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ABSTRACT
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donation’ design to compare giving to general rexefunds with giving when donations can be
targeted to specific causes. Results show thatiggadonors control over the use of their funds
more than doubles giving to government. A comparigith donations to private charities
confirms the effectiveness of donor control in the$ting; however, targeting has a larger
relative impact on giving to government. We artheg creating new mechanisms to facilitate
voluntary taxation has the potential to enhancemae in this time of fiscal crisis, especially

when donations can be targeted for specific program

JEL codes: H2, D64, C91

" Funding was provided by the John D. and CathéfifdacArthur Foundation and the National Science
Foundation (SES-0554893 and SES-0136684). We thankHouser, Ragan Petrie and seminar particigdnts
Chapman University, University of Texas at Arlingt@Jniversity of Texas at Pan American, Texas A&avid the
International Meetings of the Economic Science A&gn (2011 Chicago) for helpful discussions anthments.
An earlier version of this manuscript was title®d' Earmarks Increase Giving to Governmenf&search
assistance was provided by Ahmed Alzahrani andabéth Pickett. Experiments were conducted at #raet for
Behavioral and Experimental Economic Science atthigersity of Texas at Dallas (http://cbees.utaakdu).



WHO'S IN CHARGE? DONOR TARGETING OF VOLUNTARY TAXES
ENHANCES GIVING TO GOVERNMENT

Sherry Xin Li
(Corresponding author)
School of Economic, Political and Policy SciendeBRS)
University of Texas at Dallas, GR31
800 W. Campbell Rd.
Richardson, TX 75080
Phone: 972-883-4987
sherry.xin.li@utdallas.edu

Catherine Eckel
School of Economic, Political and Policy SciendeBRS)
University of Texas at Dallas, GR31
800 W. Campbell Rd.
Richardson, TX 75080
Phone: 972-883-4949
eckelc@utdallas.edu

Philip J. Grossman
Department of Economics
Monash University
Clayton Victoria 3800
Australia
Phone: +61 3 9902 0052
philip.grossman@monash.edu

Tara Larson Brown
College of Business Box 19479
University of Texas at Arlington

701 S West St.
Arlington, TX 76019

tara@uta.edu



WHO'S IN CHARGE? DONOR TARGETING OF VOLUNTARY TAXES ENHANCES
GIVING TO GOVERNMENT

l. Introduction

In 2000 critical shortages of materials in pubbbaols lead Charles Best, a high school teacher,
to create DonorsChoose.org with the mission “...tpriowe public education by empowering
every teacher to be a change-maker and enablingitzgn to be a philanthropist

(www.donorschoose.org/about/how_it_works.html#3¥tafbonorsChoose.org receives requests

from public school teachers for classroom mateoéhll sorts. The requests are vetted by
DonorsChoose.org and posted on its website. Daraorsearch the website for projects they
deem worthy and make their contributions via onpagment methods or by check. Once the
necessary funding is raised, DonorsChoose.org theysequested materials and ships them to
the teacher. To date DonorChoose.org has fundee than 180,000 projects. Between 2003
and 2010, annual donations have increased fromozippately $1 million to approximately $27
million. Giving to DonorsChoose.org supports opiyplic schools, and so essentially constitutes
voluntary taxation, i.e., making contributions mvgrnment in excess of tax obligation. A
taxpayer can supplement his involuntary contributmeducation (i.e., the mandatory taxes he
has paid to government) by voluntarily giving torgmnment and targeting his donation for a
specific government project. He chooses to couitgilonore to education because he is able to
specify which projects his donation supports. De@oose.org is an example of ‘crowd
funding’ of government projects.

Here is another anecdote. In 2000 the state aisyrania mailed out 2.5 million
income tax rebates to its taxpayers. Hundredaxqfayers, some who lived in the poorest city
neighborhoods, signed over their checks to lodabskcdistricts. One donor was quoted as

saying that “That's exactly the point in giving pd® their own money — to do with it what they



want”!

This example again illustrates that taxpayerseappilling to pay in excess of their
mandatory tax payments in the form of voluntaryetaxThey choose to contribute more because
they can target their tax payments to a specifipqse.

As the economy has weakened, revenue raised byaates fallen, and federal, state
and local governments face ballooning budget dsfidProposals to increase tax rates to close
the budget gaps tend to be unpopular, and manyswggested that raising taxes during a
recession would be counterproductive. Neverthghaasy citizens would, and do, vote in favor
of tax increases, indicating that at least som&iddals are willing to pay additional taxes rather
than reduce servicésAt present governments make little effort to eipthe willingness of
taxpayers to pay higher taxes in both times offistress, such as the present, and during
periods of crisis, such as during a war or follagvannatural disaster.

Few opportunities currently exist for taxpayersotuntarily pay higher taxes. One such
opportunity is the “Gifts to the United States” fLestablished in 1843 The amount of gifts
totaled $394,000 in fiscal year 2001, and increasdxtantially after September 11, 2001
(Miniter 2002)* At the state level, many state income tax fomage “check-off” programs

enabling taxpayers to make voluntary contributitinselected public or social programs. These

programs have gained popularity since they wesg ifinplemented in 1977, and in 2002, 210

! The New York Time&000. “Taxpayers Return Their Rebates to HelmBgrania’s Schools.” November 25.
http://www.nytimes.com/2000/11/25/us/taxpayers-metineir-rebates-to-help-pennsylvania-s-schoold.htm

2 For example, Minnesota voters voted for 3/8 oklcpnt increase in the sales tax (from 6.5 pertceit875
percent) beginning in 2009, with revenues dedictiealitdoor, environmental and arts programs (FTAdBn,
2008).

3 Giving to the federal government earmarked fouoéuy the national debt has been possible sincé.196e
Internal Revenue Service has included instructinrike personal income packets on how to make such
contributions since 1982 (Slemrod 2003).

*Miniter, B. 2002. “To Uncle Sam With Love—Taxes Toow? The Treasury is Happy to Take Your Money.”
Wall Street JournalApril 15.



such programs collected a total amount of $32.8anif As of 2010 the number of such
programs had grown to 323 across the forty-onestaiat have a broad-based personal income
tax. The most common programs provide fundinghforgame wildlife preservation, child
abuse and neglect prevention, breast cancer résaadcprevention, and military families.

While mechanisms for paying voluntary taxes existse mechanisms are few, not well
known, and only infrequently presented to taxpayditse revenue-raising potential of voluntary
taxation may as a result be under-realized. Theess of DonorsChoose.org, the tax rebate
story in Pennsylvania, and the growing popularitgtate check-off programs all highlight the
potential power of allowing taxpayers to make chsiover how to spend their tax payments.
These examples coupled with the unpopularity oegartax increases indicate that taxpayers
are willing to pay voluntary taxes for specific @ats or programs they have a special interest
in, rather than a general fund over which they Hatte or no say in how the funds are
dispersed. In this study we investigate a new @eicsim that allows voluntary donations to
government organizations that are targeted foriBp@urposes. We compare targeted giving
(i.e., giving to federal agencies that serve specduses) to non-targeted giving (i.e., giving to
the “Gifts to the United States” fund). We alsdlect similar information about giving to
parallel private charities, whose missions mirkeg government organizations (i.e., charities
serving specific needs versus the general funteofnited Way).

This research adopts the methodology in Li et2811(), which uses a “real-donation”

lab experiment (Eckel and Grossman 1996, Fong aitithier 2009) to explore individual

® Federation of Tax Administrators (FTA) conductéahimual surveys on state check-off programs fro8019
2003. FTA 2003. “Check-off Programs See Strong GindwURL.:
http://www.taxadmin.org/fta/rate/checkoff03.html



donations to government and private organizatioiifiat study focuses on individual
willingness to give to government organizations@spared to private counterparts that serve
the same missions. Li et al. find that, while ggpants are willing to give 22 percent of their
endowment to government organizations, in genbegl give significantly more to private
charities that serve the same functions. Therdiffee is influenced by the causes supported by
the organizations, their levels (federal, stateoal), and perceptions of effectiveness and
efficiency.

To assess the impact of targeting on voluntarysawe compare targeted giving with
donations to the general fund for the federal gomemnt, and find that it more than doubles the
likelihood of giving and the size of contributiottsgovernment organizations. This implies that
tax revenues could be increased by allowing taxsayetarget their voluntary donations. From
an initial $20 payment, participants give on aver&d.68 for general purposes, compared to
$5.52 for cancer research and $4.04 for disadlief;rthe likelihood of giving increases from 30
percent for general purposes to 66 percent foraramsearch and 61 percent for disaster relief.
Although targeting also increases giving to privatarities, it has a greater impact on giving to
government, resulting in a shift ielative preferences towards government.

The rest of the paper is organized as follows.ti&edl discusses the literature. Section
Il presents the experimental design. Section i&spnts the analysis and results. Section V

concludes.

® See Eckel and Grossman (1996) for the first reahtion experiment using the dictator game. Alsintlesign is
adopted in Fong and Luttmer (2009), who investigiagerole of ethnic-group loyalty on generosityain
representative sample of the US adult populatiortheir study, participants were asked to divid@®Gbetween
themselves and a charity (the local chapter of tdabyr Humanity) that benefits Katrina victimshé& decisions
were implemented for 10 percent of the participants



Il. Literature Review

Targeting revenue from particular sources for dpepurposes is widely practiced, and
arguments for and against such practices can be (fi@ja 1988). Our interest is less in
whether such targeting (or earmarking) enhancesabweelfare and more in the ability of
targeting to generate additional government revemaiéund public goods. The evidence
suggests that it may.

Novarro (2002) considers the effect of targetirttely proceeds for education spending.
Standard political economic models predict thahdacgeting should be irrelevant since total
education spending vastly exceeds the potential lgvtargeted funds. Novarro’s evidence
contradicts such models. She finds that a ddl@yeted for education increases spending on
education by approximately $0.36 more than an getad dollar. Landry and Price (2007) find
that states that target lottery revenues have higgrecapita spending on lottery tickets. These
results suggest that wagering is not the sole ratitinn for lottery play, but rather that decisions
to play the lottery are influenced by the publioddeing financed.

Elfenbein and McManus (2009) report a related te&lding data from eBay, they find
that bidders are willing to pay higher prices oardy than non-charity auctions for the identical
product. They conclude that auction participantsrhay value the public goods aspect of the
charity revenue ... (p.26).” In addition, Kallbekkand Aasen (2010) conducted a focus group
study concerning targeting of environmental taxgsey report a resistance on the part of the
focus group to environmental taxes if revenuesiaesl to reduce other taxes. However, the

group expressed a strong preference for targetiadgix revenue for environmental purposes

" Novarro (2002) notes, for example, that in 19%jagétte and tobacco and motor fuel taxes weretesdder
specific programs in 28 and 50 states, respectively



(i.e., targeting increased support for the taxfe Group indicated greater support for taxes if
they are dedicated to a specific purpose.

Our study contributes to a growing literature ttadies voluntary gifts to government.
Slemrod and Oltmans (2001) investigate the aggeemyaiual amount of voluntary gifts
contributed for reducing the US national debt sib861. They find the magnitude of the gifts is
systematically related to attitudes toward goveminoe objective measures of government
expenditure patterns, tax structure, and the defidewsome et al. (2005) analyze taxpayers’
voluntary contributions to state check-off fundghgdour years of Kentucky household income
tax data. They find that taxpayers tend to giventwe check-off funds as income increases and
tax price of contribution decreases. Li et al.l(POcompare voluntary giving to government
agencies and private charities that are paralleligsions (Cancer Research, Disaster Relief,
Education Enhancement, Parks and Wildlife) andi¢e(reational, state, and local). They find
that voluntary giving is significantly lower for gernment agencies than to private charities, and
the difference is influenced by individual perceps of effectiveness and efficiency as well as

income and political affiliation.

M. The Experiment

To study how targeting influences voluntary givieggovernment, we employ a ‘real donation’
experiment to compare giving to government agertbigisserve specific causes with a general
federal government account that precludes targefiinge experiment also includes private
charities that are parallel to the government aegdions in mission and scope of activities,
which allows us to study how targeting may influemgivingdifferentlyfor government and for

private charities. Since these decisions invobza trade-offs between subjects’ own



experiment earnings and amounts sent to the orgmizs, or real trade-offs between the
amounts sent to government agencies and privatéiebathese measures are likely to be more
accurate and informative than survey-based meastigdsuistic behavior (see Forsythe, et al,
1994 for a comparison of hypothetical and realslens). In addition because of the design
element which makes any giving in the experimetinary, we are able to study specifically
donations which are not required; or in applicatgiming beyond normal tax responsibilities.
Organizations.We selected six organizations comprised of thréws p& government
agencies and private charities (see Appendix Afiaf descriptions§. As shown in Table 1,
these organizations serve the entire nation, andbsatype (government agency or private
charity), mission (Cancer Research or DisastereRelnd whether the contribution is targeted
for specific cause$.For the pair of general-purpose organizationselected the United Way
and a federal account called ‘Gifts to the Unit¢at&s.” The United Way is a national network
of about 1,300 charitable organizations, and ascepn-targeted financial giftS. Subjects were
told that their contribution to the United Way wdulot be targeted for any specific cause and
would be included in the general fund of the orgation. Gifts to the United States is a federal
government account that accepts contributions timecis who wish to make a general donation
to the U.S. government. This account was estadigt 1843 and has been maintained by the

Department of Treasury to “accept gifts, such apibsts, from individuals wishing to express

8 As shown in the experimental instruction in Appier, subjects also made decisions for two pair§efas state
level organizations for education enhancement awdricome housing support. In three of the seessisns
subjects made decisions for the national levelmiggdions before the state organizations. Therosde reversed
in the other four sessions. In all sessions thegentkecisions for the general federal funds andUtiited Way last.
We find no order effects. This paper focuses encthmparison between givingiational organizations (i.e.,
cancer research, or disaster relief) and to thergépurpose, since the research question of stterdow targeting
affects contributions conditional on the serviceaaand scope of activities.

° We adopt the same pairs of organizations in thegcsies of Cancer Research, and Disaster Religfénal.
(2011).

9 The United Way allows donors to give either teeagral fund with money allocated by the United Wy
member organizations or to designate (i.e., tatg®t) their contributions are dispersed among thebes
organizations.



their patriotism to the United States.” Funds obnted to this account are considered an
unconditional gift for general use by the fedem@grnment, and can be made by check or
money order payable to the United States Treasomiled to the address specified on the
website (URL: http://www.fms.treas.gov/fag/moretpigifts.html).

[Table 1 about here]

Including Gifts to the United States and the Unifédy in the design serves two
purposes. First, individuals’ willingness to giwethe federal government when funds are not
targeted serves as a baseline measure of voluatapayments as compared to voluntary
donations to a general private charity fund. Sdceomparing contributions for specific
purposes with those to the general funds allowts gsudy how targeting may affect voluntary
contributions to government, and how the impact wliffgr for government agency and for
private charities?

When we designed the experiments, care was takemstae that the selected
government agencies had the capability to recewvmations and that they were parallel to the
private charities in their mission. In additioil,the organizations provide nationwide services,
and hence are comparable in terms of the scopetivit@s and beneficiaries. This parallel
feature allows us to focus oelative giving, and not be concerned with heterogeneity of
organizations apart from their governmental or gevstatus. In addition to the information in
Appendix A, a separate sheet containing more eetaéscriptions of these organizations was
also provided to subjects before they made theisgns.

Allocation Decisions.The study consists of two experiments in which scigj make a

series of distinct budget allocation decisions gnaoously and in private, and a ‘real donation’ is

1 When individuals give to private charities thatveespecific functions, they are targeting theinaons for
specific causes. They direct their donations éodéwses that most matter to them.



made to each organization. In Experimengubjects choose how much (if any) of an
endowment to contribute to a government and/orgpeiwrganization, and keep the remaining
funds. In_Experiment,Xubjects choose how to allocate an endowmentdast\@ government
agency and a private charity, but are not alloveeallbcate any to themselves.

Table 2 summarizes these allocation decisions.ekample, consider the Cancer
Research allocation decisions. In Experiment jesiis make the following three distinct
decisions: a) how to allocate $20.00 between themsand the National Cancer Institute Gift
Fund (a government agency); b) how to allocate®2Between themselves and the American
Cancer Society (a private charity); c) how to adi@$30.00amongst the National Cancer
Institute Gift Fund, the American Cancer Societyd ghemselves. In Experiment 2, they
allocate $20 between the two organizations, witlopioon to keep anything for themselves. All
subjects participated in the same sets of expetsneith the same combinations of
organizations. Each subject makes the same tbte®fdecisions for Cancer Research,
Disaster Relief, and the general purpose fund (féderal government gift account vs. the
United Way), respectively. To avoid any poteniglome effect, subjects were not informed
about Experiment 2 when they made decisions in Bxgat 1. Appendix B includes sample
instructions.

[Table 2 about here]
The protocol in decisions 1a and 1b is adopted frogt al. (2011)'* The design of the

three-way division in decision 1c serves as a rrtass check for 1a and 1b by allowindigect

12 Since the experiment in Li et al. (2011) was caneld a year prior to this one (in fall, 2007), #m®nomic
environment had changed. Despite this, the reatdtargely consistent between the two studies Aggpendix C).
Average contributions range from $4 to $9 to thgaoizations. Higher contributions are made togie\charities
than to their governmental counterparts for CaResearch and Disaster Relief. Across the two stdubjects
give similar amounts conditional on types and causerganization, except for the Disaster Relrerities to
which they give a significantly lower amount ($5.89this study compared to $8.76 in Li et al.<{0.001, 2-sided



tradeoff between giving to government and charitynlike decision 1c in Experiment 1, the
decision in Experiment 2 does not affect own payadthis design helps elicit preferences of the
non-givers who did not contribute in Experiment 1.

Procedures.Seven sessions were conducted at the Center favidehl and
Experimental Economic Science (CBEES) at the Usityepf Texas at Dallas (UTD) in
October, 2008. The number of subjects per sessinad from 11 to 13. Eighty-seven subjects
participated with seven serving as monitors, leg@@ decision makers.

Subjects were recruited through email using theerecruiting software ORSEE
(Greiner 2004). The experiment lasted for abouh@ur. Before starting, the experimenters
asked for a volunteer to act as monitor. It waslipunformation that the monitor, who would
be paid a flat amount of $20, would monitor thegedure, and accompany the experimenters to
mail the checks to the organizations after the expnt was over.

The experiments were conducted using paper andlp&ubjects made decisions in
private at partitioned desks. ID numbers were tigathsure anonymity. The instructions were
read aloud and examples were explained. Durinly egperiment subjects sealed decisions in
envelopes provided before turning them in. In Expent 1, one of the decisions was randomly
chosen for each subject to determine payment andrttount the organizations would recefive.
In the government-charity allocations in Experim2nthe monitor randomly selected one

individual and one of his/her decisions to detemriimee amount that the organizations would

test of means for unpaired samples). This mayrodaea to the worsened economy, or to somewhatrclose
proximity of the earlier study to the Hurricane Kiaa disaster and Indonesian tsunami.

13 To determine payment, each subject drew a chiesponding to one specific decision. Having eatjest
separately and randomly determine his paired orzgéioh ensured independent decisions. If a comdeaision
were chosen for all subjects, crowding out mightusdased on subjects’ (differential) expectatiohthe
donations of others in their session, complicatirigrences from the data.



receive’* A post-experiment survey was conducted to collformation on demographics,
political affiliation, and perceptions about thegiet organizations (see Appendix D for questions
on perceptions and Appendix E on summary stat)stiEgperimenters and the monitor prepared
payment in a separate room. Earnings (allocatiself) and a slip reminding each subject of
his/her donation and the selected organization weaéed in a payment envelope with subject ID
marked on the front. Subjects used their ID ctwddaim payment. These procedures, which
subjects were informed about at the beginning pedrments, ensured anonymity of decisions.
The monitor helped make out the checks to the azgdans, and then walked with an
experimenter to drop the checks in the mailboxbj&tis also were invited to accompany them

to the mailbox, although none did.

IV. Results

In this section, we first present summary stasstiod the results based on aggregate data. We
then use regression analysis to investigate hayetiaug influences giving to government and to
charity, respectively, using the organization Vf decisions in experiment 1a-1b. Allocation
decisions in experiment 1c and experiment 2 sesvelaustness checks.

In Experiment 1, 17 out of the 80 subjects (21 eetcgave zero in all three decisions
(1a-1c), and kept the full amount for themselvemrdless of the organizations. The number of
non-givers varies by category: there were 19 nigarg (24 percent) for Cancer Research, 19
(24 percent) for Disaster Relief, and 35 (44 petictem the General Purpose category.

[Figure 1 about here]

4 The monitor then announced the subject’s ID nuniiber not identity), the number of his/her decisiand the

organizations selected (but not the contributiomant). After the experiment was over, the selected sulvyast

asked to sign a separate payment form statingwieey given $20 to split between a government omgaitin and
private charity.



Figure 1 presents average contributions on theatettthe likelihood of contributing on
the right, with the decisions for organization &lf§1a and 1b) reported in the top figures, 3-way
allocations (1c) in the middle, and governmentharty allocations (Experiment 2) in the
bottom. All allocations share similar patternson8istent with Li et al. (2011), average
contributions and the likelihood of contributing@isaster Relief and Cancer Research all
significantly exceed zer@{E 0.00, two-sided t-test of means). Conditiomafunction, subjects
generally are more generous toward private charitian government agencigs<0.05, two-
sided t-test of means for paired samples). Ost fiinding is that even when the funds are not
targeted, participants in our experiment are wfiling to part with some of the endowment to
support the federal government. They give $1.68 j@rcent of endowment) to the federal
general fund in the allocations for governmentelf, $1.83 (6 percent of endowment) in the 3-
way allocation, and $4.23 (21 percent of endowmientfle government-charity division, all

significantly greater than zerp € 0.00, two-sided t-test of means). This leadRdeult 1.

Result 1: Some participants are willing to givéwnarily to the U.S. federal government

general fund, paying voluntary taxes.

Figure 1 also shows that average gifts and thdiliked of giving are significantly lower
for the federal general fund, compared to otheregawient agencies that serve specific functions
such as Disaster Relief and Cancer Researeh)(00, two-side test of means for paired
samples). In the government v. self allocationisiens (1a), subjects give $1.68 to the federal
general fund with 30 percent of subjects contritgitcompared to $4.78 and 64 percent giving

to the two federal government agencies on averdges revealed preference for control over the



target of funds also is borne out for private diesi(decision 1b), with the United Way
receiving $3.69 (54 percent contributing) comparethe average amount of $5.82 (74 percent
contributing) for Disaster Relief and Cancer ReslearThis suggests that people value control
over the use of their contributions. When suchtradis lacking (e.g., the federal general fund
or the United Way), people give significantly lesgl are more likely to give zero.

Next, we present descriptive summary statisticedividual preferences, with an eye to
the differential impact of targeting on willingnesscontribute to government and to charity.
Participants can be categorized into four typesseéhwho strictly favor government, those who
strictly favor charity, those who give equal pagtamount to government and charity, and those
who give zero regardless of the types of orgaronati Table 3 presents the distributions of
these preference types. We focus on organizatisel¥allocations in the top panel (decisions
la-1b) since the patterns are similar to deciso(niiddle panel) and experiment 2 (bottom
panel).

We observe that the proportion of non-contribufodumn 4) decreases sharply from
46.3 percent for general purpose funds to 25.0gnerfor Cancer Research and Disaster Relief
(p < 0.01, McNemar's test for matched samples); topqrtion of contributors who give an
equal positive amount to government and charityeiases from 11.3 percent for general purpose
funds to 36.3 percent for Cancer Reseapch (0.01), and 30.0 percent for Disaster Relef (
0.01). This again illustrates the substantialease in willingness to give when contributions
target specific functions.

Comparing general purpose to Cancer Research,sediatl a shift of relative
preferences from charity to government — those sthotly prefer charity decrease from 37.5

percent to 26.3 percent, whereas those who stpedlfer government increase from 5.0 percent



to 12.5 percenfy(< 0.05), and those who give an equal positive arthimerease from 11.3
percent to 36.3 percert € 0.01). This implies greater positive impactiu# targeting feature
on giving to government than to charity, a hypothege will test further in the regression
analysis below.

[Table 3 about here]

Given the similar patterns shown across all expeniisy we again focus on organization
v. self allocations in experiments 1a-1b in theaesgion analysis of giving (Table 4) and the
likelihood of giving (Table 5). The analysis inla 4 uses a tobit model with observations
censored at $0 and $20, since 40 percent of caoiitiis are $0 and 3.5 percent are $20. The
analysis in Table 5 uses a logit model. Both wmBlgare some common features. The analysis is
conducted separately for government agencies (cul¥8) and private charities (columns 4-6),
pooling data for the two targeted causes with #r@egal purpose category.

Columns 1 and 4 include only an index variabledéded causes” with the general
purpose category omitted. The coefficient of trasable measures the average effect on
contributions or the likelihood of giving of allomg individuals to control the use of their funds.
Columns 2 and 5 further control for subjects’ pptmmns of the organizations: whether the
organization serves amportant causewhether it is good organizationand whether it needs
additional resources The variablegmportant CausendAdditional Resourceare constructed
directly from responses to survey questions 1 afgé Appendix D). The variab&ood
Organizationis derived from a single factor comprised of thitees —trust (Question 2)guality
of work(question 5), anéfficiency(question 7) of the organization.Confirmatory factor
analysis with a varimax rotation shows that thésee items load together on the same factor

(eigenvalue = 1.88) and there is no other factdn an eigenvalue above 1. This gives us

15 Questions 3 and 4 were not applicable for theriddgeneral fund and the national United Way.



confidence that these items are common to a sfagter!® We use the resulting factor scores
for our measurezood Organization Columns 3 and 6 also include demographic vaegblich
as gender, race, age, college major, and polai#iation, with male, Caucasian, non-
economics/business majors, and Democrat in theedategorie$’

In columns 7-9 we pool data for government ageranekprivate charities (the omitted
category). Including the interaction tetargeted causes*governmeaitows us to examine the
differential impact of the targeting feature on thwe types of organizations. Similarly, the
interactions between the perception variables,(@gortant andgood organizatiohand the
government dummy allow perceptions to affect givimgiovernment and private charities
differently® For all the analysis standard errors are cludterethe individual level, and
marginal effects are reported.

[Table 4 about here]
[Table 5 about here]

The marginal effect of “targeted causes” in colurbs$ of Table 4 suggests that out of
the $20 endowment participants give between $2n6258.22 more to the two government
agencies for Disaster Relief and Cancer Reseaarhtththe federal general furol< 0.01).

This is an increase of between 156 and 192 peocmenpared to $1.68, the average contribution
to the federal general fund. The two private dhewifor Disaster Relief and Cancer Research

receive between $1.25 and $2.29 more contributicens the average amount to the national

' The eigenvalues of other factors are -0.13 arih;Gespectively. We refer the readers to Browr)630and
Harrington (2008) for a detailed description of tomfirmatory factor analysis. Here we outline hiovs
implemented in our study.

" We did not include income variable due to lotsnigsing values and lack of income variation in sample.
Only 57 out of 80 subjects reported their annuebime, with 54 having annual income below $13,98€, &
subjects having income between $14,000 and $27,999.

18 The interaction term between the government duranaythe perception variable ‘need for additionabreces’
has insignificant effect on giving and the likeldtbof giving. Including or excluding this interamt term does not
affect estimates of other variables.



United Way $3.69, equivalent to an increase in rdoutions of between 34 and 62 percent.
Results in Table 5 on the likelihood of giving amnsistent. For both government and charity,
subjects are significantly more likely to give t@anizations with targeted causes than to general
purpose funds. The increase in the likelihoodiwihg is between 30 and 34 percentage points
(p < 0.01) for government, and between 15 and 2lep¢age pointsp(< 0.01) for charity. This

leads to Result 2.

Result 2: For both government and charity, the am@f voluntary contributions and the
likelihood of voluntarily giving are significantlyigher for organizations with specific functions

than to general funds.

Result 2 for government organizations is consistétit findings in Alm et al. (1993).
They find in a series of lab experiments on tax glemnce behaviors that individuals respond
positively when tax proceeds are directed to pnogréhey approve of.

In the pooled analysis (columns 7-9 in Tables 4%ndhe interaction terargeted
causes*governmemnters with a positive and significant sign, suslige that the targeting
feature increases contributions and the likelihobdontributing more substantially for
government agencies than for private charitieggdtang increases contribution to government,
relative to private charities, by additional amoah$1.92- $2.23 (columns 7-9 of Tablepks
0.01); it increases the likelihood of giving by &duhal 11.6 to 15.6 percentage points (columns

7-9 of Table 5p < 0.05). This leads to Result 3.



Result 3: Targeting increases participants’ voanytcontributions and the likelihood of

voluntarily giving to government more significanthan to private charities.

Subjects’ perceptions also influence giving. Bgiegceived as serving an ‘important’
cause significantly increases contributiops(0.01, columns 2-3 in Table 4) and likelihood of
contributing to governmenp(< 0.10, columns 2-3 in Table 5), and the impagrésater than on
giving to charity (as shown by the marginal effetimportant*governmenip < 0.05 in columns
8-9 of Table 4 and column 8 of Tableps 0.10 in column 9 of Table 5). Being perceivedas
good organization- being trusted, providing good quality work, eiintly utilizing donations —
increases the likelihood of giving to private chiad p < 0.01, columns 5-6 in Table 5), and its
impact on private charities is greater than on gowent p < 0.01, as shown lyood
organization*governmerin columns 8-9 of Table 5). Willingness to gigehigher for women
than for meng < 0.05), and lower for economics/business majuas bther majorg(< 0.01).
Age and race has little impact on giving. Repubigand Independents/Others give more to
government relative to Democrafs< 0.10 in column 3 of Table 4); Independents/Giteee
more likely to give to both types of organizatidghan Democratg(< 0.05 in columns 3 and 6
of Table 5). But the political affiliations affegtving to government and to charities in similar
ways.

Experiment 1 allows for the possibility that sultgekeep all of the endowment, as
discussed at the beginning of this section, angbatantial fraction of subjects do so regardless
of the organization for each category (hereaft@n“contributors”, in contrast to “contributors”
who make one or more contributions to an orgaromati Since non-contributors’ preferences

over government versus charity can be observdueigdvernment-charity allocation in



Experiment 2, this allows us to study whether tlative preferences for the two types of
organizations differ between contributors and nontgbutors. Figure 2 shows the average
contributions to government and charity in Expenitria Although the difference in
contributions between government and charity isliemior the non-contributors than for the
contributors, none of the differences are staafiiisignificant ¢ > 0.10). This suggests that
they share similar preferences over governmenpanete charity.

Overall, the results in this section highlight thegential value of providing new
mechanisms for taxpayers to voluntarily make damatito specific government organizations.
Voluntary donations such as these may be a uadfiitional source of funding for causes that
are seen as salient and important to taxpayerswiWeevisit these results when discussing

policy implications in the conclusion.

V. Conclusion
In this paper we compare targeted giving and giving general fund for both private charities
and government (i.e., voluntary taxation). We fihdt people will give to government agencies,
including a general federal fund, paying a voluntax to the government. While contributors
favor private charities over government agenciesbbth types of organizations they show both
a greater willingness to give and greater gengrogigiving when they can target their gift for a
specific cause. In addition, targeting has a graatpact on giving to government organizations
as compared to private charities.

We acknowledge that college students may not belde subject pool for studying
voluntary taxation since they are, on average, geuand less experienced with the income tax

system relative to the general taxpaying publiowlver, since our results are mostly based on



comparative statics — the comparisons across tjpaganizations, and targeted causes vs.
general purpose — they are likely hold at leastigi@ely in the field.

Our results support the use of targeting oppdramby both private charities and
government agencies. In one sense giving to afgppivate charity is a form of targeting, and
our results confirm that this system encourageatgreiving than only permitting unrestricted
giving to a clearinghouse such as the United Wdgny specific charities permit even more
refined degrees of targeting, allowing donors tedtitheir contributions to specific needs or
causes served by the charity; for example, manyeusities accept donations directed towards
particular departments or for specific purposes,(scholarships or athletics). However, the
ability of donors to target their contributionsnist always evident. Making this option more
obvious is likely to generate greater overall givin

Although targeted giving to private charities isahuhe norm, giving to government
(voluntary taxation), while sometimes possibldinsted and less well-known. As noted in the
introduction, individuals have been able to makesgo the federal government’s general
revenue fund since 1843, and giving to reducedleral debt has been possible since 1961,
although contributions to these funds are a tiagtion of the federal budget. ‘Check-off’
programs at the state level target funds for spec#uses, and are the most important source of
voluntary donations. However, it is difficult evemfind ways to give directly to specific
government organizations or functions. A simplansparent mechanism to facilitate such
giving, along the lines of DonorsChoose.org, cddde a positive impact on the current fiscal

crisis in the US by making ‘crowd funding’ of gowenent projects possible.

9 The difficulty making targeted gifts to universigpartments may be deliberate; university adnatists may
prefer unrestricted giving (i.e., giving to a geaddund) for the freedom to allocate revenues ay tee best.



For governments, especially the federal governntbatoption to target voluntary
contributions appears to be greatly underutiliz€dirrently, while giving to governments may
be possible in a few cases, it is spotty, incoremnand poorly publicized — the only direct
appeals made are annually when taxpayers are congplbeir federal and state tax forms. The
Hurricane Katrina and Gulf oil spill are two exampwhere targeted giving to government
organizations could have been an effective mechafos raisingadditionalrevenue. Natural
and man-made disasters place immediate and sigmiftiemands on government budgets, both
in the short-run (e.g., emergency relief) and mltng-run (e.g., rebuilding and environmental
recovery). There are many funds available to helgpfe in the short term (e.g., American Red
Cross, federal disaster relief funds, etc.), batdrare few to help them in the long run, and few
avenues to donate for long term recovery (techisighitions, research, etc.) If the government
were to set up and publicize such a fund, our tesulggest people would be willing to give

more to government beyond their required tax pagmen



Appendix A: Description of Organizations

= -

Purpose Area Served Government Agency Non-Government Charity
Cancel United State | National Cancer Institute Gift American Cancer Society (ACS)
Research Fund A non-profit organization for cancer
Part of the National Institutes of research, education, advocacy and
Health. Itis the federal service. Its goal is to prevent cance
government’s principal agency for | save lives, and diminish suffering froi
cancer research, training, and cancer.
treatments in clinical practice.
Disaster United State | Corporation for National and American Red Cross Disaster Relief
Relief Community Service Disaster Relief| Fund
Fund A non-profit charity that focuses on
An independent federal agency providing aid to disaster victims
whose efforts focus on meeting nationwide. It meets people’s
people’s immediate emergency immediate emergency disaster-caused
disaster-caused needs. It also needs for shelter, food, and health
provides strategic critical support tg services.
volunteer organizations.
Genera United State | Gifts to the United State: United Way
Fund A fund run by the Department of the A national network of nearly 1,300

Treasury established to accept
unconditional gifts from individuals.
Money in this account is for general
use by the federal government and
available for budget needs.

organizations that work to advance the
common good by addressing the

| underlying causes of most significant
igssues.




Appendix B. Sample Instructions and Allocation Foms

INSTRUCTIONS for EXPERIMENT 1

You are going to participate in a study of decisiweking. The study will last about 60 minutegou will receive
compensation based on the decisions you make, wiilidie paid to you in cash at the end of the gtudHow your
decisions affect your compensations is explainéaibe

For today’s experiment | will select a MONITOR whil be paid $20.00 for helping me with the expegith The
MONITOR is responsible for verifying that all theaisions are made according to the instructiofise MONITOR is
also responsible for making sure that any monewtéolto organizations in the course of the expettiraetually gets
mailed to the organization. At the end of theezixpent the MONITOR will sign a form verifying thatocedures were
followed as described in the instructions.

Each of you has been given a set of INSTRUCTIONSCISION SHEETS, an ENVELOPE and an INDEX CARD. To
insure the anonymity of your decisions, each of lyasl been assigned randomly a five-digit code numBais number is
written on an index card that has been distribtdggeu. Please keep this card: it is your claim check tkpip your
earnings. You will collect your compensation by turning ingltode number.

Please take this time to check that the code nuisitiee same on your INSTRUCTIONS, DECISION SHEETS,
ENVELOPE and INDEX CARD.

Allocation Problems

For this study, you will make decisions in a sedkallocation problems. In each allocation penblyou are paired with
one or multiple organizations. These organizateme eithegovernment agencies anon-governmental charitiesThe
government agenciese either U.S. federal government or the Texae government agencies. Tian-government
charitiesalso serve different geographic areas and cotrardhe U.S. or the State of Texas. A briefmany of each
organization is provided on your DECISION SHEETSalutwe will go over later.  You may also refethe separate
greensheets for more detailed descriptions of thesanizgtions.

For each allocation problem you are given an endentnie., an initial amount of money, by the ekpenter. You are
asked to allocate this money between yourself laadtganization or organizations you are pairet feit that problem.
One of the allocation decisions you make will besgn at random to determine the paymerou will be paid in cash the
amount you allocated to yourself in that decisiorhe organization you are paired with for the chodenision will
receive a check for the amount you allocated tmthe

Let’s look at two examples of allocation problersgtzey will appear on your DECISION SHEETS.

Example 1
In Example 1 below you are matched with Naional Cancer Institute Gift Funé federal government agency that

serves the entire nation of the U.S. Supposeythatinitial endowment is $10.00. You must de/itis amount between
this organization and yourself. You can keefll,ikaep some and pass some, or pass it all.inBance, suppose you
elect to pass $7.00 and keep $3.00. | have fitidgkde table to show how you would indicate thagice. If this were
your decision, thé&lational Cancer Institute Gift Fundould receive $7.00 and you would earn $3.00.

Organizations’ Purpose Area Served
Cancer Research and Prevention U.S.

Government or Non-

Problem Recipients government Endowment Amount

Organization

National Cancer Institute Gift Fund

Government agenc 10.00 7.00
Part of the National Institutes of Health. Ithe federal gency $ $




government’s principal agency for cancer research,
training, and treatments in clinical practice.

Myself
Self $3.00

Example 2
Now let’s look at Example 2. In this problem yge anatched with thelousing Trust Fungda Government agency

serving the State of Texas, and Thexas State Affordable Housing Corporation (TSAHOYon-government charity
serving the State of Texas. For this problempsag that you must divide $15.00 between this gorent agency, non-
government charity and yourself. You can alloedttesome or none of the endowment to each patar instance,
suppose you elect to allocate $6.75 toHbesing Trust Fund$2.25 to th@exas State Affordable Housing Corporation
(TSAHC)and $6.00 to yourself1 have filled in the table to show how you wouidicate that choice. If this were your
decision, thHousing Trust Fundvould receive $6.75, thBexas State Affordable Housing Corporation (TSA#G)Id
receive $2.25 and you would receive $6.00 in cash.

Organizations’ Purpose Area Served
Low-Income Housing Support Texas

Government or Non-

Problem Recipients government Endowment Amount

Organization

The Housing Trust Fund

An independent state fund. It is the governmegifsrt Government agency $6.75
to create affordable housing for low and very lomame
individuals and families.

The Texas State Affordable Housing Corporation

(TSAHC)
A non-profit that serves the housing needs of losvy Non-govgrnment $15.00 $2.25
low and extremely low-income Texans and other charity )
underserved populations who do not have comparable
housing options through conventional financial ciels.
Myself

Self $6.00

Note, on your DECISION SHEETS you will have allaoatproblems similar to those abovén all cases you may
choose any amount to keep to yourself and any artmpass to the organization or organizations, tt total amount
you allocate mustqual your endowment. The decision is up to you.

To help preserve anonymity, please seal your INSTRONS and DECISION SHEETS in the envelope providbeen
you are done. Raise your hand and an experimeiiteome by.

Payments

We will choose one decision for payment. Thaigew is chosen randomly, as follows. After yoaka your decisions,
you will raise your hand and the experimenter @aline to your carrel. You will pick one chip ofitacbag to determine
which allocation decision will be paid. There &Beallocation decisions, so there are 15 chipshaued 1-15 in the bag.
The number you draw will correspond to the chodlexation’s problem number. For example, if yoawl 12 then the
12" decision in the decision sheets will determinerymyment and the amount that your paired orgaaizat
organizations receive (in this case that decisidhe allocation of the endowment between the Catioo for National
and Community Service Disaster Relief Fund, the Aeaa Red Cross Disaster Relief Fund and yoursélfie
experimenter will record the number drawn on yawetope.




Since you will not know in advance which of youpehtion decisions will be chosen for paymens itiportant for you
to make each decision as if it is the one thatlvélchosen.

Once everyone has completed these tasks, thewtilidgntinue. Please be patient as others atdngaheir allocation
decisions and are determining which allocationsieciwill determine their payment.

As a note, at the end of the study you will pickyopr compensation. There will be an envelope yailr code number
onit. You will show the index card to the MONDR as you pick up your envelope. Note the MONITI®Rot the
person that will put your payment into the envetopdience any decision you make will in no wayitdeed directly back
to you.

The MONITOR will also observe the experimentergwdaiting the total donation to each of the orgaitina. The
experimenters will make out checks for these ansoantl the MONITOR will place them in addressedstathped
envelopes. The experimenter and the MONITORguilto the nearest mailbox and drop the enveloptgimailbox.
If you wish to remain after the experiment to lelaoav much has been donated to each organizatiotoaradlify that the
checks were mailed, you are welcome to do so.

If you have any questions about the procedureaselask now.

DECISION SHEETS for EXPERIMENT 1

Note that there are 5 pages of 15 allocation detisio be made. It is important that you payfohegtention to the
information provided on the government agencigb®@non-government charities as you make eachiolecis

Notice that for each allocation problem in eaclegaty you are either given an endowmer#2or $30 And you must
make a decision for each problem on how much oétitmwment to keep for yourself and how much ts pashe
organization. The amounts for each allocationsttat must add up to $20 or $30.

Remember that you can allocate your endowmentyimary you like. The total amount allocated icteallocation
decision must add up to the endowment but eacpieatiin the decision does not necessarily havedeive any money.
You can allocate all, some or none of the endownteeach recipient.  The choice is up to you.

Recall that one of your allocation decisions wél ¢hosen at random to determine payments. Ybhengaid in cash and
the organization or organizations will receive achk based upon your decision in the chosen allacgroblem.

When you are done with all allocation problemsagpéeseal the INSTRUCTIONS and DECISION SHEETSen th
provided envelope. Then raise your hand and pargrenter will come to let you draw a chip outlad bag. Keep the
INDEX CARD with your code onit. You may also kethegreeninformation sheets, if you wish.



For these problems, you are matched gitiernment agenciegandnon-government charitieswhich serve the entirtate of Texas Any money you pass will be
mailed to the organization randomly selected aetiteof the experiment.

For the next set of problems, the following is true

Organizations’ Purpose

Area Served

Education Texas

Organizations’

Government or

Problem Recipients Non-government | Endowment | Amount
Purpose L
Organization
The College for Texans Campaign.
Funds the Texas Higher Education Coordinating Boaftie Board’s mission is to Government
enhance the Texas education system (K-12) to isertree percentage of students college  agency
la $20.00
bound.
Myself
y Self
Texas Parent Teacher Association (PTA)
A non-profit organization consisting of educatgrarents and the general public. It Non-government
unites efforts to achieve the highest possible atime for all children. charity
1b 20.00
Myself $
Self
Education
The College for Texans Campaign.
Funds the Texas Higher Education Coordinating Boaftie Board’s mission is to Government
enhance the Texas education system (K-12) to ierti® percentage of students college ~ 89€ncy
bound.
Texas Parent Teacher Association (PTA)
1c A non-profit organization consisting of educatqrarents and the general public. It Non-government $30.00

unites efforts to achieve the highest possible atioe for all children.

charity

Myself

Self
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For these problems, you are matched gitiernment agenciegandnon-government charitieswhich serve the entirtate of Texas Any money you pass will be
mailed to the organization randomly selected aetiteof the experiment.

For the next set of problems, the following is true

Organizations’ Purpose Area Served

Low-Income Housing Support Texas

Organizations’

Government or

Problem Recipients Non-government | Endowment | Amount
Purpose L
Organization
The Housing Trust Fund
. . . Government
An independent state fund. It is the governmesiffsrt to create affordable housing for agency
low and very low income individuals and families.
la $20.00
Myself
Self
The Texas State Affordable Housing Corporation (TSAC)
A non-profit that serves the housing needs of leavy low and extremely low-income | Non-government
Texans and other underserved populations who dbawat comparable housing options charity
1b through conventional financial channels. $20.00
Low-Income Myself
Housing Self
Support
The Housing Trust Fund
. . . Government
An independent state fund. It is the governmesiffsrt to create affordable housing for agency
low and very low income individuals and families.
The Texas State Affordable Housing Corporation (TSAC)
A non-profit that serves the housing needs of lsvy low and extremely low-income | Non-government
1c _ . . . $30.00
Texans and other underserved populations who dbawa comparable housing options charity
through conventional financial channels.
Myself
Self
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For these problems, you are matched wiihernment agenciesindnon-government charitieswhich serve the entirdnited States Any money you pass will be mailed to
the organization randomly selected at the endeoéitperiment.

For the next set of problems, the following is true

Organizations’ Purpose

Area Served

Cancer Research and Prevention

u.s.

Organizations’

Government or

Problem Recipients Non-government | Endowment | Amount
Purpose L
Organization
National Cancer Institute Gift Fund
. . . , A Government
Part of the National Institutes of Health. Ithe federal government’s principal agency for
- . N agency
cancer research, training, and treatments in elirgcactice.
la Myself $20.00
Self
American Cancer Society (ACS)
A non-profit organization for cancer research, edion, advocacy and service. Its goal is o Non-government
prevent cancer, save lives, and diminish suffefiom cancer. charity
1b Myself $20.00
Cancer Self
Research ang
Prevention . : :
National Cancer Institute Gift Fund
Part of the National Institutes of Health. Ithe federal government’s principal agency for Government
cancer research, training, and treatments in elirgractice. agency
American Cancer Society (ACS)
1c A non-profit organization for cancer research, etiion, advocacy and service. Its goal is to Non-government $30.00
prevent cancer, save lives, and diminish suffefiom cancer. charity
Myself
Self
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For these problems, you are matched wiihernment agenciesindnon-government charitieswhich serve the entirdnited States Any money you pass will be mailed to
the organization randomly selected at the endeoéitperiment.

For the next set of problems, the following is true

Organizations’ Purpose Area Served

Disaster Relief u.S.

Organizations’

Government or

people’s immediate emergency disaster-caused rieeslselter, food, and health services.

charity

Myself

Self

Problem Recipients Non-government | Endowment | Amount
Purpose L
Organization
Corporation for National and Community Service Disaster Relief Fund
An independent federal agency whose efforts focusieeting people’s immediate
; It Government
emergency disaster-caused needs. It also prostdaegic critical support to volunteer a0enc
organizations. gency
la $20.00
Myself
Self
American Red Cross Disaster Relief Fund
A non-profit charity that focuses on providing #addisaster victims nationwide. It meets| Non-government
people’s immediate emergency disaster-caused rieeslselter, food, and health services. charity
1b $20.00
. Myself
Disaster Y Self
Relief
Corporation for National and Community Service Disaster Relief Fund
An independent federal agency whose efforts focusmeeting people’s immediate
; SR Government
emergency disaster-caused needs. It also prosigEggic critical support to volunteer agenc
organizations. gency
American Red Cross Disaster Relief Fund
1c A non-profit charity that focuses on providing &iddisaster victims nationwide. It meets| Non-government $30.00

30




For these problems, you are matched giitiernment agenciesindnon-government charitieswhich serve the entirdnited States Any money you pass will be
mailed to the organization randomly selected aetitkof the experiment.

For the next set of problems, the following is true

Organizations’ Purpose Area Served
General Fund United States
Organizations’ Government or
gPur ose Problem Recipients Non-government | Endowment | Amount
P Organization
Gifts to the United States
A fund run by the Department of the Treasury esthbl to accept unconditional gifts from
1 individuals. Money in this account is for generak by the federal government and is Government agenc $20.00
a available for budget needs. )
Myself Self
United Way
A national network of nearly 1,300 organizationattwork to advance the common good lpy NOn-government
1b addressing the underlying causes of most signifissues. charity $20.00
General Fund Myselt Self
Gifts to the United States
A fund run by the Department of the Treasury esthbl to accept unconditional gifts from Government agenc
individuals. Money in this account is for genarak by the federal government and is gency
available for budget needs.
1c | United Way $30.00

A national network of nearly 1,300 organizationattivork to advance the common good by Non-government

addressing the underlying causes of most significsaes.

charity

Myself

Self




INSTRUCTIONS for EXPERIMENT 2

For this part of the study, you will make decisifmsa different series of allocation problems.ebch allocation
problem you are paired with two organizations. €ach allocation problem you are given an endownnentan initial
amount of money, by the experimenter. You aredskeallocate this money between the organizatjonsare paired
with for that problem. Note that you can not alkecar keep any money for yourself. One of thecalion decisions a
participant in the room makes will be chosen atloam and both organizations will receive the amaliotated to them
in that decision.

These organizations benefit one of the categaies the first part of the experimers before, these organizations are
eithergovernment agencies non-governmental charitiesSThe government agenciese at either U.S. federal
government or Texas state government agenciesndriigovernment charitieslso serve different geographic areas
and cover either the U.S. or the State of Texabrigf summary of each organization is providedyoar DECISION
SHEETS which we will go over later. You may alster to the separatgeensheets for more detailed descriptions of
these organizations.

Let’s look at an example of the type of the all@aproblems as they will appear on your DECISIGREETS in this
part of the experiment.

Example
In this problem you are matched with tBellege for Texans Campaiga Government agency serving the State of

Texas, and th&exas Parent Teacher Association (P,TéAjon-government charity serving the State of$exor this
problem, suppose that you must divide $10.00 betds government agency and non-government chayiby can
allocate all, some or none of the endowment to eagdnization. For instance, suppose you elealidoate $4.12 to
the College for Texans Campaigmd $5.88 to th€exas Parent Teacher Association (PTApave filled in the table to
show how you would indicate that choice. If thisrevyour decision, th€ollege for Texans Campaigvould receive
$4.12 and th@exas Parent Teacher Association (PWauld receive $5.88.

Example:
Organizations’ Purpose Area Served
Education Texas
Government
Problen Recipients go?/re,r\lnogent Endowment | Amount

Organization

The College for Texans Campaign.

Funds the Texas Higher Education Coordinating Bodiite Government $4.12

Board’s mission is to enhance the Texas educayistes (K- agency

1 | 12) to increase the percentage of students catiegad. $10.00
Texas Parent Teacher Association (PTA) N
. N S on-
A non-profit organization consisting of educatgarents and overnment $5.88
the general public. It unites efforts to achidve highest 9 . )
. . : charity
possible education for all children.

Payments

In this part of the experiment, one decision frame participant in the room will randomly be chogarpayment. The
participant’s allocated amounts in this decisiol @ sent to the organizations. The MONITOR wilhounce which
decision but not the amounts and verify that thewats are sent. If one of your decisions is chogammay check to
be sure the correct amount are sent to the aplgioagpanizations, if you wish.
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After completing these tasks, the experimentershaitd out a surveyPlease check to be sure the five-digit code
number on the survey form and your index card lageseme. The survey will be used for research purposes anty
your answers will in no way be directly linked baokyou.

As a reminder, if you wish to remain after the ekpent to learn how much has been donated to egemiaation and
to verify that the checks were mailed, you are amele to do so.

If you have any questions about the procedureaselask now.

DECISION SHEETS for EXPERIMENT 2

Note that there are 5 allocation decisions to béemdt is important that you pay careful attentiothe information
provided on the government agencies or the nonrgment charities as you make each decision.

Notice that for each allocation problem in eaclkegaty you are given an endowmen$af. And you must make a
decision for each problem on how to allocate thimey between the organizations you are pairedfaiitthat problem.
The amounts for each allocation decision must gdm $20.

Remember that you can allocate your endowmentyimary you like. The total amount allocated inteatocation
decision must add up to the endowment but eacpieatiin the decision does not necessarily havedeive any
money. You can allocate all, some or none of titme/ment to each recipient. The choice is up to yo

Recall that one participant’s allocation decisiondl be chosen at random to determine payment ofjanizations
will receive a check based upon your decisionéndmosen allocation problem.

When you are done with all allocation problemsagteraise your hand and an experimenter will tectoyour
DECISION SHEETS and INSTRUCTIONS. You will be hadd/our survey to fill out. Keep the INDEX CARDti
your code on it and thgreeninformation sheets.

For these problems, you are matched watiernment agencieandnon-government charities
Any money you pass will be mailed to the organtratandomly selected at the end of the
experiment.

For the next problem, the following is true:

Organizations’ Purpose Area Served
Cancer Research and Prevention u.S.
Organizations’ o Government or
Purpose Problem Recipient Non-gov.ernlment Endowment | Amount
Organization

National Cancer Institute Gift Fund
Part of the Natiqnal_ Institutes of Health. Ithmelfedera] Government agency

Cancer government’s principal agency for cancer researaming,

Research and 2 and treatments in clinical practice. $20.00
Prevention American Cancer Society (ACS)

A non-profit organization for cancer research, etdion, Non-government
advocacy and service. Its goal is to prevent casese charity
lives, and diminish suffering from cancer.

For the next problem, the following is true:
| Organizations’ Purpose Area Served |
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Disaster Relief

u.S.

Organizations’

Government or

Problem Recipient Non-government | Endowment | Amount
Purpose L
Organization
Corporation for National and Community Service
Disaster Relief Fund
An independent federal agency whose efforts focus o
: L . . Government agenc
meeting people’s immediate emergency disaster-dause
. needs. It also provides strategic critical suppmktolunteer
DFIQSe?iS;f r 2 organizations. $20.00
American Red Cross Disaster Relief Fund
A non-profit charity that focuses on providing &iddisaster
- . ) S . Non-government
victims nationwide. It meets people’s immediate charit
emergency disaster-caused needs for shelter, émad, y
health services.
For the next problem, the following is true:
Organizations’ Purpose Area Served
Education Texas
Organizations’ Government or
9 Problem Recipient Non-government | Endowment | Amount
Purpose L
Organization
The College for Texans Campaign.
Funds the Texas Higher Education Coordinating Board
The Board’s mission is to enhance the Texas educati Government agenc
system (K-12) to increase the percentage of stedmiiege $20.00
Education 2 bound. ’
Texas Parent Teacher Association (PTA)
A non-profit organization consisting of educatqarents Non-government
and the general public. It unites efforts to achithe charity
highest possible education for all children.
For the next problem, the following is true:
Organizations’ Purpose Area Served
Low-Income Housing Support Texas
Organizations’ Government or
Problem Recipient Non-government | Endowment | Amount
Purpose L
Organization
The Housing Trust Fund
An independent state f_und. Itis the governmeaf_fd’srt 10 | Government agenc
create affordable housing for low and very low imeo
Low-Income individuals and families. $20.00
Housing 2 The Texas State Affordable Housing Corporation :
Support (TSAHC)

A non-profit that serves the housing needs of ioavy low
and extremely low-income Texans and other undeeskerv
populations who do not have comparable housingogti

through conventional financial channels.

Non-government
charity

For the next problem, the following is true:
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Organizations’ Purpose

Area Served

General Fund

United States

Organizations’

Government or

Problem Recipient Non-government | Endowment | Amount
Purpose L
Organization

Gifts to the United States

A fund run by the Department of the Treasury esthbt to

accept unconditional gifts from individuals. Mornieythis | Government agency

account is for general use by the federal govertmea is
GlfSr?(;al 2 available for budget needs. $20.00

United Way

A national network of nearly 1,300 organizationatttvork
to advance the common good by addressing the wjrtgr
causes of most significant issues.

Non-government
charity
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Appendix C: Comparison of Organization-Self Allocatons with Li et al. (2011)

. This stud:

Li‘etal.(2011) (Experiment ia—lb)
Cause (level) government charity p-value government charity p-value
Cancer research (national) $5.61 $7.89 0.00 $5.52 $6.25 0.06
Disaster relief (national)  $5.02 $8.76  0.00 $4.04 $5.39 0.00

Note: p-values of 2-side test of means are reported

Appendix D. Post-Experimental Survey on Perceptianabout Organizations
The first question was asked once for each function
1. To what extent do you agree or disagree that stipgazancer research and prevention is an
important cause? (1=strongly disagree, 5 = strongly agree)

The following questions were asked separatelydoheype of organization (e.g., education enhanceew
income housing support, cancer research and présenand disaster relief). Questions 2, 5, 6, @ndere asked
of the federal government in general and the natidevel United Way.

2. How much do yourust the following organizations in providing cancesearch and prevention?
(1=strongly distrust, 5=strongly trust)

3. To what extent do you agree or disagree that teigheacancer research and prevention is the
responsibility of the following organizations? (1=strongly disegyr5=strongly agree)

4. How manyresourcesdo you think the following organizations spend @ty in cancer research
and prevention? (1=low spending, 5=high spending)

5. Please evaluate thgriality of the work done by the following organizations in supportaancer
research and prevention. (1=poor, 5=excellent)

6. How manyadditional resourcesdo you think the following organizations need mder to
provide better cancer research and preventiont{géxkesources, 5=lots of resources)

7. How confident are you that donations to the follogvcancer research and prevention
organizations will be usegfficiently? (1=not very confident at all, 5=very confident)
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Appendix E: Summary Statistics on the Perceptionsf National Organizations

Perception Means (Std. Dev.)

Q1: Q2: Q3: Q4. Q5: Q6: Need Q7:
Important Trust Responsibility | Resources Quality additional Efficiency
cause resources
General Fund
Gifts to U.S.
Government 4.20 (0.80 2.94 (1.09)) - - 2.8580.9] 3.20(1.23) 1.93(1.16)
United Way 3.98 (0.86 3.50 (0.80 - - 3.34 (0)78 3.93 (0.87) 3.34(0.99)
Cancer Research| 4.69 (0.52)
Government 3.71 (0.96 4.01(1.19) 3.47 (3.143.41 (0.92) | 4.00(0.93)) 3.28(1.26
Private charity 3.98(0.78) 3.91(0.86) 4.09%0) | 3.76 (0.88)| 4.36(0.68|) 3.74(1.21
Disaster Relief 4.34 (0.76)
Government 3.01 (1.16 4.50 (0.90) 3.43(3.122.79(1.14) | 3.46(1.22) 2.73(1.22
Private charity 3.91(0.92) 3.86(0.87) 3.80%0) | 3.68(1.02)| 4.19(0.83|) 3.64(1.08

Note: Standard deviations are in the parentheses.
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Table 1: Target Organizations

Causes Service area Government agencies Private charities

General purpo¢  Nationa Gifts to the United State The United Wa

Cancer resear  Nationa National Cancer Institute Gift Fu AmericanCancer Socie

Disaster relie Nationa Corporation for National and Commun American Red Cross Disas!
Service Disaster Relief Fund Relief Fund

Table 2: Types of Allocation Decisions
Decision Endowment Allocation Decisions

Experiment 1 la $20 Self vs. government agency
1b $20 Self vs. charity
1c $30 Self, government and charity
Experiment 2 2 $20 Government vs. charity
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Table 3: Distribution of Subjects’ Preferences

Self-Organization Allocation Decisions in 1a-1b (%)

Causes (1) . .(2) ) . ) .

Gov > Charity Charity > Gov  Gov = Charity > 0 Gov = Charity = 0
General purpose 5.0 37.5 11.3 46.3
Cancer research 12.5 26.3 36.3 25.0
Disaster relief 5.0 40.0 30.0 25.0
Average of targeted causes 8.8 33.1 33.1 25.0
Average of all categories 7.5 34.6 258 32.1

3-Way Allocation Decisions in Experiment 1c¢ (%)

Causes (1) . .(2) ) . 4) .

Gov > Charity Charity > Gov  Gov = Charity > 0 Gov = Charity = 0
General purpose 2.5 35.0 15.0 47.5
Cancer research 13.8 28.8 325 25.0
Disaster relief 7.5 38.8 28.8 25.0
Average of targeted causes 10.7 33.8 30.7 25.0
Average of all categories 7.9 34.2 25.4 32.5

Government-Charity Allocation in Experiment 2 (%)

Causes (1) . .(2) ) . ) .

Gov > Charity Charity > Gov  Gov = Charity > 0 Gov = Charity = 0
General purpose 7.5 75.0 17.5 0
Cancer research 20.0 425 37.5 0
Disaster relief 12.5 67.5 20.0 0
Average of targeted causes 16.3 55.0 28.8 0
Average of all categories 13.3 61.7 25.0 0

Note: The last column in the third table is zeradegign.
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Table 4: Unconditional Giving

@) ) 3 4 5) (6) ™ 8 )
Organization type gov gov gov charity charity chari all all all
Targeted causes yes yes yes yes yes yes yes yes yes
Perceptions yes yes yes yes yes Yes
Demographics yes yes Yes
targeted causes 3.222%%  2.694%*  2.623** 228% 1.311*  1.249*  2.064*** 1.191* 1.133*
(0.441) (0.460) (0.432) (0.415) (0.528) (0.523) .3®®) (0.469) (0.457)
important cause 1.645%*  1.667** A7 0.941* 0.74 0.910**
(0.539) (0.510) (0.538) (0.501) 4@%) (0.444)
good organization 0.228 0.501 72.0 1.221* 1.116* 1.205*
(0.549) (0.510) (0.741) (0.695) 6@b) (0.602)
additional resources 0.403 0.237 1.012* 8.79 0.612 0.426
(0.342) (0.372) (0.612) (0.685) (0.396) (0.441)
government -2.875%*  -6.953**  -6.564***
(0.619) (2.112) (2.071)
targeted causes*gov't 1.918%* 2.189%* 2.298
(0.676) (0.756) (0.727)
important*gov't 1.088** 0.981**
(0.500) (0.478)
good organization*gov't -0.95 -0.718
(0.671) (0.570)
female 2.021* 2.377* 2.183*
(0.851) (0.959) (0.858)
non Caucasian 1.337* 1.265 1.306
(0.809) (1.032) (0.883)
age 0.138 0.251 0.19
(0.182) (0.231) (0.198)
economics/business major -2.193*** -2.743** -2.492%**
(0.835) (1.125) (0.932)
Republican 3.065* 3.176 3.194*
(1.860) (2.071) (1.918)
Independent/Others 1.840* 1.895 1.915*
(0.949) (1.161) (1.006)
L.L.F. -505.6 -492.8 -476.0 -604.6 -592.1 -576.4 -1110.5 -1085.3 -1053.1
Observations 240 240 240 240 240 240 480 480 480
Number of person 80 80 80 80 80 80 80 80 80

Notes: Tobit model is used since the data are cedsat $0 and $20. The dependent variable is thenditional
giving. A constant term is included in the analySitandard errors are clustered on the individexglland reported in
parentheses. Marginal effects are reported. * Bagmit at the 10% level, ** significant at the 5&vél, *** significant

at the 1% level.
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Table 5: Likelihood of Giving

@) @)

®) (4)

®) (6) )

®) 9)

Organization type gov gov gov charity charity chari all all All
Targeted causes yes yes yes yes yes yes yes yes Yes
Perceptions yes yes yes yes yes Yes
Demographics yes yes Yes
targeted causes 0.338**  0.304**  0.361**  0.206** 0.153**  0.169**  0.221** 0.168*** 0.188**
(0.051) (0.057) (0.066) (0.044) (0.059) (0.064) .040) (0.062) (0.069)
important cause 0.090* 0.092* -0.049 -0.027 -0.042 -0.011
(0.053) (0.053) (0.046) (0.042) (0.048) (0.045)
good organization 0.015 0.071 0.183**  0.190*** 0.226*** 0.243***
(0.060) (0.063) (0.063) (0.064) (0.073) (0.072)
additional resources 0.039 0.030 0.089* 0.080 0.056 0.049
(0.041) (0.050) (0.054) (0.060) (0.041) (0.047)
government -0.234 % -0.614%* -0.552***
(0.047) (0.159) (0.182)
targeted causes*gov't 0.116** 0.127* 0.156**
(0.053) (0.062) (0.066)
important*gov't 0.124* 0.096*
(0.056) (0.057)
good organization*gov't -0.223*** -0.194***
(0.068) (0.066)
female 0.352%** 0.194** 0.281**
(0.104) (0.097) (0.095)
non Caucasian 0.187 0.173 0.184
(0.123) (0.108) (0.114)
age 0.021 0.006 0.014
(0.022) (0.018) (0.019)
economics/business major -0.325%** -0.343*** -0.349%**
(0.123) (0.125) (0.123)
Republican 0.229 0.186* 0.220*
(0.154) (0.106) (0.127)
Independent/Others 0.301** 0.235** 0.281*
(0.123) (0.1112) (0.111)
L.L.F. -153.6 -148.6 -128.2 -146.3 -131.3 -114.1 -299.9 -280.5 -243.5
Observations 240 240 240 240 240 240 480 480 480
Number of person 80 80 80 80 80 80 80 80 80

Notes: Logit model is used with the likelihood @figg as the dependent variable. A constant termdtsided in the
analysis. Standard errors are clustered on theithdil level and reported in parentheses. Margiffelcts are reported.
* significant at the 10% level, ** significant ate¢ 5% level, *** significant at the 1% level.
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Figure 1: Amount of Giving and Likelihood of Giving
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Figure 2: Giving in Experiment 2 (Government-Charity Allocations) by Subject Type
(The numbers of subjects in parentheses.)
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