
calibrate the evaluation in line with the precise magnitudes of the attribute such
that 90% success evokes a higher evaluation than 80% success and 20% failure
elicits lower evaluations than 10% failure (Gamliel and Kreiner, 2020; Kreiner and
Gamliel, 2022, 2023). In addition, there is also evidence that the positive frame
heightens the sensitivity of individuals to the quantities (Gamliel and Kreiner,
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2020).

The moderating e ect of quanti ers on antonym framing e ects, however, is
not always as linear as suggested above. Some studies nd di erences in framing
e ects across di erent quanti er levels (Kreiner and Gamliel, 2019; Liu et al., 2020),
whereas some do not (Jin et al., 2017; Kim et al., 2014; Saad and Gill, 2014).

Janiszewski et al. (2003) provides an interesting result with negatively framed
information having a higher evaluation than its positive counterpart. Postulating
a pasta sauce containing \5% meat" and \95% tomato sauce' Janiszewski et al.
(2003) found the sauce was judged more favourably when described in terms of
sauce content when contrasted to meat content. Assuming the meat content as
the positive frame, due to it being the more expensive ingredient, the 5% appears
close to the bottom of the narrow range, suggesting a less favourable product,
on the other hand, 95% infers a wider range of numbers, thus is evaluated more
favourably. However, the severity of the valence in these frames could be debated,
since \meat™ and \sauce" are not explicitly antonyms, thus the strength of the
result is somewhat weakened.

However, investigating a lean/fat framing condition via an experiment, Liu et al.
(2020) provides support for the conclusions of Janiszewski et al. (2003), concluding
the numerical information to be a signi cant factor when participants are asked
the evaluate an attribute. Liu et al. (2020) fails to uncover the linear relationship
touted by previous studies when examining the positive and negative frames across
di erent magnitudes of the quanti ers. Instead, Liu et al. (2020) nds for smaller
values of the negative frame (i.e. 5% fat) the valuation was comparable to that of
the 95% lean frame, thus the numerical element appeared to neutralise the attribute
framing bias normally triggered by the qualitative element of the information.

Holford et al. (2022) also provides a refutation of the proposed linearity between
the quanti ers and the positive/negative framing e ects. Purporting that negatively
valenced frames, when combined with small quantities, can in fact be perceived
positively, reversing the anticipated framing e ect. Holford et al. (2022) postulates
that \5% fat™ is perceived positively, despite it being presented via the negative
frame because the positive message from the very low value of \5%" outweighs the
negative valence of the term \fat".

Overall, the research outlined above suggests that not only do individuals
potentially use quanti ers to \ ne-tune" their evaluations, but in some cases, the
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quanti er provides a dominating e ect large enough to o set the attribute framing
e ect. Speci cally, the evidence presented suggests that the negative e ect of the
negative frame can be completely moderated by the use of small numbers (Holford
et al., 2022; Janiszewski et al., 2003; Liu et al., 2020).

Although it is commonplace in the literature to examine the impact of the
guantitative element alongside the attribute framing bias through FTT, amongst
others, Wong and Kwong (2005) draws on prospect theory (Kahneman and Tversky,
1979; Tversky and Kahneman, 1981) and reference dependence theory (Tversky
and Kahneman, 1991), to explain the signi cance of numbers in framing.

Despite prospect theory rst being conceived to explain risk-bearing decision-
making, when Tversky and Kahneman (1991) extended the model to the reference-
dependent model, the model extended its reach to risk-less choice tasks as well.
Based on an S-shaped value function, the reference-dependent model has three es-
sential characteristics. Firstly, choices can be framed either positively or negatively
from a chosen reference point, otherwise known as reference dependence. Secondly,
the marginal value of both gains and losses decreases with their size, otherwise
known as diminishing sensitivity. Lastly, losses loom larger than equivalent gains
thus losses hurt disproportionately more, otherwise known as loss aversion.

Wong and Kwong (2005) investigates framing e ects in consumer product
advertising and draws on the second element, diminishing sensitivity, to explain
how number-size framing may manifest. Contrasting absence rates of 3% and 7%,
with attendance rates of 97% and 93%, although there is only a 4 percentage point
di erence in both cases, the di erence seems larger when assessed in the absence
frame when compared to the attendance frame. Despite being informationally
identical, diminishing sensitivity exaggerates the perceived di erence of the absence
frame since humans are more sensitive to a unit change at smaller values than at
higher values.

Wong and Kwong (2005) nd that reference dependence and diminishing sensi-
tivity are crucial in explaining number size preference reversals. When presenting
two forms of information, Wong and Kwong (2005) found that independent of
whether a positive or negative frame was adopted, whichever attribute was pre-
sented via the smaller number was the attribute that dominated. Thus concluding
that \when the information content, evaluation scales, and evaluation modes are
held constant, people exhibit reversals of preference when the number size in
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numerical information is manipulated” (Wong and Kwong, 2005, p. 62)

Another potential explanation for why equivalent percentage point changes
are perceived as larger at smaller values when compared to at larger values may
emanate from human error regarding the di erences between percentage point
changes and percentage changes.

If the percentages are mistakenly interpreted as numbers, rather than percent-
ages, then an increase from 5% to 10% could be misinterpreted as a 100% increase
since the number 10 is twice as large as the number 5. While a change from 90%
to 95% may be interpreted as a much smaller increase since the number 95 is only
5 units bigger than the number 90. Re ecting a little more, it is obvious this
is incorrect since a 5 percentage point change is the same regardless of where it
takes place on the evaluation scale, but since individuals deal with numbers more
often than percentages in their daily lives, they may mistakenly apply incorrect
arithmetic rules during evaluation.

Wong and Kwong (2005) stipulates that number size framing is di erent to
attribute framing in the sense that in number framing more than one option is
being presented and evaluated at a time, as was the case in the previously discussed
absence and attendance example. This highlights one of the key elements of number
size framing, which is reference dependence, by contrasting more than one option
simultaneously, a ready-made reference point is provided.

Within the current literature that examines the impact of nancial information
on donation behaviour, only one numerical gure is often presented, thus on the
face of it, relative changes in percentages do not appear to be explicitly assessed.
However, the number size framing e ect may still apply to single-option choice
tasks since individuals often have experiences or expectations which form the basis
for preconceived reference points. For instance, when it comes to expectations
regarding nancial information in charitable giving, it is well-cited that prospective
donors have preconceived expectations of what is acceptable (Exley, 2020; Qu and
Daniel, 2021).

Di erent from the studies using FTT as a basis for explaining the framing
e ects of numbers, Wong and Kwong (2005) stipulates that number framing e ects
are not contingent upon the valence of attributes. That is they are not simply a
moderator of positive/negative framing e ects, they are important in their own
right.
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Chang and Lee (2008) investigates the role of number size framing in the context
of charity appeals and to some extent reinforces the ndings of Wong and Kwong
(2005). Chang and Lee (2008) discovered that statistics with a small number size
arouse stronger behavioural intentions to donate when contrasted with their larger
counterparts. However, Chang and Lee (2008) investigates the role of number size
framing alongside attribute framing and only nds a signi cant e ect of small
numbers for negatively framed advertising messages.

2.4.6 The Role of Magnitude: Conclusion

Overall, the research from multiple domains summarised in this section advocates
the magnitude of any presented numerical information as an important determinant
or moderator of the subsequent evaluation of the target object in question.

According to the literature drawing on the FTT, similar to the dual-process
theory of cognition (Epstein et al., 1992; Stanovich and West, 2000), there are two
e ects occurring simultaneously when it comes to the evaluation of information
with a numerical dimension. Firstly, qualitative information is evaluated via
gist representations, thus attributes framed in the positive domain are evaluated
increasingly favourably when contrasted to their negative counterparts. However,
the numerical element of the information is analysed through deliberate verbatim
representations to ne-tune an individual’s evaluation in accordance with the exact
numerical element. Numerous papers provide evidence of this \ ne-tuning" in the
presence of quantitative information, in the domain of risk-bearing decision making
(Damnjanovic and Gvozdenovic, 2016), in the domain of goal framing (Gamliel
and Kreiner, 2020; Kreiner and Gamliel, 2017, 2022), and most importantly for
this thesis, in the realm of charitable giving (Gneezy et al., 2014).

Although some studies postulate the e ects of number size framing in isolation
(Wong and Kwong, 2005), many of the studies analyse the e ects of number size
framing alongside attribute framing, since assuming the information has a numeri-
cal dimension the bipolar scale present in attribute framing naturally provides a
number size framing e ect simultaneously. In the literature, the nature of the inter-
action between the positive and negative framing e ect and the number size framing
e ect is somewhat debated (Holford et al., 2022). Consistent with the attribute
framing bias, some suggest that positive frames always outperform negative frames,
with the extent of the reaction being moderated by the quanti ers size in a linear
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fashion (Damnjanovic and Gvozdenovic, 2016; Kreiner and Gamliel, 2017; Gamliel
and Kreiner, 2020). However, other studies stipulate a more complex relationship,
observing negatively framed information characterised by small numbers are evalu-
ated very similarly to their positively framed counterparts with larger numbers
(Chang and Lee, 2008; Janiszewski et al., 2003; Holford et al., 2022; Liu et al.,
2020; Wong and Kwong, 2005). Wong and Kwong (2005) draws on the reference
dependence model Tversky and Kahneman (1991) and the concept of diminishing
sensitivity to explain why smaller numbers exaggerate an individuals response,
making the stronger postulation that this number-framing e ect is independent of
the negative/positive framing e ect.

As stated at the outset of this section, in ful Iment of the third and nal
research objective of this thesis, whether the size of the expenditure ratio used to
communicate the nancial information systematically a ects donation behaviour
will be assessed. Undertaking an experiment, this research plans to present nancial
information in both a positive and a negative frame, thus the interaction between
these framing e ects and the numerical information are important for this thesis.
Based on the literature surveyed, this research expects to make the following
observations. Firstly, the donation behaviour of individuals is moderated in a
linear fashion by the size of the expenditure ratio (Damnjanovic and Gvozdenovic,
2016; Gamliel and Kreiner, 2017, 2020). Therefore, this thesis expects to nd
that expenditure ratio size is a signi cant determinant of donation behaviour
and that it moderates giving in a linear fashion regardless of the frame adopted
(positive or negative). Based on the previous section the e ect may even be more
pronounced for the positive frame as opposed to the negative frame, assuming the
attribute framing bias holds any water empirically in the charitable giving domain
(Erlandsson et al., 2018; Freling et al., 2014; Levin et al., 1998). Additionally,
speci c to the negative frame, at small numerical values of the expenditure ratio,
the donation behaviour should be similar to that seen for the positive frame, since
the positive e ect of the small number framing should be expected to outweigh
the negative e ect of the attribute framing e ect (Holford et al., 2022; Liu et al.,
2020; Wong and Kwong, 2005).
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2.5 Conclusion

Prior to assessing the literature relevant to the three research objectives of this
thesis, the author deemed it necessary to provide a summary of the motivations
underpinning charitable giving. The three research objectives of this thesis pivot
on the assumption that donors, to some extent, care about the bene ciaries
of the charities they are potentially donating to. Overall, Section 2.2 largely
gives credence to two models of charitable giving; impure altruism (Andreoni,
1989) and impact philanthropy (Duncan, 2004). Importantly for this thesis, these
models advocate that the utility of the bene ciary does indeed enter the utility
function of the prospective donor. Hence, since donors care to some extent about
the perceived impact their donation has and therefore are likely interested in
information regarding the expenditure of charities, the reader should be assured of
the relevance of this thesis’ research agenda.

Having summarised the key motivations for charitable giving, Section 2.3 of
this chapter surveyed the literature pertinent to nancial information and its
e ects on prosociality. Across the literature adopting both econometric analyses of
historical panel data and experimental approaches, there is substantial evidence
that individuals moderate their giving in the presence of overhead information.
However, it is reported that the relationship depends on the form this nancial
information takes. Earlier studies scrutinising historical panel data nd that donors
are highly averse to administration costs but demonstrate increases in giving as
fundraising increases. More recently, there have been a couple of experimental
studies, notably Gneezy et al. (2014), that support the viewpoint that individuals
are averse to overheads. However, despite the methodological advantages of the
more recent experimental approaches (discussed in more detail in Chapter 3), the
e ects of nancial information on donation behaviour are still relatively untested
in the experimental domain.

This limited experimental literature also explores some potential explanations
of the observed overhead aversion, postulating that prospective donors utilise the
overhead information as a proxy for e ciency (Cagala et al., 2021). However,
Gneezy et al. (2014), a cornerstone paper, directly refutes this postulation, stating
that donors are driven by overhead information because they are concerned about
the proportion of their donation being allocated directly to furthering the outcomes
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of the bene ciaries, a viewpoint consistent with the models of impure altruism
(Andreoni, 1989) and impact philanthropy (Duncan, 2004).

As the rst research objective, this research investigates whether the presence
of nancial information regarding the charity’s expenditure a ects donation be-
haviour. Via this research objective, this thesis adds to the current literature in
two main ways. Firstly, it will add to the limited experimental literature assessing
the relationship between nancial information and donation behaviour. This is
important since a well-designed and controlled experiment will enable the author to
potentially conclude a causal relationship, something the earlier literature assessing
historical panel data failed to achieve. Secondly, with reference to the linchpin study
of Gneezy et al. (2014), this study presents nancial information via one of two
expenditure ratios; expenditure that directly furthers the charities’ missions and
expenditure that indirectly aids the charities in achieving their missions. Therefore,
this thesis will be able to either consolidate or refute the claim of Gneezy et al.
(2014) regarding whether the perceived impact of a donation is a key driving force
behind donor behaviour.

Dedicated to the framing of nancial information, Section 2.4 summarises the
literature pertinent to both attribute framing e ects and the role magnitude plays
in determining behaviour when information has a numerical dimension.

With respect to the positive and negative framing e ects, it is evident that
depending on whether a positive or negative frame is adopted, logically equivalent
information can trigger very di erent responses. Within the wider literature, there
is overwhelming support for the positivity bias, which concludes that information
presented via a positively valenced description is evaluated more favourably than
its negative counterpart. However, within the limited literature assessing attribute
framing in the context of charitable giving, the evidence is somewhat mixed. Chang
and Lee (2010), for instance, nds the negative framing of charity advertising
campaigns is more e ective, while, Erlandsson et al. (2018) also nds the negative
frame to elicit greater levels of prosociality.

Subsequently, although the e ects of positive and negative framing are well
investigated outside of the charitable giving domain, the results presented by Chang
and Lee (2010) and Erlandsson et al. (2018) warrant additional lines of inquiry to
clarify the e ects of information framing for charitable giving.

This research, therefore, makes a second contribution to the eld through
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its second research objective, which investigates whether presenting nancial
information in a positive and negative frame a ects how donors react to the nancial
information. To the author’s knowledge, this is the rst explicit investigation into
whether donation behaviour varies systematically when contrasting negative and
positive framing e ects, which will therefore add to the limited base of literature
assessing the attribute framing literature within the context of charitable giving.
Additionally, this research is of great signi cance to charities too, since if there are
signi cant di erences between the two frames when it comes to donation behaviour,
as proposed in the wider literature, this provides a cost-e ective manipulation
charities can implement to potentially increase the funds solicited.

Finally, it is established within Section 2.4 that when evaluating information
with a numerical dimension, the magnitude of the said numerical element is
signi cant in determining the subsequent evaluation or behaviour. Some of the
literature postulates that the magnitude of the numerical element is used to \ ne-
tune™ or moderate behaviour created by positive and negative framing e ects
(Gamliel and Kreiner, 2020; Gneezy et al., 2014; Kreiner and Gamliel, 2017). While
other studies conclude that number size framing is a stand-alone phenomenon,
observed regardless of whether positive or negative framing e ects are present
(Wong and Kwong, 2005). Across both of these strands of literature, a common
theme emerges that smaller numbers elicit especially strong reactions in individuals.
Analysing multiple attributes simultaneously, Wong and Kwong (2005) found
whichever attribute was described via the smaller number was the most salient to
individuals. Additionally, when investigated alongside attribute framing e ects, the
smaller quanti ers neutralised the widely reported negative e ect of the negatively
valenced frame, with the valuation becoming remarkably similar to the positively
framed counterpart utilising the larger quanti er (Holford et al., 2022; Liu et al.,
2020). Hence, a clear consensus emerges from the literature that the size of the
numerical element encompassed within the information is a critical determinant of
subsequent behaviour, especially at lower values.

However, the majority of this evidence was established in domains outside of
charitable giving with reported studies investigating behaviour towards outcome
framing or commercial advertising for private goods, adopting both risk-bearing
and risk-less choice tasks. To the author’s knowledge, the only study that assessed
the magnitude of quanti ers in a charitable giving context is Gneezy et al. (2014),
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which varied overhead information at two levels (5% and 50%).
Subsequently, this thesis plans to contribute to the existing literature, by

investigating whether the magnitude of the expenditure ratio adopted as the

nancial information a ects donation behaviour; the third and nal research
objective of this thesis. Unlike Gneezy et al. (2014), the experiment adopted
in this thesis is explicitly designed to test six di erent expenditure ratio sizes,
across both positive and negative framing e ects, to note their e ects on donation
behaviour. Furthermore, with generalisability of results in mind, this study will
adopt numerical values that are more representative of reality, with the expenditure
ratios being speci ed to one decimal place (i.e. 98.1% and 1.9%). A criticism of
the design adopted in Gneezy et al. (2014), is that the overhead ratios adopted are

ctitious and values such as 50% and 5% are very ‘clean’ and cognitively easy to
evaluate, thus they may not truly re ect the extent of any subsequently induced
bias. Hence, this study is a closer re ection of reality and provides a more robust
assessment of the role magnitude plays in determining donation behaviour.

Having summarised the literature relevant to the research agenda of this thesis

and subsequently speculated upon the potential outcomes for the three separate
research objectives of this study, the following chapter, Chapter 3, will provide an
outline of the methodology adopted in this research, detailing the key elements of
the experiment this thesis plans to undertake.
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Chapter 3

Methodology

3.1 Introduction

Having provided the reader with a summary of what has been achieved within the

eld previously as well as highlighting other literature pertinent to the research being
undertaken in Chapter 2, this chapter will provide an overview of the experimental
design adopted to inform this thesis’ three research objectives. The chapter will
begin by introducing the experimental approach more generally and providing
justi cation for why it is a valid methodology. Subsequently, the chapter will provide
an in-depth discussion of the experimental design implemented to investigate this
thesis’ research agenda. The key treatment variables (independent variables) that
will be systematically varied within the experiment will be de ned, with their
relevance for this thesis’ three hypotheses highlighted. Detailed explanations for
how these variables will be varied and justi cations for why certain levels of these
variables have been selected will also be provided. Following this, a discussion
surrounding common nuisance variables and the associated controls that will be
adopted to minimise any potential noise will be provided. Finally, this chapter will
give an overview of how the experiment will be administered, giving details of how
the experiment will unfold.
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3.2 Methodological Approaches in Experimental
Economics

Before discussing the intricacies of the experimental design adopted in this thesis,
it is important to consider the philosophical and epistemological underpinnings of
the experimental methodology to provide justi cation for why such an approach
is valid and robust for testing this thesis’ research agenda. There are numerous
criticisms levied against the experimental approach, here the discussion will centre
on concerns regarding internal validity, the ability of the experiment to establish a
causal relationship between the independent and dependent variables, and external
validity, which refers to the generalisability of any concluded result to the wider
population.

3.2.1 The Rise of Experimental Economics

For a long period of time, although experimental approaches have been adopted
in the physical sciences, in economics where often it is human behaviour that
is being observed, the experimental approach was largely frowned upon (Guala,
2005). One of the core underpinning criticism was predicated on the fact that,
unlike physical objects, humans make conscious choices concerning their behaviour,
which is somewhat less predictable than the behaviour of atoms and particles, often
observed in the physical sciences. Hence, since human behaviour does not follow
such patterns it was argued that experimenting on humans is an empty endeavour.

Among others, Starmer (1999) argues that although there are signi cant dif-
ferences between the physical and the social world, such distinctions should not
form the basis for any objections to experimenting in economics. As long as it is
understood \that theories are intended to predict phenomena and can be tested
by comparing their predictions with the actual behaviour of the relevant economic
phenomena™ (Starmer, 1999, p.7), the validity of the experimental methodology
in economics is con rmed. Moreover, as the area of experimental economics has
expanded, it has become clear that, on average and under certain circumstances,
there are predictable patterns in human behaviour. However, an important stipu-
lation is that these patterns of behaviour are often increasingly dependent on the
situation or context when contrasted to experimentation in a physical science such
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as physics, a point that will be addressed later in this section.

Since the 1950s, experiments within economics have become increasingly pop-
ular (Reiss, 2013). Real-world subjects are brought into a controlled arti cial
environment controlled and subjected to controlled variations. To assess the ex-
tent to which the presence and framing of nancial information a ect donation
behaviour, this thesis will adopt an experimental approach.

3.2.2 Internal Validity

The central philosophical problem of experimental economics is the validity of
experiments, which encompasses both internal and external validity. Here internal
validity will be addressed and is conceptualised primarily by the following problems:
controlling preferences, ruling out undesired e ects, and drawing inferences from the
observed behaviour to causal relationships between properties of the experimental
system (Guala and Mittone, 2005).

Often in experimental economics and as is the case with this research, a
relationship is hypothesised on the back of an established theory. This hypothesis
is then tested, and conclusions are drawn from the observed data. As with any
form of research, a key epistemological issue regards the establishment of causal
relationships.

Traditional econometric inferences of eld data adopt statistical techniques to
establish the strength of correlations between di erent variables but these relation-
ships do not permit the drawing of speci ¢ causal relationships. The experimental
approach, however, does enable such a leap to be made. When attempting to
infer causal relations between two variables (X and Y), the perfectly controlled
experiment (PCE) advocates some basic principles for inductively concluding causal
relationships.

The key themes of the experimental approach are comparison and controlled
variation. Similar to placebo treatments adopted in medical drug trials, an eco-
nomics experiment varies the variable of interest (X) across two groups: the control
group (i.e. the placebo) and the treatment group, noting any e ects on Y. Should
the experimenter achieve a good degree of control over the other background
variables, any correlation between X and Y in the experimental data indicates a
causal relationship and the truth of the hypothesis (I.e. X causes Y ) unequivocally
(Mayo, 1996; Woodward, 2005). Thus, it is stated that the hypothesis is tested
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severely by the evidence, also known as the severity approach (Guala, 2008), a
method of inductive inference. The model of the perfectly controlled experiment
is an example of the so-called \method of di erence”, one of Mill’s (1843) four
\cannons of induction”, a concept still widely cited today when determining causal
relationships. Although this process sounds relatively simple, the key stipulation
and thus area for concern is the ‘perfect control’ of all other background factors.

The aforementioned ‘perfect control’ is hard to establish and inferences of this
sort require additional knowledge about the potential factors that could distort the
association between X and Y . \It would be impossible to present an exhaustive list
of such possible di erences appropriate to any one kind of experiment because the
uncontrolled causes which may in uence the result are always strictly innumerable.
(Fisher, 1956, p. 55). As highlighted further by Levitt and List (2007), \the
actions individuals take are a ected by a dazzlingly complex set of relational
situations, social norms, frames, past experiences, and the lessons gleaned from
those experiences™ (Levitt and List, 2007, P. 162), all of which are elements
that cannot be observed and controlled for. Hence, causal inferences made from
experimental data are potentially fallible due to our knowledge of the background
factors and methods of control being less than perfect (Guala, 2005). Furthermore,
even if all of the potential background factors could be identi ed, such control is
unachievable both in terms of the complexity of the experimental design as well as
the potential cost implications. Subsequently, to maintain the robustness of the
experimental approach in terms of uncovering causal relationships, experimenters
rely on randomisation. Assuming the sample sizes are large enough, randomisation
evenly distributes the variation and noise caused by background factors equally
among the control and treatment groups. Randomisation, however, is by no means
a perfect substitute for direct control. Guala (2005) aptly names randomisation as
a ‘ xer’, due to the fact it is used to correct for a lack of direct control.

Overall, due to the impracticality and impossibility of implementing the gold
standard of the PCE, it is too strong to presume deterministic causal relationships,
and hence experimental economists often settle for probabilistic causation, which
is born out of the relationship between statistical evidence and causal mechanisms.
Probabilistic causation stipulates that the probability of Y occurring given X is
greater than the probability of Y occurring when X is absent.

Another potential issue critics levy against the experimental approach is that
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human subjects may be sensitive to the context of the experiment in a manner that
induces conditioned behaviour when compared to the natural setting it supposedly
represents. One example of this is captured by ‘experimenter demand e ects’, which
are when subjects behave in accordance with what they believe the experimenter
wants or, conversely try to outwit the experimenter. Either way, the validity of
the experiment is undermined by behaviour triggered by an arti cial environment.

Nevertheless, despite these possibilities, this does not mean that it is impossible
to conduct meaningful experiments with human subjects; instead, it has impli-
cations for the appropriate design of experiments to ensure the environment and
the accompanying institution maximise the chances of ‘genuine’ behaviour being
observed.

The Induced Value Theory (IVT) precepts, introduced by Smith (1976), address
concerns regarding ulterior motives and the control of individual preferences within
the experimental environment. These ve precepts are \a proposed set of su cient
conditions for a valid controlled microeconomic experiment™ (Smith, 1982a, p.930),
which have come to be accepted beyond the scope of market experiments and are
applied more generally within the experimental economics community (Butler and
Hey, 1987; Harrison, 1994).

Smith (1976) places these precepts in context through a ‘microeconomic system
which is comprised of the institution and the environment. The institution speci es
the various actions that are available to the subjects and the relative outcomes
for each of these actions. Experimental control of the institution is achieved via
the explaining and enforcing of rules, thus governing behaviour via the creation of
rules and punishments. The environment is de ned by the commodities that can
be exchanged, the agents in the market, their original endowments, their utility
functions, and the technology (Guala, 2007).

Individual preferences are one of the hardest elements to control, IVT as
proposed by Smith (1976), advocates the adoption of a reward medium that elicits
pre-speci ed characteristics in experimental subjects, rendering the subjects’ own
characteristics largely irrelevant.

The precepts proposed by Smith (1976) stipulate that the subject should
always prefer more of the chosen reward medium (non-satiation), the reward
should be increasing in the good and decreasing in the bad outcomes of the
experiment (saliency), the reward should dominate any subjective costs associated
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with participation in the experiment (dominance), and that subjects should only
receive information pertinent to their own payo (privacy). The nal precept
relates to whether the environment created re ects the context in which the theory
is thought to apply (parallelism), which will be addressed in the following section.

It is the rst two precepts that ensure subjects are su ciently motivated to
behave in accordance with the experiment’s institution. The dominance and privacy
precepts ensure the reward medium is su cient to ensure that transaction costs
or other motives such as experimenter demand e ects are dominated. Henceforth,
if all four of these precepts hold, the experimenter has successfully controlled
preferences (Smith, 1976, 1982b; Wilde, 1980).

However, since the preferences of the subjects may not be observable, it is
extremely hard to establish whether these precepts have been satis ed. Even in the
presence of relatively large payo s, subjects may derive satisfaction from perceived
victories that are not correlated with the reward structure of the experiment (Cross,
1980). In addition, there are similar issues with the salience precept and observing
whether a subject fully understands the rules governing the institution.

Binmore et al. (1994) proposes two solutions: the adoption of greater incentives
and giving subjects enough time to familiarise themselves with the unfamiliar
circumstances of the experimental environment. However, Binmore et al. (1994)
along with other proponents of this measure have often failed to specify exactly
how large the reward medium should be. Starmer (1999) does, however, provide
support for Binmore et al. (1994), stipulating that economic theories do not specify
how big incentives need to be, hence experimenters have to make assumptions
about the magnitude of payo s. Starmer (1999) proposes alternative measures
including adopting a simple design, designing clear instructions, adopting practice
rounds, and questionnaires to measure understanding and highlight any subject
misconceptions.

Nevertheless, these measures merely minimise the possibility of ulterior motives
muddying the water. Ultimately, no experiment can be certain these precepts hold,
which is problematic since it could lead to an incorrect conclusion regarding a
hypothesis. Subsequently, any test of a hypothesis is also tested alongside auxiliary
hypotheses detailing the context created by the experiment (Duhem, 1991; Smith,
1982Db).

Due to multiple hypotheses being tested in tandem, one cannot be sure that the
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observed variation in behaviour can be attributed to core hypothesis as opposed to
the auxiliary hypotheses, thus disarming experimental economists. This problem is
referred to as the Duhem-Quine theorem and is summarised as the inability to test
a theoretical hypothesis in isolation, requiring auxiliary assumptions concerning
the experimental design and procedure to properly test the theory (Duhem, 1991;
Guala, 2008; Starmer, 1999). However, this leads to the possibility of the observed
result not being due to some causal relationship between the variables of interest,
with the observed variation being attributable to elements of the experimental
design or procedure (Reiss, 2013).

Economics is no stranger to causal generalisations, within microeconomics it
is often stated that a decrease in demand will cause a reduction in the market
clearing price, caveated by the statement of ceteris paribus. It is this statement of
ceteris paribus which states that the aforementioned relationship will hold under a
certain set of auxiliary circumstances. Assessing the generalisability of results from
experiments, although these auxiliary assumptions regarding context complicate
proceedings, the experimental approach provides a greater level of control than
traditional methodologies and non-experimental science (Guala, 2005; Levitt and
List, 2007). Controlling the set of prices, budget sets, information sets and list of
potential actions means that ceteris paribus observations of economic agents can
be observed, allowing underlying causal relationships to be examined with minimal
external noise or contamination.

Overall, utilising the appropriate controls, randomisation, and abiding by some
strict guidelines regarding how the institution and environment are designed, \there
is broad agreement that the method of the controlled experiment is a powerful tool
for the discovery of causal relations™ (Guala, 2008, p. 17).

Moreover, \so long as economists wish to claim that theories have empirical
content, that is, they do embody claims of the sort that if certain conditions hold,
speci ed behaviour should follow, then there seems to be, at least in principle, the
possibility of creating the stated conditions experimentally to test the implications
of the theory" (Starmer, 1999, p. 10). Hence, as long as theories are considered
vehicles for predicting behaviour, there are few grounds to reject experiments as a
valid methodology.
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3.2.3 External Validity

Although the previous section established controlled experiments as a valid meth-
odology for uncovering causal relationships, once these relationships are concluded
further questions are asked regarding the extrapolation of experimental results to
the real world (Cartwright and Hardie, 2012; Deaton, 2010). Initially raised by
Wallis and Friedman (1942), the concern that volunteers who spend short periods
of time in a carefully controlled environment generate spurious results has been
well documented (Cross, 1980; Loomes et al., 1991).

When it comes to the ability of experiments to replicate ndings observed
in reality, the evidence appears mixed. Galizzi and Navarro-Mart nez (2018)
demonstrate that behaviours in a number of social preference games are largely
uncorrelated with altruistic behaviours witnessed in eld settings. However, Wit
and Bekkers (2016) advocates that experiments do not tend to bias results either
positively or negatively. Camerer (2011) reinforces this statement, positing that
the laboratory often replicates the results unveiled in eld experiments and that
the issues of generalising the conclusions of experiments are exaggerated within
the current literature.

One criticism regarding external validity is born out of many factors being
held constant and therefore the observed result will only apply in very speci ¢
circumstances, circumstances that may seldom be witnessed in reality (Guala and
Mittone, 2005). Another is that experiments di er from the real world in terms of
\the nature and extent of scrutiny, the emphasis on the process by which decision[s]
are made, the arti cial limits placed on the action space, the imposition of the
task, the selection rules into the environments, and the stakes typically at risk™
(Levitt and List, 2007, p. 168).

As highlighted by Guala (2008), a trade-o between internal and external valid-
ity starts to become apparent. The very advantage of the experimental approach
when considering internal validity and the identi cation of causal relationships,
which is the level of direct control, becomes a caveat when it comes to the gener-
alisability of any concluded result. Roth (1986) summarises this trade-o as the
balance between designing an experiment that truly re ects a naturally occurring
market and one that generates results supporting a more general conclusion.

One defence o ered by experimental economists is that the very theories being
tested also abstract from reality omitting behaviours and variables which are
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deemed irrelevant in the realm of human economic behaviour Smith (1982b); Wilde
(1980). Alternatively, experiments assess reward-motivated individuals drawn from
the real-world population, incorporating more complexities than parameterised in
economic theory. Smith (1982b) thus argues that experiments are real live economic
systems, which are behaviourally richer than the systems parametrised in theories.
Therefore, since the level of abstraction is somewhat less in experiments than in
economic theory, there can be little doubt of the capability of experiments to falsify
any theory (Wilde, 1980; Smith, 1982b; Starmer, 1999). Although potentially true,
rather than adding to the credence of the experimental approach, this viewpoint
seeks to blame the theories instead.

Plott (1991) on the other hand, furthered the discussion, de ning the practicality
and competence of an experiment on whether it accurately tests theory, as opposed
to whether an experiment replicates the real world accurately. Thus, Plott (1991)
advocates the primary concern when designing an experiment is creating an
abstract setting that allows the isolation of the relevant variables in question, as
opposed to replicating the real world (Plott, 1991). Guala and Mittone (2005)
reinforced this belief, proposing experiments as ‘mediators’, acting as the middleman
between economic models and the real world. This popular viewpoint establishes
two relationships, the rst is between the economic model or theory and the
experimental system, and the second is between the experimental system and the
real world. Guala and Mittone (2005) states external validity is a problem for
those that are attempting to transverse the gap between the experimental system
and the real world.

Subsequently, Plott (1991) and Guala and Mittone (2005) advocate that simple
economies can be created in experimental settings, which can be used to test the
predictive capabilities of theories when applied in special cases. Isaac et al. (1982)
argues that while experimental environments are simple in comparison to naturally
occurring processes, they are real processes in the sense that real people follow
real rules and participate for real and substantial pro t (Isaac et al., 1982, p.1486),
hence they are worth interpreting. This creates a link between general theories
and the data, allowing the experimental system to test hypotheses, discarding
relationships that fail to emerge in the simplest of cases (Plott, 1991).

Realism is not, therefore, the objective when designing an experiment. Friedman
and Sunder (1994) supported Smith (1982b); Wilde (1980); Plott (1991), stating
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\it is futile to try and replicate... the complexities of a eld environment" (Friedman

and Sunder, 1994, p. 11). Rather, an experiment should be designed in a manner
that presents the best opportunity to learn something and more importantly answer
the question that motivates the research (Friedman and Sunder, 1994).

Moreover, Friedman and Sunder (1994) highlights additional concerns about
pursuing realism when designing an experiment. Firstly, experiments are bound by
practical, nancial, and ethical considerations, hence attempting to replicate some
ongoing natural process and its in nite detail is likely outside of the experimenters’
remit. Secondly, the more complex the experimental design becomes, the harder it
is to disentangle cause and e ect, as highlighted by the Duhem-Quine theorem.
Thus, there is a risk that by pursuing realism, the experiment loses its ability to
uncover causal relationships.

As this thesis is concerned with testing hypotheses regarding the e ects nancial
information has on donation behaviour, a relationship that is still relatively untested,
the investigation taking place within this research falls into the rst category, thus
the focus in this thesis is to establish if any relationships exist under simple
circumstances. If relationships are concluded, these can be tested in more complex
scenarios that better re ect reality.

This discussion links to the nal IVT precept of ‘parallelism’ mentioned in
the previous section. The parallelism precept states that the behaviour observed
in experimental microeconomies should be expected to prevail in the real world
where similar ceteris paribus hold (Smith, 1982b, p.936). On balance, as long as
the experimental design re ects the key characteristics and tenets of the theory
being tested, the experimental methodology is a valid test of said theory.

Overall, advocates of experimental economics detract from the argument of
whether the experimental environment can provide results generalisable to the real
world. Instead, historically, the focus has been placed on the ability of experiments
to test hypotheses and economic theory. Smith (1982b); Wilde (1980); Plott (1991)
stipulate that if a theory breaks down in the simple environment of the experiment,
where the microeconomy corresponds more closely to the economic theory, then it
is extremely questionable as to whether the theory’s predictions will apply in the
increasingly complex ‘natural’ economic environment.

Therefore, as sitpulated by Friedman and Sunder (1994); Guala and Mittone
(2005), the focus of the experimental economist should be to design an experiment
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that enables a fair test of the hypothesis being investigated with internal validity
and experimental control being a primary concern. Once a causal relationship has
been identi ed, elements of reality can be slowly introduced and the hypothesis
retested to help make the jump from the experimental setting to reality.

3.3 Experimental Design

Having provided justi cation for why a controlled experiment is a valid methodology
for testing research hypotheses in Section 3.2, this section will furnish the reader
with the ner details of the experimental design adopted to test this thesis’ three
research hypotheses:

{ H1: The presence of nancial information does not a ect donation behaviour
{ H2: The donation behaviour observed for the positively framed nancial
information is not statistically di erent from that observed when the nancial
information is framed negatively
{ H3: The magnitude of the expenditure ratio adopted to represent the
nancial information does not systematically a ect donation behaviour

Subsequently, this section will provide explanations for the environment and
institution selected for this thesis’ experiment, as well as important information
regarding how the experiment will be administered. Firstly, the dependent variable
and the key treatment variables will be outlined and discussed followed by an
in-depth discussion of the format the experiment will take and the associated
controls to ensure robust inferences can be made regarding the above three research
hypotheses.

3.3.1 Dependent Variable

The dependent variable in this experiment is donation behaviour, of which two
aspects will be observed and measured. Firstly, the propensity to donate will
be observed, thus gauging whether the treatment variables cause more or less
donations in general. This is an important aspect of donation behaviour as it
captures how a charity’s donor base may be changing. Secondly, this thesis is
measuring the donation amount, hence observing whether the treatment variables
are causing donations to increase or decrease. The author deemed it important to
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observe both of these elements separately, since the propensity to donate measures
the binary decision of whether a prospective donor wishes to give to the charity.
The second element, donation amount, enables the author to observe how those
that wish to continue donating may alter their behaviour in the face of the changing
treatment variables. Together, these two elements of donation behaviour enable the
author to gain a good understanding of how the treatment variables are a ecting
the voluntary contributions of charities.

3.3.2 Treatment Variable: Financial Information

As outlined previously in Section 3.2, holding a variable constant is the simplest
way to control a variable. However, to investigate the various research hypotheses
of this thesis some variables need to be varied, these are known as the treatment
variables. To test these treatment variables independently, this research adopts a
between-subject design with two key treatment variables being observed: the level
of nancial information, which is varied at three levels; and the magnitude of the

nancial information, which will have two levels. Hence, this study follows a 3x2
factorial design.

The three levels of the nancial information treatment variable are: the control,
the positive frame, and the negative frame. Participants in the control treatment
will receive no nancial information at all, while the other two treatments will
receive nancial information pertaining to how charities spend their money, via
one of two expenditure ratios, one of which is framed positively and the other is
framed negatively. The information obtained from the two expenditure ratios is
logically equivalent, that is, if you have one of the expenditure ratios the other is
intuitive.

Varying the nancial information treatment variable and observing any subse-
quent e ects on donation behaviour will enable the analysis of this thesis’ rst two
research hypotheses. The rst hypothesis (H1) will be tested by combining both
the positive framing and the negative framing treatments to create a variable that
represents the presence of nancial information, this is then contrasted against the
control treatment where no nancial information is presented. The second hypoth-
esis (H2) can be assessed by directly contrasting the donation behaviour observed
in the positive frame treatment with that from the negative frame treatment.

As this thesis plans to undertake primary data collection via an experiment in
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the United Kingdom (UK), it is logical to utilise nancial information in line with
what is available in the UK. The following sub-sections will provide a summary of
the UK’s non-pro t sector and ratify the nancial information that will be utilised
in this thesis’ experiment.

UK versus US Data Availability

The majority of studies assessing the impact of nancial information on donation
behaviour have occurred in the US. Calculating the overhead ratio as a percentage
of income generated or total expenditure, the overhead ratio incorporates both
administration costs and fundraising costs. However, according to the National
Council for Voluntary Organisations (NCVO), in the UK, a charity’s administrative
costs are usually included proportionally in the charity’s accounts across all four
spending areas (charitable activities, grants, generating funds, and governance).
Thus, unlike in the US, in the UK it is near impossible to separate out the
administration costs of charities. Subsequently, this research is not able to present
data pertaining to the administration costs of charities. Administration costs
continue to be a prominent theme with some donors and the Charity Commission
has committed to investigating how support costs are reported in England. However,
at the time of writing, it is still not common practice to present exact data relating
to administration and support cost expenditure. Hence, adopting an overhead
ratio that re ects those discussed in the literature review is not possible.
In the absence of easily obtainable administration and support costs, the
available expenditure information needs to be surveyed to identify exactly what
nancial information will be presented. To enhance the external validity of this
research’s results, it is important to consider both the willingness and ability of
potential donors to nd and interpret a charity’s nancial information. Although
it is not the objective of this research to assess the willingness of individuals to
nd nancial information, it is still important to consider this when choosing the
nancial information to be used in the experiment.

Financial Information in the UK

This section will provide an overview of how charities in the UK are required to
report their expenditure on an annual basis. Subsequently, the expenditure ratio
that will be adopted for this thesis’ experiment will then be de ned.
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Within the UK, there are three bodies that regulate the not-for-pro t sector.
The Charity Commission (England and Wales), O ce of the Scottish Charity
Regulator (OSCR), and the Charity Commission for Northern Ireland. These bodies
report the nancial information of charities, ensuring they meet the requirements
of the UK’s charity accounting framework.

At the time of writing, charities self-report their nancial data via a Statement
of Financial Activity (SoFA), which is completed in line with the Statement of
Recommended Practice (SoRP), as provided by The Chartered Institute for Public
Finance and Accounting (CIPFA). Once completed, charities submit their accounts
to the relevant regulator (e.g. Charity Commission) who in turn, makes the
accounts publicly available.

When de ning expenditure, the SORP 2019 (FRS102) divides expenditure into
the following two broad categories. Firstly, there is expenditure on raising funds,
which is de ned as:

\Expenditure on raising funds includes all expenditure incurred by a
charity to raise funds for its charitable purposes™ (CIPFA, 2019, p. 46).

This includes expenses related to generating voluntary income, trading to raise funds
and investment management. The second category is expenditure on charitable
activities, which is de ned as:

\Expenditure on charitable activities includes all costs incurred by a
charity in undertaking activities that further its charitable aims for the
bene t of its bene ciaries” (CIPFA, 2019, p. 47).

However, based on the approach adopted in the SORP 2019 and the nature of this
study, it is important to consider which forms of expenditure each of these broad
categories encompasses. The regulators provide this breakdown when reporting
the nancial information publicly. From the nancial performance data submitted
via the SoFA, the Charity Commission identi es nine categories of expenditure,
these are de ned in detail in Appendix B.2.

Importantly, support costs and governance costs are di erent in the sense they
themselves do not constitute an activity, instead, they enable activities that create
output. As a result, support and governance costs are attributed on an activity
basis and thus are not incorporated in the calculation of total expenditure. Instead,
they are attributed to the expenditure category which they support. Thus, it is
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not possible to isolate the proportion of a charity’s expenditure attributed to these
support and governance costs.

Based on the previous literature, initially, this thesis wanted to separate support
and administration costs from charitable activities as they have been to have a
negative correlation with charitable giving. However, it is arguable that without
these support costs, there would not be any expenditure on bene ciaries, hence
excluding these costs altogether would be disingenuous. Additionally, based on
the results presented in Gneezy et al. (2014), it does not appear to be overheads
that are the key issue here, it is the fact the donation is being spent directly on
the bene ciary.

Upon downloading and cleaning the data from the Charity Commission, it
is clear there are further caveats to utilising this data. Firstly, it is clear from
the data that there are signi cant di erences in how charities are self-reporting
their expenses. Any method of self-reporting is open to scrutiny, and charities
are no di erent. Allowing charities to de ne the breakdown of expenditure and
income sources themselves, increases the chances of charities window-dressing their

nancial information in an attempt to increase their appeal to donors. Secondly,
accessing this data required signi cant IT skills, skills beyond those of the average
donor. Consequently, the data provided by the Charity Commission is not suitable
to assess the research objectives posed in this thesis.

Due to the aforementioned issues raised with the data obtainable from the
Charity Commission, this experiment will utilise nancial information from a
third-party provider; Charity Choice'. Similar to CharityNavigator and Givewell
in the US, Charity Choice provides donors with information pertaining to charities’
spending habits. Charity Choice source their information from Charity Financials,
a UK-based company that at the time of writing are the only online platform in
the UK to provide the latest available nancial information on UK charities. In
turn, Charity Financials source their information from charity regulators such as
the Charity Commission. Thus, the author is con dent the data is accurate and t
for purpose as well as suitably accessible.

Charity Choice divides the expenditure of charities in to three categories, which
are represented as a percentage of total expenditure. Firstly, there is charitable
activities, which refers to any money spent on bene ciaries along with any associated

Ihttps://ww.charitychoice.co.uk/.
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costs. Secondly, there is generating income, which refers to money spent on all
income generation for the charity, which is not from voluntary sources. This
therefore encompasses trading to raise funds and investment management costs as
de ned by the Charity Commission. The nal category is fundraising expenditure,
which refers to spending on generating voluntary income for the charity.

Adopted Expenditure Ratios

Based on the information presented by Charity Choice, the Charity Commission,
and the guidelines presented in the SoORP 2019 (FRS102), this study will divide the
expenditure of charities into two categories, presented as ratios of total expenditure.
These ratios will be constructed from the information taken from Charity Choice.

The rst ratio captures expenditure on charitable activities and will be termed
the Direct Expenditure Ratio (DER). As de ned by the Charity Commission and
Charity Choice, this will be de ned to participants as follows:

\Expenditure on charitable activities includes all costs incurred by a
charity in undertaking activities that further its charitable aims for the
bene t of bene ciaries, including support costs and governance costs
apportioned to charitable activities™

Secondly, this thesis will combine the fundraising and generating income expen-
diture ratios from Charity Choice to create a gure that captures all expenditures
pertinent to generating income, both voluntary and non-voluntary. Again, rep-
resented as a percentage of total expenditure, this ratio, therefore, captures all
expenditure that is not directly spent on pursuing the charity’s mission. This
second ratio will be termed the Indirect Expenditure Ratio (IER). This includes
the voluntary income generation costs such as fundraising and encouraging other
parties to make grants, gifts, or legacies to the charity, and non-voluntary income
generation costs such as trading to raise funds and investment management costs.
Following the de nitions of the Charity Commission and Charity Choice, this ratio
will be de ned to participants as follows:

\Expenditure on generating income includes all expenditure incurred by
a charity to raise funds for it charitable purposes. This includes trading
to raise funds, investment management costs, and fundraising costs"
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Combined, these ratios account for the charity’s total expenditure. Subsequently,
assuming participants are comfortable with subtracting integers from 100, by giving
the participants one ratio (i.e. the DER), participants can infer the other ratio
(i.e. the IER).

Referring back to the three levels of the nancial information treatment variable,
the DER is the positive framing condition, since this represents the percentage of
the charity’s expenditure that is spent directly on pursuing the charity’s mission.
While the IER is the negative framing condition since it represents the percentage
of the charity’s expenditure that is being spent on generating income. Although
this may help the charity achieve its objective in the long run, it is not being
directly spent on the bene ciaries and therefore represents indirect support for
bene ciaries.

Based on the literature presented in Chapter 2, this research postulates that
donors prefer a larger proportion of a charity’s expenditure to be allocated to the
DER as opposed to the IER, since Gneezy et al. (2014) advocates perceived impact
to be a key driving force behind the widely reported overhead aversion.

3.3.3 Treatment Variable: Financial Information Magni-
tude

The second treatment variable adopted in this thesis’ experiment is the magnitude
of the expenditure ratios adopted as the nancial information, which will be system-
atically varied at two levels, *high’ and ‘low’. Originally, this experiment proposed
varying the ratios at three levels, however, with the looming cost implications
of a factorial experimental design, coupled with the sharper contrast created by
comparing two more distinct magnitudes of the expenditure ratios, this thesis
opted to reduce the levels to two.

Analysing the separate e ects of the *high’ and ‘low’ expenditure ratios on
donation behaviour will enable the assessment of the third and nal research
objective this thesis which sets out to investigate whether the size of the expenditure
ratio presented a ects donation behaviour. Since this research is also examining the
e ects of framing alongside the e ects of varying the expenditure ratio magnitude,
it is important to clarify how ratio size will be referred to throughout this thesis.
A simple example demonstrates where confusion could set in. Assuming the DER
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(positive frame) takes a value of 90%, the IER (negative frame) equivalent would
be 10%, despite both frames being informationally equivalent, the DER has a
high value and the IER has a low value, which could become confusing. Hence, to
clarify, whenever the magnitude of the expenditure ratio is being referred to, this
study by default is making reference to the DER value. Thus, as the size of the
expenditure ratio increases, the charity in question is spending a larger proportion
of expenditure directly on pursuing its mission.

This section will address the issues surrounding charity selection and the
subsequent magnitudes of the nancial information that will be scrutinised. It may
not be obvious at rst why the magnitudes of the nancial information selected
for analysis and the charities chosen for the experiment are being discussed in
tandem. However, to maintain the salience precept of experimental economics, as
discussed in Section 3.2, this experiment has chosen to execute a subset of the
donation decisions from the experiment. Subsequently, the nancial information
that will be presented needs to be factual to avoid the possibility of deceiving
individuals, which would potentially taint the subject pool for future experiments.
Consequently, both the charities that will be selected for the experiment and the
magnitude of the charities’ expenditure ratio must be considered simultaneously.

Number of Charities

When considering the number of charities to present to participants for the experi-
ment, there is no accepted norm within the literature. At one extreme, charitable
giving studies such as Gneezy et al. (2014) present participants with a single
charity, eliminating choice completely. Conversely, (Carpenter et al., 2008) allowed
participants to select any charity of their choice, providing seemingly endless
choices for participants. More choice is arguably optimal from an external validity
standpoint, re ecting the extensive choice on o er in reality and subsequently
increasing the likelihood of the experiment capturing useful observations. However,
the risk of noise from fatigue and tiredness increases with the number of charities.
Overloading subjects with too much information may induce boredom and reduce
the attention of participants on the task at hand, eroding the richness of any
collected data (Friedman and Sunder, 1994).

Based on these observations, this experiment has opted to present three carefully
selected charities to each participant, to o er some level of choice to re ect reality,
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while minimising the potential distortions from survey fatigue. Null (2011) gave
subjects a choice of three charities when asking current donors to split their
donation with another charity. Thus, there is precedent for adopting a reduced
menu of charities.

Since this research is contrasting the expenditure ratio size broadly at two levels,
‘high’ and ‘low’, six charities need to be identi ed for the experiment. Three with
‘high’ DERSs to present to one group of participants on one side of the experiment,
and three with ‘low’ DERs to present to the other group of participants on the
other half of the experiment. To control for subject preferences as much as possible
the three charities for both the ‘high’ group and ‘low’ group should pursue the
same three charitable causes.

Charitable Cause Selection

Having chosen the number of charities that will be presented to each participant,
the next step is to identify the three charitable causes that these charities will be
selected from. To maximise the number of observations collected and the richness
of the data, it is important to consider which causes and charities are currently
popular.

Although this research plans to observe both the frequency and size of donations,
participants choosing not to donate may do so for numerous reasons. These reasons
may include the treatment variables but could also be attributed to external factors
such as the selected charitable causes not aligning with their preferences. Hence, if
there were a lack of donations in the collected data due to the selected causes, the
data may not be as useful as it could be for investigating the research hypotheses
of this thesis. Additionally, since participation will be paid and the project has
limited nancial resources, it is important to extract as much useful behaviour
from participants as possible. Thus, charitable cause and charity selection is an
important consideration when it comes to the experimental design. More details
regarding incentive mechanisms and payment will be discussed later in this chapter.

One source of information is YouGov (yougov.co.uk); an international research
data and analytics group headquartered in London. Conducting interviews and
polls, YouGov measures the popularity of charities in the UK, adjusting the data
based on demographic characteristics (age, gender, race, and education), thus
ensuring the data is nationally representative. It is clear from the popularity data
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that health charities are very popular in the UK. Observable in Appendix B.3,
the seven most popular charities all pursue missions aimed at improving health
outcomes. This popularity may be explained by the lived health experience of
the donor or the donors’ family and friends, thus creating a closeness to these
charities. The other potential reason is that the impact of donations can often be
seen directly in the development of health/medical facilities that donors can often
access at a local level.

There are also numerous charities relating to animal welfare in the list (i.e.
WWEF, RSPCA, and Battersea Dog and Cats Home), suggesting these may also be
considered when identifying charitable causes for the experiment. Other key causes
observed in this popularity list include the welfare of children and international
aid.

Another source of information regarding the popularity of charitable causes and
charities is Charity Financials, which as previously mentioned, provide nancial
information on UK charities. Pharoah (2019) is a report assessing the top one-
hundred fundraising charities in the UK for the nancial year 2017/18. Appendix
B.4 details the top ten charities for fundraising during this period.

At the time of writing, international aid charities are performing well relative
to other charitable causes. With a fundraising income of £1.7bn, of the top one-
hundred charities in the UK, charities dedicated to international aid hold a 29 per
cent share of the fundraising income in 2017/18. Re-a rming the popularity scores
of YouGov reported above amongst UK donors.

In line with the YouGov UK rankings, drawing approximately £1.6bn in
fundraising income, health charities are cited as a close second behind international
aid charities by Pharoah (2019). While, Pharoah (2019) identi es child welfare and
animal welfare charities as also extremely prominent when assessing popularity,
generating £782 million and £527 million, respectively, in 2017/18.

Upon closer inspection of fundraising income in the UK at the charity level
across the top one-hundred charities, as provided by Charity Financials, it can be
seen that the charitable causes of international aid, animal welfare, and cancer
research feature heavily.

The data from both YouGov and Charity Financials, draw on the total amounts
of money donated. Statista (2019), provides a di erent perspective, contributing
insight into the frequency of donations in the UK, the other aspect of donation
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behaviour this research sets out to measure. Statista (2019) nds cancer research
(16,538,000), the Royal British Legion’s poppy day appeal (16,049,000), the welfare
of children (7,870,000), and animal welfare (7,586,000) to be the most popular
causes at the time of writing. Re-a rming the ndings of YouGov and Charity
Financials.

For the purposes of this thesis, since the e ects on voluntary donation behaviour
are being observed, a large focus has been placed on information regarding voluntary
donations. However, as highlighted in the previous section, voluntary donations
are just one comprising factor of fundraising income. Moreover, although the
importance of voluntary donations has been highlighted, it should be noted that
some charities rely more heavily on other income streams. Hence these charitable
causes may be under-represented when solely analysing voluntary contributions.
For instance, in the nancial year 2017/18, Macmillan Cancer Support and Cancer
Research UK sourced 26 per cent and 16 per cent, respectively, of their income via
events (Pharoah, 2019). Furthermore, Pharoah (2019) outlines large uctuations
in gifts and legacies to certain charities. For example, in 2017/18 the National
Trust saw gifts and legacies of £52 million. Although it is obvious that the sources
of fundraising income can uctuate signi cantly from one charity to the next, it
can still be concluded that on the whole, the ndings outlined above, based on the
information provided by YouGov UK and Pharoah (2019) are a good representation
of the average UK donor’s preferences with voluntary donations comprising of 51.3
per cent of all fundraising income.

Overall, on average, it appears that within the UK, there is a preference for
charitable causes pursuing international aid, animal welfare, and cancer research.
As a result, these are the causes that this research will draw upon when selecting
the six di erent charities for the experiment undertaken as part of this research.

Charities Selected for Experiment

Having selected the three charitable causes that will be adopted for the experiment
in this study, the speci c charities that will be adopted can be considered. As
mentioned previously, since this experiment is adopting a between-subject design,
varying the magnitude of the nancial information at two levels and presenting
each participant with a menu of three charities, six charities in total need to be
chosen for this experiment.
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Furthermore, since the study wishes to hold as many other variables/factors
constant as possible, the three charities on each side of the experiment not only
need to vary in terms of the size of their expenditure ratio but also need to be
from the same three charitable causes.

After surveying the mission statements of di erent charities pursuing the
charitable causes outlined at the close of the previous section, this experiment has
selected six charities as detailed in Tables 3.1 and 3.2.

Table 3.1: ‘High’ DER Charities

Charity Charitable Cause DER (%)/1ER (%)
Health Poverty Action International Aid 98.1/1.9
International Animal Rescue  Animal Welfare 85.3/14.7
Cancer Research UK Cancer Research 75.0/25.0

Table 3.2: ‘Low’ DER Charities

Charity Charitable Cause DER (%)/1ER (%)
Mercy Ships International Aid 72.6/27.4
Society for the Protection .
of Animals Abroad Animal Welfare 63.3/36.7
Worldwide Cancer Research Cancer Research 56.0/44.0

When selecting these charities, further consideration was given to the locality
of the charities, which could be a cause of bias. For example, if participant X is
from location Y , which happens to be experiencing a large amount of homelessness,
if the mission statement of charity A is to reduce homelessness in location Y, as
opposed to nationally (i.e. Charity B), the subject may be biased towards Charity
A over Charity B as they have witnessed the issue rst hand. Subsequently, this
research has selected charities with a national or international focus.

As can be seen in Tables 3.1 and 3.2, the magnitudes of the expenditure ratios
are not evenly spaced, either between the three charities that will be presented to
the same participant, or the pairs of charities pursuing the same charitable cause.
This is largely due to wanting to utilise true information regarding the charities’
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nancial information, while selecting pairs of charities with similar causes so that
the participants’ preferences can be controlled as best as possible. This relates back
to the inherent trade-o that exists between internal and external validity. This
research has essentially traded o evenly spaced numerical information for having
two sets of three charities with near identical charitable causes. The author decided
to lean this way in the trade-o because due to the between-subject design, they felt
it was important to be able to hold the charitable cause as constant as possible to
eliminate any unwanted noise from this variable. Moreover, in the real world, when
individuals compare charities, it is unlikely the respective nancial information
will be evenly spaced and represented by clean and rounded percentages. Thus,
the author has selected the charities as stipulated above.

Charity Descriptions

Having chosen the six charities and subsequently the six di erent magnitudes of
the expenditure ratio that will be presented, the next decision regards how this
information will be presented to participants. As the charities will be anonymised
to control for any reputational e ects, to furnish the participants with enough
information about the charities to make an informed donation decision, subjects
will be provided with a short text-based charity description.

To avoid the aforementioned issues of subject fatigue and boredom, consideration
needs to be given to the length of the description. Gneezy et al. (2014) adopts
short exerts approximately fty words long, to inform subjects about the charities.
Mission statements were initially considered as a source for this description since
they portray a charity’s objectives. However, these were often littered with potential
distortions such as pleas for donations, and often varied in length and format when
outlining their respective objectives. Consequently, this study has opted to use
the descriptions of charities as provided by the Charity Commission and the O ce
for the Scottish Charity Register (OSCR). Compiled independently, these succinct
descriptions, which are detailed in Table 3.3, are void of any pleas or other tactics
which could be seen as an attempt to elicit donations.

Table 3.3: Charity Descriptions for Experiment

Charity Charity Description
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Health Poverty Action (HPA)

Charity A works to improve the health of the
world’s poorest people, ensuring people who oth-
erwise would have no support receive basic but
life-saving health care and education.

International Animal Rescue
(IAR)

Charity B helps su ering animals with hands-on
rescue and rehabilitation. They return healthy
animals to the wild, but provide sanctuary for
those that cannot fend for themselves. Char-
ity B specialises in sterilisation and vaccination
projects to control stray dog and cat populations
and prevent disease.

Cancer Research UK (CRUK)

Charity C is dedicated to saving lives through
research. Their mission is to prevent, control
and cure cancer through their ground-breaking
research.

Mercy Ships (MS)

Charity A is part of a global charity that uses hos-
pital ships to deliver free healthcare to people in
some of the poorest countries in the world. Their
volunteers work with host nations to improve
healthcare systems by training local medical sta

and renovating facilities to leave a lasting legacy.

Society for the Protection of
Animals Abroad (SPANA)

Charity B works to prevent unnecessary su ering
to animals and neglect of their bodily needs by all
lawful means. Charity B does this by: providing
treatment in hospitals and otherwise for sick and
injured animals; encouraging and promoting ed-
ucation in the humane treatment of animals and
any relevant environmental issues; and assisting
in the enforcement of such laws as may from time
to time be applicable.
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Worldwide Cancer Research Charity C’s objectives are to promote, conduct

(WCR) and support research into the causes, prevention,
treatment and cure of cancer and associated con-
ditions, and to promote the publication of the
useful results of such research.

Although all other aspects of this experiment can be held constant, for a comparison
of expenditure ratio size to be made, there are unavoidable di erences between the
descriptions of the charities pursuing the same charitable cause. Hence, this experiment
will always be open to scrutiny regarding these charity descriptions and the fact that any
observed variation in the dependent variable may be falsely attributed to the treatment
variables. The counter to any argument of confounding relationships caused by these
di erences is that on the face of it, these charities are ghting a near identical cause.
Null (2011) undertook a similar comparison and presents CARE, Mercy Corps, and
Oxfam America to donors. These three charities have very similar mission statements
and could be considered to produce the common good of poverty alleviation. Thus, on
the face of it, the three pairs of charities selected for this experiment should be seen as
near-perfect substitutes.

3.3.4 Method of Delivery

Having described the two treatment variables that will be varied to inform the three
research objectives of this thesis in detail. The following sections will provide more details
regarding the environment of the experiment, the subject pool sampled, as well as the
incentive mechanisms that will be employed in an attempt to elicit the true preferences
of participants.

Initially, this experiment was prepared to be delivered as a laboratory experiment,
however, due to the COVID-19 pandemic, in-person laboratory experiments were not
possible at the time of experimentation. As a result, the decision was made to execute
this experiment using an online survey.

As with any method of delivery, online surveys have both advantages and potential
drawbacks. Numerous elements such as adopting di erent sampling techniques across
data sets, sampling errors, randomisation issues, response rates, and changing technology
make implementing surveys e ectively, without biasing results, very di cult.

In recent times, the use of online surveys has increased exponentially, Bohannon
(2016) highlights that within the eld of social science, experiments assessing online
subjects increased from 61 in 2011 to more than 1,200 in 2015. While Peer et al. (2021)
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estimates that the number of both researchers and participants on Proli c, a popular
online survey platform, has increased seven-fold in a three-year period, since the start of
the COVID-19 pandemic in 2020.

When it comes to comparing online surveys with mail surveys, an alternative method
that was considered, a key topic of contention appears to be response rate. Some papers
highlight a lower response rate for online surveys (Groves et al., 2011; Lin and Ryzin,
2012), while numerous other studies have demonstrated that online surveys can achieve
comparable response rates to mail surveys (McCabe et al., 2005; Manfreda et al., 2008).
The literature further suggests that online surveys tend to have a lower proportion of
non-responses (Cole, 2005; Schaefer and Dillman, 1998), or \don’t know" responses when
contrasted with mail surveys (Friedman et al., 2004). In terms of the quality of the
responses, Paolacci et al. (2010) highlights that there is limited evidence advocating that
data collected via online surveys is of poorer quality than that collected in laboratory
experiments (Krantz and Dalal, 2000; Gosling et al., 2004).

The overwhelming advantages of adopting an online survey are the speed at which
data can be collected alongside the cost-e ectiveness, both logistically and in terms of
personnel required (Lin and Ryzin, 2012; Crump et al., 2013). Thousands of participants
can be reached simultaneously, despite being signi cantly distanced from one another
geographically. Additionally, the cost of mailing out questionnaires or undertaking
pen-and-paper experiments in a laboratory would signi cantly reduce the number of
responses garnered for a comparable cost (Wright, 2005). As mentioned previously, this
study adopts a between-subject 3x2 factorial design, which means subjects will be divided
between six treatments, which each have a further 3 conditions when randomising the
order of the presented charities. Hence the cost of recruiting participants to take part
is a large concern, as a greater number of participants is needed to ensure meaningful
conclusions can be drawn.

Another advantage of online studies is that they can be easily replicated with other
populations to check for consistency of results (Crump et al., 2013). Although this can
be done with laboratory and eld experiments, there may be subtle di erences in the
way the experiment is run (i.e. way the instructions are read out), thus creating doubt
that any observed di erence between studies is attributable to the variable of interest.
With an online experiment, there is less room for variation in the manner of delivery,
thus increasing the reliability of any observed e ects.

In terms of methodological justi cations, by eliminating the physical contact between
subjects and experimenter, as well as signi cantly reducing the chance of subjects talking
to one another (Edlund et al., 2009), online surveys can strengthen the internal validity
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of an experiment (Crump et al., 2013; Orne, 1962; Paolacci et al., 2010).

Firstly, executing online surveys creates a greater feeling of distance via reduced
physical contact between the subject and the experimenter, which quells the potential
for experimenter demand e ects. However, there is some evidence that subjects recruited
online may score highly in social desirability (Behrend et al., 2011; Shapiro et al., 2013,
Goodman et al., 2013). For example, subjects sometimes use the internet to aid them in
their bid to answer questions correctly, suggesting online subjects may be motivated to
aid experimenters. Therefore, it is advisable to conceal the motivating research question
from participants. Since this research is adopting a between-subject design with multiple
treatments, it will be very di cult for subjects to decipher the underpinning motivations
for the experiment.

A concerning consequence of the experimenter not being present is the complete
lack of environmental control (Crump et al., 2013). The e ects of this, however, can
be mitigated somewhat with clear instructions and an e ective incentive mechanism.
Another consequence of the increased anonymity and geographical distance is whether
participants are giving the online survey their full attention. Subjects may be distracted
by simultaneously watching TV, cooking meals, or engaging in any number of other tasks
(Crump et al., 2013; Paolacci et al., 2010). Oppenheimer et al. (2009) adds to these
concerns nding that unsupervised subjects tend to pay less attention than subjects
observed in a laboratory experiment.

Lastly, although the increased anonymity encourages genuine behaviour, it also makes
verifying demographic information extremely di cult (Crump et al., 2013). Nevertheless,
Paolacci and Chandler (2014) nds internet samples tend to provide correct information,
with respondents displaying a tendency to report locations that are consistent with
their corresponding IP addresses. Furthermore, over time there has been remarkable
consistency in the demographics of samples taken from the online population (Mason
and Suri, 2012). As a result, this research believes the bene ts of the increased feeling
of anonymity o set the potential drawbacks from the social desirability bias, attention
concerns, and how veri able the demographic information is.

3.3.5 Subjects

Having established the method of delivery for the experiment, it is equally important to
consider the subjects that will be scrutinised. Within experimental economics, there are
some concerns surrounding the external validity of results obtained within experimental
settings, especially in relation to the subject pool analysed.

\If participants in laboratory studies di er in systematic ways from the
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actors engaged in the targeted real-world settings, attempts to generalize lab
results directly might be frustrated™ (Levitt and List, 2007, p. 165).

Although this research is not conducting a laboratory experiment, which often draw on
student populations for their subjects, the participants selected for analysis are still of
huge importance when it comes to the generalisability of any observed results. This
section will provide justi cation for using the crowd-sourcing platform Proli ¢ as the
subject pool.

Similarly to laboratory experiments in universities, online surveys are starting to
address issues surrounding subject pool management. Unlike Amazon’s popular MTurk
platform, which requires third-party tools to organise appropriate subject pools, this
research will use Proli c, a platform speci cally developed for the purposes of academic
research, combining high recruitment standards and reasonable cost (Palan and Schitter,
2018). Proli ¢ has been selected for crowd-sourcing for this experiment as it explicitly
informs participants that they are being recruited for the purposes of research and has a
speci ¢ code of conduct regarding the treatment of subjects.

Investigating the appropriateness of subject groups for academic research, Peer et al.
(2017) contrasts numerous crowd-sourcing platforms (Proli ¢, MTurk, and Crowd ower)
with a university student sample. Although Peer et al. (2017) nds the response rate on
Proli c to be lower than the other crowd-sourcing platforms, it is still greater than that
observed in the laboratory experiment. Furthermore, Peer et al. (2017) also purports a
lower degree of dishonest behaviour demonstrated by Proli ¢ recruits when compared to
those from MTurk, the most popular alternative to Proli ¢ at the time of writing.

Peer et al. (2017) also tests four well-established results from the judgement and
decision-making literature, including the well-known Asian disease framing e ect question
(Tversky and Kahneman, 1981). Proli ¢ and MTurk both successfully replicated the
established results, whereas interestingly the university subject pool did not. As stated
by Peer et al. (2021), replicability of established ndings requires participants to pay
attention, comprehend instructions, and answer questions truthfully, adding weight to
the argument that online surveys with participants recruited via Proli c¢ are a reliable
form of data collection, addressing some of the concerns surrounding online surveys
raised in the previous section. Furthermore, in direct contrast with results from under-
graduate students, Peer et al. (2017) advocates that participants provided by Proli c are
increasingly representative of the wider population, improving the external validity of
any observed results.

Although utilising crowd-sourcing databases increases the representativeness of the
sample observed, another issue of prominence is that of subject naivety (Palan and
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Schitter, 2018). Related to the increased popularity of online surveys, is the fact that
although the subject pool appears to be growing, unlike undergraduate students used
in the laboratory, the stock of online participants does not refresh over time (Paolacci
et al., 2010). Thus, as online surveys rise in popularity, many of these online subjects are
completing an increasing number of surveys, with some potentially becoming \professional
survey-takers™ (Peer et al., 2021). Palan and Schitter (2018) highlights the extent of
this growing problem, with the average number of surveys participated in rising from
4.1 studies in 2014 to 33.41 in 2017. This could be problematic for data quality, with
participants potentially leaning on previous experiences or learned behaviours, biasing
the results. However, Peer et al. (2017) advocates that this is not currently a signi cant
problem for Proli ¢, which boasts a lower frequency of usage. Nevertheless, as online
surveys continue to grow in popularity, this is a characteristic of the sample that should
be considered when designing the experiment.

Contrasted with the commonly used subject pool of undergraduate students, online
crowd-sourcing platforms such as Proli ¢ enable a broader spectrum of demograph-
ics/characteristics to be observed (Paolacci et al., 2010; Crump et al., 2013; Wright,
2005). Using undergraduate students can cast dispersions on the external validity of
any conclusions drawn (Wright, 2005). However, external validity concerns surrounding
online surveys are not completely quelled, with critics highlighting systematic di erences
between non-internet users and internet users (Paolacci and Chandler, 2014). Firstly,
a common criticism is that those that do not have access to the Internet are naturally
excluded from the sample. However, Gao et al. (2016) mediates this caveat, stating that
the global internet penetration rate has increased signi cantly in recent times. Rising
from 38.8% in March 2013 to 64.6% in April 2023 (Statista, 2023). Other representative-
ness concerns include gender and age. Kwak and Radler (2002) and Bech and Kristensen
(2009) nd that females were less likely to complete online surveys. Assessing health
surveys, Friedman et al. (2004) compared online and mail survey responses, nding
respondents to the former to be predominantly young white males. However, Schillewaert
and Meulemeester (2005) advocates that any demographic bias within online survey
respondents is relatively small. Moreover, this research will measure these characteristics
via a demographic questionnaire so that at the very least the author is aware of any
imbalances in the observed sample. Furthermore, Lin and Ryzin (2012) concludes very
little di erence in the characteristics of respondents when contrasting online and mail
surveys, stipulating Proli c, the platform chosen for this research, provides a quality of
data that is superior to other crowd-sourcing platforms as it draws on a more diverse
population in terms of geographic location and ethnicity.
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Overall, although crowd-sourcing platforms such as Proli ¢ are only representative
of the online population, the \gender, race, age, and education of internet samples all
match the population more closely than college undergraduate samples™ (Paolacci et al.,
2010, p. 414). Thus, online surveys still o er a far wider reach than the breadth of
demographics observable from traditional undergraduate student samples and hence
should be seen as a step in the right direction as far as the external validity of experiments
is concerned. Regardless, any potential noise caused by the demographic characteristics
of the subjects sampled will be controlled for via the random allocation of subjects to
the di erent treatments, and conditions.

Another fundamental data quality issue relates to the payment paid to respondents
(Paolacci et al., 2010), the incentive mechanisms adopted for this experiment will be
discussed in more detail later in the chapter. However, Proli ¢ sets out clear guidelines
with respect to what is expected from the participant, what their rights are, and exactly
what they are going to be paid prior to the experiment. At the time of writing, the
minimum payment is £5.00 per hour, while the recommended payment is £7.50 per hour.
This payment rule is consistent across all participant groups, and while this may be
appropriate for subject pools drawn from OECD countries, this could create issues of
over-payment for lower-income countries. Palan and Schitter (2018) highlights this issue
further, suggesting that some participants may enter into surveys they would otherwise
avoid, creating ethical concerns. As mentioned previously, to help control for potential
noise from demographic characteristics such as income, this experiment will administer a
demographic questionnaire.

Another concern regarding representativeness is that of self-selection bias. Tradition-
ally, experimental economics has assessed volunteers that have self-selected themselves
as participants. Self-selection bias or volunteering bias is just one example of a selection
bias that may create unnecessary distortions and reduce the applicability of any observed
results to the wider population. Moreover, volunteers (both paid and unpaid) are often
characterised by an interest in the research, a cooperative nature, and a thirst for social
approval. Thus there is a body of literature that suggests participants in experiments
may be more pro-social than non-participants (Rosnow and Rosenthal, 1976; Orne, 1962;
Rosen, 1951). An issue that is especially pertinent to this thesis since this experiment
sets out to measure other-regarding preferences.

Eckel and Grossman (2000) compares volunteers with ‘pseudo-volunteer’ subjects via
a series of DG experiments conducted during class time. Eckel and Grossman (2000)

nd, on average, pseudo-volunteers are increasingly pro-social when contrasted with
volunteers. Building on the work of Eckel and Grossman (2000), Cleave et al. (2013)
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assesses di erences in social preferences between volunteer economics students and non-
volunteer economics students. Measuring social preferences via the trust game. Subjects
became ‘pseudo-volunteers’ through participation in the classroom experiment, which
took place during their normal class without prior notice. The volunteer group, much
like the design adopted in Eckel and Grossman (2000), was recruited in the usual way
via an experimental database. Opposing the ndings of Eckel and Grossman (2000),
Cleave et al. (2013) nds \on average participants are as pro-social and as risk-averse as
the population™ (Cleave et al., 2013, p. 4).

However, Exadaktylos et al. (2013) discounts the results of both Cleave et al. (2013)
and Eckel and Grossman (2000), stating that ‘pseudo-volunteers’ are bound to reveal
di erent preferences due to signi cant demand e ects (Zizzo, 2010). Testing self-selection
bias via a DG in a survey experiment, Exadaktylos et al. (2013) nds self-selected
students behave in a similar manner to other students and other populations when
measuring social preferences.

Overall, therefore, the literature suggests that drawing a sample from the population
via volunteering will not systematically bias results when assessing levels of pro-sociality
(Cleave et al., 2013; Exadaktylos et al., 2013), lending support for the use of paid
volunteers in experiments.

Overall, given the constraints this research faces both nancially and due to the
pandemic, an online survey has been selected to undertake this research’s experiment
with participants being recruited via the Proli ¢ crowd-sourcing platform. Proli ¢
users are found to be superior in terms of data quality, with insigni cant di erences
in attention, while also revealing higher levels of naivety with participants generally
undertaking fewer surveys than other crowd-sourcing platforms (i.e. MTurk) Peer et al.
(2017, 2021). Subjects are aware of the anonymity, expected payments, treatment, rights,
and obligations in the experiment (Palan and Schitter, 2018), reducing the potential
for any experimenter demand e ects. Furthermore, although the physical absence of
the experimenter may create slight issues in terms of observing e ort and attention, the
evidence suggests these are minor concerns, while the increased anonymity encourages
genuine behaviour. Finally, when contrasted to the traditional laboratory experiment
approach, online surveys enable an increasingly diverse subject pool to be pulled from,
which furthers the external validity of any conclusions drawn (Crump et al., 2013; Paolacci
et al., 2010; Peer et al., 2017; Wright, 2005).
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3.3.6 Dictator Game

The Dictator Game (DG) is frequently used within the experimental economics literature
to test for social preferences and how they vary under di erent circumstances (List,
2007). According to Engel (2011), the DG has been used in over one hundred published
papers over the past three decades, and likely even more since. First implemented in
Kahneman et al. (1986), the game was adapted by Forsythe et al. (1994), to the simple
version we now know. As mentioned in Chapter 2, there are two players in the DG; the
‘Dictator’, in this case, the experiment participant, and the *Recipient’, in this case, the
menu of charities outlined in the previous section. In the DG the ‘Dictator’ splits a
sum of money between themselves and the ‘Recipient’. The ‘Recipient’ has no veto and
therefore has to accept the proposed sum.

\A variant of the ultimatum game: strategic concerns are absent as the
proposer (now the dictator) simply states what the split will be and the
receiver has no veto power, rendering the proposed split as e ective" Levitt
and List (2007, p. 155)

In the traditional DG which is often played in a laboratory setting where the
‘Dictators’ and ‘Recipients’ remain anonymous, Levitt and List (2007) stipulates, on
average, more than 60% of subjects pass a positive amount of money to those in the
‘Recipient’ role, with the mean transfer being approximately 20% of the endowment.
Performing a meta-study, Engel (2011) reinforces this result, nding that 13,298 out
of 20,813 participants assuming the role of ‘Dictator’ made a positive contribution.
Moreover, on average, they allocated 42.63% of their endowment to the ‘Recipients’.
\Dictator games are helpful for exploring human sociality, because the situation can be
tightly controlled, because the simple game can be played with all classes of participants
and, of course, because decisions are incentivised" Engel (2011, p. 22).

Nevertheless, the standard DG, where the ‘Recipient’ is unknown to the ‘Dictator’ is
criticised as not being representative of giving in reality. Seldom, are individuals willing
to send money to complete strangers. In reality, there is often context or means for
the ‘Dictator’ to assess exactly how deserving the stranger is of a proportion of their
endowment.

More recently, however, studies have been posing charities as the ‘Recipient’, removing
the anonymity between the ‘Dictator’ and the ‘Recipient’ (Bachke et al., 2014; Bekkers,
2007; Eckel and Grossman, 1996). The core research question of this thesis is to test
whether the introduction of nancial information regarding the charities (‘Recipients’)
in uences the amount of money the participants (‘Dictators’) allocate to the charities,
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hence this research plans to adopt this adapted version of the DG.

The adapted charitable giving version of the DG, where the ‘Recipient’ is known
to the ‘Dictator’, mirrors the donation decision often observed in reality closely. Based
on the information they currently possess, an individual must rst decide whether
they wish to donate and then secondly, conditional on wishing to make a donation,
they subsequently determine the amount they wish to give. Rarely is there any direct
interaction between the charities and the potential donors.

Moreover, this adapted version of the DG has been selected over other mechanisms
and games because it is the simplest of the various experimental methods used to elicit
social preferences, with no potential complications from strategic motives. Belot et al.
(2015) stipulates that the DG is less cognitively demanding than games such as the
Public Goods Game (PGG). Hence, any interference from cognitive ability should be
attenuated. Adopting a single-choice task such as the DG, therefore, helps minimise
subject misconceptions and potential bias from cross-task contamination (Charness et al.,
2016).

A criticism of the standard DG, which the charitable giving DG is not immune to is
that the provided action set of the DG invokes expectations of giving. In the standard
versions of the DG, a zero transfer is equivalent to being entirely sel sh, thus encouraging
giving behaviour. In addition, the fact it is the experimenter that bestows the endowment
upon the ‘Dictator’ and then subsequently asks the question of whether they would like
to share the endowment, encourages experimenter demand e ects, creating a scenario
that further encourages giving. \In the original DG where money is free and the choice
set mainly consists of options to give, dictators infer they must be expected to give
and that everybody will give™ Chlass and Mo att (2017, p. 1). Levitt and List (2007)
acknowledge this e ect as a social norm and argue that these norms consistently bias
the outcome of the game away from the Nash equilibrium of a zero contribution. As
a result, versions of the game have been created where the ‘Dictator’ can take from
the recipient as well as give, thus altering the dynamic of the game. Introducing the
non-positive domain alters the social nhorms, making a zero o er no longer the most
sel sh strategy. However, with reference to charitable giving in reality, an individual
cannot take money away from a charity. Thus, the standard charitable giving DG that
excludes the possibility of negative donations is adopted, however, the author is aware of
the potential distortions that may occur through experimenter demand e ects. Controls
for experimenter demand e ects and other such issues are discussed in a later section.

According to Engel (2011), there are numerous factors that have a signi cant impact
on the amount proposed by the ‘Dictator’. Assessing two hundred iterations of various
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versions of the DG, List (2007) corroborates this nding, stipulating that small changes
to the institution lead to signi cant changes in observed behaviour. However, regardless
of these changes, the one result that does remain consistent is that those assuming
the role of ‘Dictator’ do not ubiquitously engage in self-maximising behaviour. Hence,
Levitt and List (2007) postulate that behaviour is largely caused by the preferences of
participants, but also the properties of the situation, a viewpoint echoed by (Bardsley,
2008; Oechssler, 2010). Subsequently, the following sections will discuss the other elements
of the experimental design that may a ect any observed behaviour.

3.3.7 Incentives Mechanism

Another critical element of the experimental design to consider is the incentive mechanism,
or the reward structure adopted. Considerations surrounding the stakes size, format,
‘earned’ vs. ‘windfall’, and whether the stake should be real or hypothetical all need to
be contemplated and weighed up against the cost constraints faced by the researcher.

The rst element of the incentive mechanism is to decide the format of said incentive.
For instance, many laboratory experiments pay cash in hand (Fielding and Knowles,
2015), while others provide a voucher Bekkers (2007), or even a delayed payment. Since
this experiment is being executed online via a crowd-sourcing platform, due to COVID-19
restrictions, and the fact the research is primarily concerned with monetary voluntary
donations, the most convenient method of payment is online payment.

Another consideration is the size of the stake, one of the Induced Value Theory (IVT)
precepts, proposed by Smith (1982b) and Wilde (1980) is that of dominance. Therefore,
the size of the stake provided to participants needs to be large enough to outweigh any
ulterior motives the subject may have. Literature assessing the impact of increasing stake
sizes within the DG nds that adopting larger stakes decreases the amounts given by the
‘Dictator’ (Larney et al., 2019). Carpenter et al. (2005b) found that increasing the stake
from $10 to $100 caused the median o er to fall from 40% to 20%. This corroborates
the ndings of Engel (2011), which when assessing stake sizes ranging from $0 to $130,
concludes larger stake sizes had slightly smaller o ers than those made with small stakes.
Nevertheless, both Engel (2011) and Larney et al. (2019) nd the relationship between
0 er sizes in the DG and stake sizes to be relatively weak and the e ect to be extremely
small. Conversely, Cherry et al. (2002) investigates smaller increases in stake size, i.e.
from $10 to $40, and found no statistically signi cant di erence in 0 ers. An e ect
further corroborated by Carpenter et al. (2005a) which concluded no e ect of stake size
on the behaviour of participants in the DG.

Since it appears there is little to be gained by adopting a larger stake size unless it is
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a signi cant increase in stake size, this research opts for an endowment size of £10, a
relatively common stake size (List, 2007). Aside from this endowment, participants will
be paid a fee for completing the survey. Based on an average survey completion time of
fourteen minutes, participants will be paid a xed fee of £2.00 for completing the survey.
This equates to approximately £8.65/hr on average?, which marginally exceeds Proli cs
recommended £7.50 per hour.

Another element of the stake that is important to consider is whether to adopt
a hypothetical or real stake. As the rst study to execute the DG with real stakes,
Forsythe et al. (1994) found that people allocated approximately 20% of their endowment,
a signi cant reduction when compared to hypothetical counterparts (Sefton, 1992).
However, adopting a stake size of $10, Ben-Ner et al. (2008a) investigates the di erences
between hypothetical stakes and real stakes in the DG, concluding the average amounts
transferred in the two treatments to be remarkably similar. A nding that is further
corroborated by Engel (2011) which conducts a meta-analysis of papers adopting the DG.
Thus, there appears to be a lack of consensus regarding the overall e ects of hypothetical
and real stakes on pro-sociality. As a result of the cost constraints and the lack of clear
evidence regarding the behavioural di erences in the DG when contrasting hypothetical
stakes with real ones, this research mirrors the methodology adopted in Eckel et al. (2005),
opting to execute a subset of the decisions made by participants, thus adopting a hybrid
of the two methodologies. Hence, beyond the payment made for participating in the
experiment, the participants will be endowed with £10 and informed that ten participants
will be chosen once the experiment concludes to have their decisions executed.

The nal element of the incentive mechanism to de ne is how the endowment is
bestowed upon the participant. Broadly speaking, this can be either ‘earned’, through the
completion of some non-negligible task, or provided as a ‘windfall’, as it is simply given
to the subject for participating in the experiment. The evidence surrounding ‘windfall’
endowments is mixed (Carlsson et al., 2013). However, it is widely reported that within
the DG, ‘Dictators’ contribute less when the endowment is ‘earned’ (Bardsley, 2008;
Cherry et al., 2002; Cherry and Shogren, 2008; Li et al., 2019; List, 2007; Oxoby and
Spraggon, 2008). In fact, according to Carlsson et al. (2013), it tends to be the PGG
that produces no di erences between ‘earned’ and ‘windfall’ endowments. Hence, from
an external validity standpoint, within the academic community, it is supposed that
making the subjects ‘earn’ the endowment is important, since income in the real world is
seldom not earned (Carlsson et al., 2013).

This being said it is not uncommon in the experimental literature, especially within

2at the time of experimentation (late 2020) this is consistent with the UK minimum wage.
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the subset of studies adopting the DG, to provide the endowment to participants as a
so-called ‘windfall’ payment (Eckel and Grossman, 2003, 2006). Moreover, there are
practical considerations to acknowledge when implementing an ‘earned’ endowment. As
mentioned previously, this experiment will be undertaken alongside another experiment
and thus there is a real risk of participants becoming fatigued should additional cognitive
load be added to the experiment. In addition, due to the experiment being undertaken via
an online survey, participants are paid a show-up fee, which is determined by the amount
of time the survey takes to complete on average. Therefore, adding a non-negligible
e ort task may signi cantly increase the overall cost of the experiment. Moreover, it
would be hard for the experimenter to mediate the e ort task given the online nature of

the experiment. As a result, this experiment provides the £10 endowment as a ‘windfall
to participants.

3.3.8 W.ithin Subject vs. Between Subject Design

When it comes to observing behaviour and collecting data, broadly speaking there are
two approaches within experimental economics; within-subject and between-subject. The
within-subject design means that multiple observations are collated from one individual
across the di erent treatments. This has the obvious bene t of reduced cost as not as
many participants are required since multiple observations are being taken from a single
individual. Moreover, this naturally controls for unobserved heterogeneity as observations
from the same individual can be contrasted across multiple treatments.

However, the within-subject design does also have its opponents. Some suggest the
increased number of decisions increases the subsequent risk of tiredness and fatigue,
reducing the robustness of the observed observations. In addition, the risk of experimenter
demand e ects is also increased with participants attempting to make decisions in line
with what the experimenter wants as their understanding of the environment and
institution increases through repeated interactions (Cross, 1980; Friedman and Sunder,
1994; Zizzo, 2010). It can be further argued that the within-subject design is increasingly
susceptible to subject misconceptions as participants can often get confused as the
number of decisions increases.

Conversely, some see the repeated interaction of the within-subject design as a
potential bene t, citing that increased exposure to multiple treatments enables subjects
to gain a better understanding of the experiment’s institution, thus reducing data error
caused by subject misconceptions. Nevertheless, the author deems the risk from subject
misconceptions to be low, as the one-shot DG is the simplest of the games used to elicit
social preferences. Moreover, it is highly likely participants will have experienced the

123



donation decision before. All this experiment requires of participants is an understanding
of their own preferences and the institution that is in place, i.e. the instructions and
how their actions link to the incentive mechanism of the experiment.

This research has opted to adopt a between-subject design, which is a lot simpler for
participants to understand. Allocating a single person to one treatment and asking them
to make a single decision decreases the probability of subject misconceptions. In addition,
since this experiment is being completed as part of another study, a between-subject
design is favoured to minimise any distortions from survey fatigue or tiredness (Jeong
et al., 2023). However, in a factorial design such as that adopted in this experiment, a
signi cant number of participants are required, thus potentially increasing the cost of
the experiment. A within-subject design, however, would not decrease the cost of the
study, as participants are paid based on the amount of time the survey takes.

Another reason for adopting a between-subject design relates to the second research
objective of this thesis, which concerns framing e ects. As stipulated by (Aczel et al.,
2018), when investigating attribute framing, it is common practice to adopt a between-
subject design as framing e ects can become con ated in a within-subject design. The
very premise of framing conditions is that they induce a certain form of behaviour.
However, if participants are exposed to di erent framing e ects in close succession,
the behaviour induced by the latter treatment e ect is likely to be in uenced by the
prior. Moreover, in reality, at the point of a decision being made, the information being
presented is likely only going to be presented via one frame, thus a within-subject design
would be unnatural. To control for the key criticism of a between-subject design, which
is that unobserved heterogeneity is not controlled for, this study will randomly assign
participants to the various treatments and conditions as recommended by Charness
et al. (2012), who stipulate randomisation as a key condition for causal estimates to be
obtained.

3.3.9 Indirect Experimental Control

As discussed in Section 3.2, uncontrolled nuisances can cause inferential errors if con-
founded with the treatment variables. As mentioned previously, this thesis plans to
systematically vary the level of nancial information present, the frame of the nancial
information, and the size of the expenditure ratio to observe the e ects on donation
behaviour. Therefore, all other variables that are not of interest are de ned as nuisance
variables, which may interfere with and contaminate any observed results. Having out-
lined the key design elements of the experiment and the subjects that will be scrutinised,
the following discussion outlines the controls that will be put in place to reduce any
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interference from nuisance variables.

Randomisation

One way of controlling for nuisance variables, also termed uncontrolled variables, is
through a completely randomised experimental design. In this design, participants are
equally likely to be assigned to each treatment. Randomisation, therefore, provides
indirect control of uncontrolled variables ensuring their eventual independence of the
treatment variables, in the sense that the probability of a positive or negative correlation
tends to zero as the number of observations increases (Friedman and Sunder, 1994).
Subsequently, as the number of observations increases, it is increasingly likely the e ects
of these uncontrollable variables are equally and randomly distributed among the various
treatments, mitigating their potential bias.

An alternative to the randomised experimental design is the factorial design. The
factorial design allows multiple treatment variables to be assessed in a single experiment
and is arguably more e cient than the completely randomised design since it ensures
that each treatment occurs an equal number of times, while ensuring zero correlations
even for small repetition numbers. Friedman and Sunder (1994) further claim that the
factorial design is e ective in minimising distortions since it allows control over the
number of observations per trial.

However, the factorial design is not without its caveats. Firstly, this method is slightly
less robust than the completely randomised design due to its susceptibility to human
error in assigning participants to trials. A further drawback of the factorial design is that
as the number of treatment variables increases, the number of subjects required increases
exponentially, which can have costly consequences for the experimenter (especially if the
saliency and monotonicity precepts are to hold).

On balance, this thesis adopts a hybrid approach when it comes to controlling for
nuisance variables. Implementing a factorial design makes it easier to ensure ample
observations are collected for each treatment, while subjects will be randomly assigned
to these di erent treatments. Once participants enter the survey, they will complete the
demographic questionnaire rst. Based on their birth month subjects will subsequently be
allocated to the di erent treatments. Although this is not perfect, since some months have
more births than others, to the author’s knowledge, the functionality of the Jisc online
surveys (formerly BoS) does not incorporate a random allocation mechanism at the time
of writing. Therefore, assuming demographic characteristics such as age, gender, income,
and education, as well as social preferences regarding charitable causes are not linked to an
individual’s birth month, the allocation mechanism used for treatment allocation should
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ensure that any individual characteristics and idiosyncrasies are adequately controlled
for.

Randomisation is also adopted as an indirect control when it comes to presenting
participants with the menu of three charities. Since participants are asked how much
of their £10 endowment they would like to donate to three charities they are presented
with, it is likely the charity presented rst in the list would have an advantage over the
charity at the bottom. For example, Dillman et al. (2014) nds evidence that options
at the top of the lists are consistently favoured over the options presented subsequently.
These biases are often referred to in the literature as primacy and recency e ects. As
a result, this study will vary the order in which the charities are presented. As there
are three charities being presented, there are nine potential orderings of these charities.
However, since this experiment already has six treatment groups based on the two
treatment variables, having nine variations of the menu of charities would increase the
number of conditions to fty-four, making the experiment very di cult to conduct. This
research, therefore, varies the order of the menu of charities by assessing a subset of the
potential variations, otherwise known as a fractional factorial design, with each charity
being observed in each position of the menu exactly once (i.e. ABC, BCA, and CAB).
This subsequently limits the number of conditions to eighteen, three for each of the six
treatment groups.

The randomisation relating to the menu of charities does not end here. As mentioned
previously, to avoid distortions from participants’ previous experiences and perceptions
of the chosen charities, the three charities would be anonymised as Charity A, Charity B,
and Charity C. However, even these anonymous labels have implicit rankings or ordering
that could a ect donations. The letters A, B, and C are used extensively as ratings
across Western culture from education systems, to e ciency ratings for electrical goods.
Hence, these labels always maintained the same position in the charity menu: Charity A
was at the top, then Charity B, and nally Charity C at the bottom. However, the three
charities in each condition were rotated between each position and therefore each label.

Anonymity

Another problem for consideration is non-institutional interactions, which are de ned
as subjects interacting and behaving in a manner that contradicts the institution laid
out by the experimenter (Friedman and Sunder, 1994). When attempting to measure
other-regarding preferences through mechanisms such as the DG, if a participant feels
they are being observed or scrutinised by anyone else, including either another participant
or the experimenter, then participants may alter their behaviour. Usually giving more,
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for reasons such as social desirability, reputation, or reciprocity (Davis and Holt, 1993;
Franzen and Pointner, 2012; Levitt and List, 2007).

A potential consequence of this scrutiny is that subjects often fail to behave naturally,
displaying a tendency to assist the experimenter by conforming to what the experimenter
is trying to uncover. Within psychology, these demand-induced e ects are avoided
through deception, with the experimenter often feigning what they are truly attempting
to observe. However, within experimental economics deception is frowned upon, and
thus experimenter demand e ects (EDE), require speci ¢ attention when designing an
experiment.

Beyond EDEs subjects may also alter their behaviour to create a signal, to either
themselves or other participants. Increased scrutiny means subjects are increasingly
aware of their external pro le and may see this as an opportunity to attempt to alter
the way either the experimenter, other subjects, or even both perceives them. Levitt
and List (2007) proposes that scrutiny exaggerates the pro-social behaviour observed
relative to environments without scrutiny through moral signalling.

Testing this assertion, List (2006) undertakes a gift exchange experiment in a labora-
tory setting using experienced sports card traders as subjects. Here the buyers make
0 ers to the sellers and in return, the sellers pick the quality level of the good provided
to the buyer. List (2006) uncovered signi cant pro-social preferences in this laboratory
experiment with sellers displaying a tendency to o er higher quality goods to buyers
proposing higher prices, even though they were under no obligation to do so.

To test the signi cance of the increased scrutiny in laboratory experiments, List
(2006) subsequently repeated the gift exchange experiment but this time via a eld
experiment with the same traders from the laboratory experiment. The key di erence
is that they were now operating in their natural environment, where the awareness of
scrutiny is assumed to be much lower. Revealing signi cantly lower levels of pro-sociality,
List (2006) highlighted the importance of scrutiny.

There is signi cant support for this viewpoint in the literature, undertaking a DG
Andreoni and Bernheim (2009) reports subjects are increasingly likely to split the pie
50-50 as scrutiny increases. Bandiera et al. (2005) also uncovered that workers on a
fruit farm behaved increasingly pro-socially when their behaviour could be observed
by fellow workers. Mirroring the results of List (2006), once they were no longer being
observed, the level of work and subsequent pro-sociality reduced signi cantly. Overall,
there is signi cant evidence to suggest that as the level of scrutiny increases, the levels
of pro-sociality observed are likely to increase (Andreoni and Bernheim, 2009; Bandiera
et al., 2005; List, 2006).
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Levitt and List (2007) postulate that anonymity is a crucial control that can be
adopted to minimise the e ects of scrutiny, including both EDE and moral signalling
issues. Since Ho man et al. (1996), double-blind mechanisms have become increasingly
popular. Fielding and Knowles (2015) invited participants to donate their show-up
fee to charity via a donation box on the way out of the experiment. Importantly, the
participants were aware that neither the experimenter nor the other participants could
observe them make a donation, thus this method was consistent with a double-blind
procedure. However, to identify individual giving, the experimenters had provided each
individual with a speci c set of coins, identi able either through the date of commission
and/or whether they were polished on both or either side.

As this research is undertaking the experiment via an online survey, the experiment
is adopting a double-blind procedure. Participants are completely anonymous to the
experimenter, with individual observations only being identi able through anonymised
ID numbers provided by the third-party crowd-sourcing platform, Proli c. Moreover,
since the online survey is conducted individually by participants in the comfort of their
own homes, they are not able to observe the decisions of other participants, reducing the
risks of moral signalling to other people at least.

Nevertheless, despite all of the controls put in place, there still remains the issue
that participants may not believe the actual level of anonymity. However, unlike in a
standard laboratory experiment, an online survey has a plethora of features that should
increase the salience of anonymity. The fact that data is collected in an asynchronous
fashion, with data being collected at numerous times across multiple days should increase
the feeling of anonymity. In addition, the experimenter being physically absent from
the process, as well as the decreased likelihood of others observing the decisions being
made due to the increased physical distance should further increase the feasibility of
complete anonymity in the mind of the participant. Thus, the author is con dent that
with respect to anonymity, the approach adopted here is as robust as possible given the
constraints faced.

3.3.10 Experiment & Procedure Overview

The following section details the journey participants will follow as they progress through
the online survey. As mentioned previously, the participants will be paid a xed fee
of £2.00 to complete the survey, which equates to approximately £8.65/hr on average.
This is based on an average survey completion time of fourteen minutes®. Within the
experiment, they have a small probability (2.5%) of being endowed with a further £10

3at the time of experimentation (late 2020) this is consistent with the UK minimum wage.
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to allocate between themselves and the charities. Participants will not be able to donate
the xed fee they are paid for undertaking the survey.

Stage 1 - Treatment Selection & Demographic Questionnaire

The rst section of the survey presents the participant information and consent statements,
the exact information provided can be found in Appendix C.1. Once participants have
consented to taking part in the study, participants will be asked a series of demographic
questions relating to age, gender, household income, place of residence, marital status,
and number of dependants, these can be found in Appendix C.2.

Following the demographic questionnaire, participants are randomly allocated to
one of eighteen di erent conditions based on their birth month. There are eighteen
di erent treatments due to there being two di erent magnitudes of nancial information
being assessed, three levels of nancial information, and three di erent orderings of the
charities.

Stage 2 - Charity Worthiness

Once randomly allocated to a treatment, the next screen participants encounter is the
Charity Worthiness screen, this can be found in Appendix C.3. Here participants are
presented with three short descriptions, as described in Table 3.3, of the charities in their
randomly allocated treatment. As the participants read these short descriptions, they
are required to rate the \worthiness" of each charity’s cause on a scale of 1-10, where 1
represents \not worthy" and 10 represents \very worthy". Participants must do this for
each charity in order to proceed to the next stage (screen) of the survey.

Stage 3 - Donation Decision

Once participants have successfully completed the worthiness scores for each charity,
participants proceed to the donation decision. Critically, participants cannot return and
alter their charity worthiness scores once they proceed from Stage 2 to Stage 3. This is
to ensure the worthiness scores remain wholly based on the short descriptions and do
not incorporate the nancial information.

Details of the donation decision stage for the control, DER, and IER treatments can
be found separately in Appendices C.4, C.5, and C.6, respectively.

Within the donation decision stage, regardless of treatment, participants are asked
to assume they have been given an additional £10.00 for participating in the experiment.
Participants are informed they can donate any proportion of this £10.00 to any number
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of the charities, with any remaining money being theirs to keep. If they do not wish to
donate any of this endowment to any of the charities, they must indicate this by placing
a \0" in the decision box. This is to prevent anyone from mistakenly skipping past this
section of the experiment. Participants are further informed that once the experiment is
completed, ten participants will be selected at random to have their donation decisions
executed.

Following this explanation, depending on the treatment, additional information is
provided to explain the nancial information to participants. If allocated to a control
treatment, participants are simply faced with the short charity descriptions and nothing
else. However, if the participants are in either the positive framing treatment (DER),
or the negative framing treatment (IER), they will be additionally presented with an
expenditure ratio indicating the proportion the charity spends either directly, or indirectly
on their respective missions.

Stage 4 - Exit Questionnaire

Finally, as can be seen in Appendix C.7, participants are asked a series of questions
relating to previous donation behaviour and more generally, their social preferences.
Information relating to previous donation behaviour, as well as any charitable activity
undertaken will be collected. Furthermore, a list of charities will be provided, including
those adopted for the study, to see if participants are familiar with any of the charities
adopted for the study. Completion of this section will indicate the end of the survey
and subsequently, the end of the experiment. The experiment is expected to last
approximately fteen minutes.

3.4 Conclusion

Overall, this chapter has provided a justi cation of the chosen methodology as well as
a detailed overview of the experimental design that will be undertaken to inform the
research objectives of this thesis.

Section 3.2, provides a reasoned argument for why experimental approaches are
robust and can provide a reliable basis for inferring causal relationships. Key criticisms
levied against the use of experiments to test economic hypotheses largely revolve around
external validity concerns. However, as stipulated in Section 3.2, this is not the primary
concern of experimental economists, nor is it a great concern for the author here. Broadly,
the objective of this research is to establish whether presenting expenditure ratios to
communicate nancial information a ects donation behaviour systemically. Once this has
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been established in via a well-designed and, more importantly, a controlled experiment,
elements of reality can be slowly introduced to observe if any statistical signi cance
observed in the experiment remains. Hence, this research serves as a starting point for
understanding the relationship nancial information and its associated characteristics
has with donation behaviour.

Section 3.3, then goes on to discuss the experimental design, outlining both the
dependent variable and the treatment variables that will be carefully varied to test this
thesis’ three research hypotheses.

Justi cations are made regarding the expenditure ratios that will be adopted, the
DER and IER. While a detailed discussion of which six charities will be chosen for the
experiment is also included. Spread across two surveys, the three charities in Survey 1
will be typi ed by the higher DERs; Health Poverty Action, International Animal Rescue,
and Cancer Research UK. Conversely, Survey 2 will encompass the three charities with
the relatively lower DERSs; Mercy Ships, Society for the Protection of Animals Abroad,
and Worldwide Cancer Research.

Further to this, explanations are provided for why an online survey is being utilised
to administer the charitable version of the DG using Proli ¢ an online crowd-sourcing
platform to source the participants. Additionally, justi cations for the £10.00 windfall
endowment, in addition to the show-up fee, are provided and the indirect controls that
are utilised to minimise the potential noise in the collected data from nuisance variables
are also a orded to the reader.

The next three chapters will be dedicated to the analysis of the data collected from the
aforementioned experiment detailed in this chapter. Chapter 4 will provide a preliminary
analysis of the data, while Chapters 5 and 6 will furnish the reader with a more detailed
exposition of the data to provide answers to this thesis’ research objectives.
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Chapter 4

Descriptive Analysis of
Experimental Results

4.1 Introduction

Following the undertaking of the experiment, as outlined in Chapter 4, this chapter
will provide a preliminary analysis of the data collected via the online survey. Making
reference to this project’s research hypotheses, this chapter will present descriptive
statistics to furnish the reader with an initial visualisation of the data before performing
a deeper exposition via regression analysis in the subsequent chapters (Chapters 5 and
6).

As a reminder, the research hypotheses this thesis set out to test are as follows:

{ H21: The presence of nancial information does not a ect donation behaviour

{ H2: The donation behaviour observed for the positively framed nancial informa-
tion is not statistically di erent from that observed when the nancial information
is framed negatively

{ H3: The magnitude of the expenditure ratio adopted to represent the nancial
information does not systematically a ect donation behaviour

Due to the factorial nature of the experimental design, as outlined in Chapter 3,
the observed donation decisions can be grouped and analysed at multiple levels (i.e.
charity-level, survey-level, and experiment-level). The subsequent analyses provided here
and in Chapters 5 and 6 are presented based on these subgroups. Each of these levels
adds a di erent element to the analysis, which will be explained as they are presented.

Within this chapter, the descriptive analysis of the chosen treatment variables will
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encompass box and violin plots to assess the distribution of donations, con dence intervals
to assess the mean donations, and nally some additional tests of statistical signi cance.

Both box plots and violin plots are provided because while box plots display an
overview of the distribution of the data as well as the median donations, violin plots
provide a more detailed picture of the distribution of donations, as well as furnishing the
reader with a visual representation of the zero donations. This is important because this
thesis is examining both the propensity to donate as well as the size of any donations.

With reference to the tests of statistical signi cance, for reliable inference to be gained
from t-tests and one-way ANOVA tests, the data should satisfy certain assumptions
such as normality. Thus before performing any test of statistical signi cance, it is
important to assess the suitability of the data. Testing the various subsets of donation
data (experiment-level, survey-level, and charity-level) for normality via QQplots and
subsequent Shapiro-Wilk tests it was established that the data did not follow a normal
distribution. Thus, although the Levene’s test found the various subsets of donation
decisions displayed homogeneity of variances, it was concluded based on the non-normal
distribution and the reduced sample sizes in the charity-level analysis that non-parametric
alternatives, such as the Kruskal-Wallis and pairwise Wilcoxon rank sum test would be
utilised throughout this chapter.

The rst section of this chapter, Section 4.2, will provide an overview of the sample
characteristics. Following this, Section 4.3 will undertake two analyses of the donation
data to inform the rst and second research hypotheses of this thesis. Finally, Section 4.4
will provide an initial exploration of the data to see what role the size of the expenditure
ratio may play in determining donation behaviour, thus informing the third and nal
research hypothesis of this thesis.

4.2 Respondents

4.2.1 Demographic Descriptive Statistics

Table 4.1 provides an overview of the respondents’ characteristics. In total, the experiment
observed 388 respondents after removing invalid data', with 198 examined in Survey 1
and 190 in Survey 2. In terms of the nancial information treatments, 101 participants
were observed in the control, while there were 198 and 89 respondents in the DER and
IER treatments, respectively. Based on the responses to the demographic questions,

Linvalid data includes participants that attempted to donate more than the maximum amount
of £10. These observations have been removed due to subject misconceptions.
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participants were largely female (66%), employed (62%), married (35%), aged between
31-40 (35%), living in a two-person household (35%), with no children (57%) and a
median household income of between £30,000 and £60,000.

Table 4.1: Respondent Descriptive Statistics: Demographic Information

VARIABLE Mean/Proportion N
Total amount donated M:£8.48 (SD: 2.52) 388
Individual charity donations M:£2.87 (SD: 1.97) 388
Gender Female 65.72% 388
Age 18-25 18.81% 388
26-30 18.30% 388
31-40 34.79% 388
41-50 17.01% 388
51+ 11.08% 388
No. in household 1 12.11% 388
34.79% 388
22.16% 388
23.71% 388
5+ 7.22% 388
No. of children 0 56.70% 388
14.95% 388
23.45% 388
3+ 4.90% 388
Household income below £10,000 2.84% 388
£10,000 - £30,000 29.90% 388
£30,000 - £60,000 44.59% 388
£60,000+ 22.68% 388
Employment status Employed (Full-time) 61.60% 388
Employed (Part-time) 20.36% 388
Self-employed 9.28% 388
Student 5.15% 388
Unemployed (seeking) 2.84% 388
Economically Inactive 0.77% 388
Marriage status Single 27.58% 388
With a partner 33.25% 388
Married 34.79% 388
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Divorced/Widowed 4.38% 388

Education level GCSE/O-Level 8.51% 388
A-levels 20.88% 388
College Degree 11.08% 388
UG Degree 37.63% 388
PG Degree 21.91% 388

Observing Table 4.1, the rst statistic of note is the total amount being donated in
this experiment. The average participant donated approximately 85% of their £10.00
endowment, which is somewhat greater than observed both in reality but also in other
studies utilising the DG. In general, the literature nds that assuming the role as dictator,
participants give roughly 20-30% of the endowment to the recipient (Camerer, 2003;
Carlsson et al., 2013; Engel, 2011; Umer et al., 2022).

One potential explanation for the comparably high contribution rate could be due to
the recipient/s being charities (Eckel and Grossman, 1996). It is widely reported that
contribution rates in the charity version of the DG are greater than those of the standard
DG (Livingston and Rasulmukhamedov, 2023). Using the DG, Eckel and Grossman
(1996) nd individuals transfer 31% of their earnings to a charity whilst only transferring
between 9.2% and 15% to another student. Moreover, Umer et al. (2022) nds that
transfers to charity recipients in the DG are approximately 45%, whereas transfers to
student recipients were roughly 21% of the endowment.

As discussed in Section 2.2.6, social norms can play an important role in determining
donation behaviour (Agerstrom et al., 2016; Drouvelis and Marx, 2021; Krupka and
Croson, 2016; Lindersson et al., 2019; Shang and Croson, 2009). By presenting partici-
pants with a menu of charities, social norms may somewhat explain such an exaggerated
contribution rate when contrasted with those typically observed in the standard DG.
Eckel et al. (2023) advocates that the most \socially appropriate™ action in the charity
DG is to contribute 100% of the endowment. Whereas, in the standard DG, it is more
appropriate to simply split the endowment equally. Eckel et al. (2023) reinforces previous
results, nding subjects transfer 58% of their total earnings to charity recipients, while
only transferring 32% to fellow anonymous students (standard DG). Hence, it is clear
from the existing literature that higher transfers are typical of the charity version of the
DG. However, the 85% average total contribution witnessed here is still much higher
than anything observed previously in the literature.

Since the sample was primarily comprised of female respondents (66%), another
possible contributor is the role of gender. Adopting a similarly sized stake as in this
study ($10), Eckel and Grossman (1998) nds that women give almost twice as much
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as men in the standard DG. Moreover, examining the role of gender, Bilen et al. (2021)

nds that women give approximately 4% more than men, a nding that is reinforced
by other studies (Engel, 2011; Falk et al., 2018). Interestingly, when compared to the
typical anonymous recipient in the standard DG, Bilen et al. (2021) concludes that this
di erence is further exaggerated when the recipient is a charity. With females donating
approximately 10.9% more than their male counterparts. Dorate-Buend a et al. (2022)
reinforces this nding stating a di erence of 11%.

Other potential explanations stem from the incentive mechanism adopted in this
thesis’ experiment. Firstly, the author suspects the windfall nature of the endowment to
play a key role. Although participants were paid for undertaking the experiment, the
donation decision was executed by giving the participants an endowment of £10. In the
context of DGs, it has been found that individuals contribute less when the endowment
is earned when compared to windfall endowments (Carlsson et al., 2013; Cherry et al.,
2002; Cherry and Shogren, 2008; Oxoby and Spraggon, 2008).

Secondly, the salience of the endowment may have also been eroded. Due to nancial
constraints, the experiment only executed a randomly selected subset (2.55% of the
sample) of the donation decisions observed, thus participants may have viewed the
decision as somewhat hypothetical as opposed to real (Ben-Ner et al., 2008b; Larney
et al., 2019). Despite the survey being anonymous, participants may have balanced the
low probability of their decision being executed against the possibility their behaviour
would be observed. Hence, to insure against potential negative perceptions, whether
these be those of others or their own, participants decided to donate the majority of the
endowment (Zizzo, 2010).

Finally, the size of the endowment (£10.00) may have been too low to be consequential,
and thus participants were comfortable with contributing the majority of the endowment
(Branas-Garza et al., 2021; Rahwan et al., 2018). Branas-Garza et al. (2021) investigates
the role of stake size when it comes to experimental studies investigating charitable
giving, nding that hyper-altruism reduces signi cantly as larger stake sizes are adopted.
Increasing the stake size from e5 gradually to e1000, Branas-Garza et al. (2021) nds
the proportion of participants donating more than 50% of the endowment falls from 47%
to 3%, respectively. Hence, stake size may well have contributed to the very high levels
of giving observed.

It is worth noting that despite the average total amount donated being 85% of the
endowment, the participants split this between three charities. When considering the
amounts given to the individual charities, participants approximately donated 29% of
the endowment, a proportion that is much more in-line with what has been observed
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historically in the literature (Camerer, 2003; Levitt and List, 2007). This experiment
di ers from the majority of studies utilising the DG to observe levels of pro-sociality,
since studies typically list a single recipient as opposed to a menu of several. Therefore,
since participants were able to give to multiple charities, in the instance of giving to one
charity, they may have felt obliged through fairness to give to the others as well, thus
in ating the total donations amount statistic.

Overall, it is clear from the literature that multiple characteristics of the endowment
alongside social norms likely caused the high contribution levels observed. These include
the size of the endowment, the nature in which the endowment was acquired, and the
probability of any decisions being executed. However, due to nancial constraints, the
author had no alternative options. Despite the more accentuated pro-social behaviour
witnessed in experimental settings, the literature maintains that the behaviour observed
in experiments adopting the DG is correlated with that seen in the real-world Benz and
Meier (2008); Levitt and List (2007). Hence, the author is con dent in drawing inferences
from these results, nevertheless, the level of contribution observed in the experiment
should be noted.

4.2.2 Charitable Giving Descriptive Statistics

Following the experiment, data regarding the participants’ giving behaviour was also
collected, a summary of which can be found in Table 4.2.

Table 4.2: Respondent Descriptive Statistics: Charitable Behaviour

VARIABLE Proportion N
Regular donations Yes 25.26% 388
No. of donations 0 10.31% 388
(last 12 months) 1-5 63.92% 388
6-10 9.80% 388
10+ 15.98% 388
Total amount donated £0 9.28% 388
(last 12 months) £1-£50 52.58% 388

£51-£100 20.10% 388
£101-£200 10.57% 388
£201+ 7.47% 388
Volunteering Never 42.53% 388
Sometimes 44.59% 388
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Often 7.47% 388
Regularly 5.41% 388

Assessing Table 4.2, in terms of pro-sociality, around a quarter of respondents gave
on a monthly basis, while the median respondent donated between one and ve times
annually.

Assessing the proportion of donations that were made across the surveys, otherwise
known as the propensity to donate, the proportion of positive donations was 87.9%,
86.9%, and 84.6% in the control, DER (positive frame), and IER (negative frame)
treatments, respectively. Further interesting observations were made at the extremes
with only 2.5% of participants choosing to donate nothing at all, opting to keep the
entire endowment for themselves. Conversely, keeping none of the endowment, 58.75%
of subjects decided to give the entire £10.00 to the charities they were presented with.
This ranged from individuals that gave the entire endowment to one charity, which was
5.15% of participants, to those that roughly split the endowment equally? between the
three charities they were presented with, which 19% of participants opted to do.

4.3 E ect of Financial Information and Fram-
ing on Donation Behaviour: A Descriptive
Analysis

4.3.1 Introduction

Having provided a brief overview of the respondents, this section will undertake an initial
excavation of the collected data to provide a preliminary assessment of this thesis’ rst
two research hypotheses and subsequent objectives (H1 and H2), which are provided
below for the readers’ convenience.

{ H21: The presence of nancial information does not a ect donation behaviour

{ H2: The donation behaviour observed for the positively framed nancial informa-
tion is not statistically di erent from that observed when the nancial information
is framed negatively

This section will rst examine the data for systematic di erences in donation behaviour
caused by the introduction of nancial information. Then, contrasting the two instances

2a roughly equal split is de ned as giving amounts between £3 and £4 to each charity.
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where nancial information is presented in either the positive frame (DER) or the
negative frame (IER), this section will seek to identify whether donation behaviour alters
depending on the framing of the nancial information.

In this section, participant donations are analysed at two levels: the experiment-level,
which scrutinises all donation decisions observed across the experiment simultaneously;
and the charity-level, which pools the donations made to each of the six individual
charities observed and analyses these separately. Despite the explicit controls adopted
in the experimental design, to better re ect reality and increase the probability that
participants made donation decisions, the author provided participants with a choice of
three di erent charities. Although this improves the external validity of the experiment,
it introduces another variable that is not directly controlled for and hence could cause
variation in the dependent variable that is mistakenly attributed to a treatment variable
when all donations are assessed together. The charity-level analysis resolves this issue by
simply analysing all donations made to one single charity in isolation. However, since
examining a charity in isolation signi cantly reduces the sample size (approximately
190), the power of the charity-level analysis is somewhat reduced when compared to the
experiment-level, which has a sample size of 1,164. Hence, when making postulations
regarding this thesis’ research objectives, useful insights from di erent subsets of the
data will be relied upon.

4.3.2 Charity-level Analysis

Firstly, it is informative to assess the descriptive statistics for the donations to each
individual charity within each survey. As mentioned previously, the motivation for doing
this is to remove any potential noise relating to the di erent charity descriptions and
the di erent causes adopted for the experiment. The six charities observed across the
experiment are analysed in two groups. Firstly, the three charities from Survey 1 will
be scrutinised simultaneously, then the three charities from Survey 2 will be examined
together. The reason for structuring the analysis this way is because each participant
could split their £10.00 endowment however they wished between the three charities
they faced. Thus the individual donations to the three charities in the same survey are
somewhat interrelated.

4.3.2.1 Survey 1 Charities

As a reminder, in Survey 1 the three charities were Health Poverty Action (HPA),
International Animal Rescue (IAR), and Cancer Research UK (CRUK). Figure 4.1
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illustrates how donation behaviour towards these three charities changes when nancial
information is introduced, thus informing the rst research objective of this thesis (H1).
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Figure 4.1: Charity-level descriptive statistics for the donations to three charities
presented in Survey 1 for various nancial information levels

Observing average donation amounts for HPA, IAR, and CRUK in Figure 4.1a, there
is no discernible pattern when assessing the e ect of introducing nancial information.
The median donation for HPA increases marginally from £3.00 to £3.33, for IAR it
increases from £2.75 to £3.00, while for CRUK it remains constant at £3.00. Similarly,
the mean donation for HPA increases marginally from £2.64 to £3.28, for IAR it decreases
from £2.97 to £2.54, and for CRUK, it falls from £2.93 to £2.88. Thus, the only charity to
display consistent change is HPA, which saw a reasonable increase in the mean donation
when nancial information was introduced.

However, examining Figure 4.1b, the author is relatively con dent that the intro-
duction of the nancial information failed to create a signi cant deviation in the mean
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donation amount for any of the three charities in Survey 1. All of the displayed con dence
intervals show overlap, however, it must be noted that the overlap is somewhat smaller
for HPA.

As noted previously, one caveat of the charity-level analysis is the somewhat restricted
sample size. Although the number of observations for each charity in each treatment
exceeds the universally accepted threshold, derived from the central limit theorem (n=30),
the sample sizes could still be questioned. Moreover, the sample data is signi cantly
skewed. Therefore, to increase the robustness of any postulations from the con dence
intervals this analysis has decided to implement a bootstrapping approach, under the
assumption the sample data collected is representative of the population. The sample data
is re-sampled one hundred thousand times, creating a sample distribution characterised
by a normal distribution. Re-sampling the data set in this manner and calculating
the con dence intervals provides a robustness check for the values calculated from the
observed sample.

With respect to the three charities from Survey 1, the con dence intervals of the
bootstrapped data very closely mirror those presented in Figure 4.1b, increasing the
con dence of the author that there are no statistical di erences between the mean
donations for all charities in Survey 1.

Finally, pairwise Wilcoxon rank sum tests are undertaken for the three charities.
The test statistics for IAR (p-value=.26) and CRUK (p-value=.70) fail to conclude the
samples of donations in the control treatment and the nancial information treatment
are from di erent distributions, thus reinforcing the previous observations. However, the
Wilcoxon rank sum test statistic for HPA (p-value=.037) concludes signi cant di erences
between the donations observed in the control and nancial information treatments.
Thus, the donations to HPA do provide some evidence to suggest nancial information
may have a signi cant impact on donation behaviour.

Assessing the distribution of donations via the inter-quartile ranges and violin plots,
further insights can be garnered. Firstly, assessing the percentage of zero donations via
the violin plots, again, there are asymmetries across the three charities. When nancial
information is introduced, HPA sees the proportion of zero donations fall (15.4% to
10.3%), while IAR and CRUK see the proportion increase from 11.5% to 18.5% and from
9.6% to 13.0%, respectively.

There are similar asymmetries when examining the proportion of individuals donating
the entire endowment to a single charity. Introducing nancial information caused the
maximum amount donated to rise for both HPA and CRUK, with both of these charities
seeing a small proportion of individuals donating the full £10.00. Conversely, IAR saw a
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reduction in the percentage of those donating £10.00 when nancial information was
introduced (5.8% to 2.1%).

Looking at the distribution more generally, again there is a lack of consensus, the
skewness statistics in the control treatment are -0.124, 1.53, and 0.64 for HPA, IAR,
and CRUK, respectively. Comparatively, for the same three treatments, when nancial
information is introduced, the skewness becomes 0.523, 1.28, and 1.09 for HPA, IAR,
and CRUK. Thus, there are very subtle di erences in the distributions with the largest
e ect being seen for CRUK which sees a greater proportion of smaller donations when

nancial information is introduced.

Overall, with reference to the rst research hypothesis of this thesis, Figure 4.1 fails
to provide a convincing initial impression that the null can be rejected. The donation
behaviour towards both IAR and CRUK suggests that there is little chance nancial
information systematically a ects donation behaviour. However, the donations to HPA
on the other hand provide evidence to the contrary. The signi cant Wilcoxon rank sum
test statistic, the small amount of overlap observed for the con dence intervals, and the
increased prosociality witnessed for both the proportion of zero donations and maximum
donations advocate for further exploration of the data.

Breaking nancial information down into the DER and IER frames, Figure 4.2 enables
the second research objective of this thesis to be assessed (H2), while initial indications of
whether the e ects of introducing nancial information are sensitive to di erent framing
e ects can also be noted (H1).

142



HPA IAR CRUK

£10.00 ”
g H0 Statistic
g e Mean
< .
5 £5.00 Framing Effect
= — Control
8 | [ ot ER.

£2.50 H

£0.00 lg

(a) Box and violin plots

HPA IAR CRUK

£3.50

m
w
o
S

Framing Effect

e Control
e DER
o IER

Donation Amount

)
N
o
S

£2.00

(b) 95% con dence intervals about the mean

Figure 4.2: Charity-level descriptive statistics for the donations to three charities
presented in Survey 1 for various nancial information levels

Figure 4.2a reveals there is not much variation in the median donations for the control,
DER, and IER treatments for all three charities. CRUK has a median donation of £3.00
for all three treatments, while HPA demonstrates median donations of £3.00, £3.67, and
£3.00, and IAR demonstrates median donations of £2.75, £3.00, and £2.50, in the control,
DER, and IER treatments, respectively. Examining Figure 4.2b, a similar pattern can
be observed for the mean donations. Comparatively, in the control, DER, AND IER
treatments, HPA exhibits mean donations of £2.64, £3.30, and £3.24, IAR demonstrates
mean donations of £2.97, £2.57, and £2.50, and nally for CRUK the mean donations
witnessed are £2.93, £2.86 and £2.91. Although across the three treatments, there are
minor di erences witnessed, especially for HPA and IAR, the con dence intervals fail to
illustrate statistical di erences, a result further con rmed by the con dence intervals of
the bootstrapped data in Appendix D.1.
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Furthermore, undertaking a Kruskal-Wallis test for each charity, the results suggest
no signi cant di erence in the mean ranks between the three treatments observed (HPA
p-value=.10; IAR, p-value=.50; and CRUK, p-value=.89). Furthermore, with reference
to the second research hypothesis of this thesis, conducting additional Wilcoxon rank
sum tests contrasting the donations in the DER and IER treatments, this analysis fails
to nd statistically signi cant di erences between the positive and negative frames of the

nancial information (HPA, p-value=.62; IAR, p-value=.74; and CRUK, p-value=.86).

Additional scrutiny of Figure 4.2a enables the distributions of donations to be
examined. Assessing the proportion of zero donations, HPA and CRUK saw lower
proportions of individuals donating nothing in the IER frame (HPA, 5.6%; and CRUK,
9.3%), when contrasted with the DER frame (HPA, 13.0%; and CRUK, 15.2%), thus
witnessing greater pro-sociality in the negative frame (IER). Conversely, IAR saw a
greater proportion of zero donations in the DER treatment (17.4%) when contrasted
with the IER treatment (20.4%), although these are somewhat more comparable.

At the other extreme, there is very little di erence between the two frames. Both
HPA and IAR see 2.2% of individuals donating the full £10.00 in the DER treatment,
compared to 1.9% in the IER treatment. Whereas, CRUK sees 3.3% of participants
donating the entire endowment, with a maximum donation of £8.00 in the IER treatment.
Thus, as far as the large donations are concerned, Figure 4.2a suggests the positive frame
to engender marginally greater prosociality.

The skewness statistics of the DER (HPA, 0.40; IAR, 1.32; and CRUK, 1.30) and IER
(HPA, 0.75; 1AR, 1.24; and CRUK, 0.63) treatments provide a more general overview
of the distributions of donations. Focusing on HPA, compared to the IER treatment,
donations in the DER treatment appear to be more focused at higher values, evidenced
by the greater modal value of £4.00 when contrasted to that in the IER treatment
(£2.00). The modal donations to IAR (£3.00) and CRUK (£3.00), on the other hand, do
not display such a di erence.

Overall, with reference to this thesis’ second research hypothesis, the observed
donation behaviour towards charities in Survey 1 fails to elicit adequate evidence to
advocate the rejection of the null. The above analysis concludes no statistically di erent
mean donations when contrasting the DER and IER treatments for any of the charities
analysed. A result that is consistent across both the con dence interval analysis and
the Wilcoxon rank sum tests. Moreover, the distributions of donations are also very
similar across the DER and IER treatments, with the minor exception of HPA, which
demonstrated slightly more prosociality in the positive frame when it came to the modal
and median donations, however, these observations are not deemed signi cant.
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Conversely, returning to the rst hypothesis of this thesis momentarily, noting the
above analysis of the average donations, the distribution of donations, and the tests of
statistical signi cance, there is minor evidence to suggest the framing of the nancial
information may moderate the e ect nancial information has on donation behaviour.

Contrasting the control and DER treatments, the Wilcoxon rank sum test statistic
stipulates that the two sample means are indeed di erent (p-value=.03). However, this
result only stands for HPA, both IAR (p-value=.37) and CRUK (p-value=.65) fail to

nd signi cant di erences when contrasting the same treatment groups. Moreover, none
of the Survey 1 charities establish a signi cant moderating e ect of the negative frame
for the impact of introducing nancial information (HPA, p-value=.17; IAR, p-value=.25;
and CRUK, p-value=.87). Although the signi cant observation for HPA when contrasting
the control and DER treatments seems small, it is a nding that motivates further and
deeper scrutiny of the observed data before a conclusive conclusion is reached regarding
the impact nancial information has on donation behaviour.

Survey 2 Charities

Having provided some early indications regarding this thesis’ rst two research hypotheses
via the charity-level analysis of the three charities in Survey 1, this section will do the
same for the three Survey 2 charities.
Informing the rst research objective of this thesis (H1), the e ects of introducing
nancial information on donation behaviour for the charities Mercy Ships (MS), Society
for the Protection of Animals Abroad (SPANA), and Worldwide Cancer Research (WCR)
can be observed in Figure 4.3.
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(a) Box and violin plots

(b) 95% con dence intervals about the mean

Figure 4.3: Charity-level descriptive statistics for the donations to three charities
presented in Survey 2 for various nancial information levels

Observing Figure 4.3a and assessing the impact of introducing nancial information
on the median and mean donation amounts, only minor di erences are noticeable. The
median donations are identical for MS (£3.00) and SPANA (£2.00), while WCR witnesses
a small fall from £3.00 to £2.50 when nancial information is introduced. The mean
donations are also extremely similar, being £3.15 and £3.20 for MS, £2.29 and £2.31
for SPANA, and £2.99 and £2.75 for WCR, in the control and nancial information
treatments respectively. These initial observations of the Survey 2 charities suggest

nancial information has very little impact on donation behaviour, which is reinforced
by the signi cant overlap of the con dence intervals in Figure 4.3b. These con dence
intervals are further supported by those undertaken on the bootstrapped sample available
in Appendix D.1.
Undertaking Wilcoxon rank sum tests to provide additional clarity, the similarity of
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