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ARTICLE INFO ABSTRACT

JEL classification: Does wealth make people more selfish or more generous? While this question has been at the center stage of
D64 the research on charitable giving, causal evidence is lacking. We offer winners and losers of a large Ethiopian
D90 housing lottery the opportunity to give to charities. Winners experience a very large increase in wealth, yet
Keywords: they are not more likely to donate money. They give slightly higher amounts to charities in absolute monetary
Charitable giving value but nothing more in proportion to their income. We conclude that in this context charitable giving at the
Altruism extensive margin is insensitive to exogenous wealth changes and that wealthier people do not become more
Wealth selfish.

Ethiopia

1. Introduction

Humans are generous. In the U.S., in 2019 alone, charities received
more than USD 427 billion (Giving USA, 2019). Charitable giving is
not only common in rich countries. Low-income countries such as
Nigeria, Ghana and Uganda are now in the top 10 of the most charitable
countries, and in Ethiopia, where we conduct this study, more than a
third of the population donated money to a charity in 2020 (Charities
Aid Foundation, 2021). The market for charitable giving is expanding
and social scientists are striving to identify the factors that explain this
generosity (List, 2011).

Wealth and income are presumably first-order determinants of giv-
ing. The estimated correlation between income and charitable giving
varies a lot however, sometimes positive, sometimes negative, flat or
non-linear (see Meer and Priday, 2021, for a recent discussion of these
estimates). Selection bias, omitted variables, and measurement errors
are thought to explain these inconsistencies (Meer and Priday, 2021)
and the literature struggles to provide plausibly causal estimates of how
wealth affects charitable giving.

We bring new evidence on the causal effects of wealth by combining
a natural experiment that leads to large increases in individual wealth,

a housing lottery, with first-hand data collected two years later among
the winners and losers of the lottery. The housing lottery is part of a
large urbanization program providing highly subsidized apartments to
the poor through public lotteries. So far, more than 200,000 apartments
have been distributed through the lotteries. Winners experience a
very large increase in wealth (through real-estate ownership), and in
income (mostly through rentals). According to our estimates, winners
are twenty times wealthier than losers two years after the lottery.

We gave a random sample of winners and losers an opportunity to
give to charities. We used a modified version of the dictator game (Kah-
neman et al., 1986) where the winner, or loser, is the dictator and can
choose to give some of her endowment to a charity that we pre-selected.
This provides an opportunity to estimate the causal effect of winning
the lottery on charitable giving.

We find that, despite their much larger wealth, winners are not more
likely to give than losers and the groups give very similar amounts.
In both groups, 79 percent choose to give some of their endowment.
On average, the losers give ETB 18 (USD 1.91, PPP adjusted) out of
the ETB 50 (USD 5.30, PPP adjusted) endowment.?> The winners give
ETB 1.36 more on average and the difference is significantly different
from zero (p-value = 0.02). In proportion to their incomes, however, the
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winners do not give more than the losers. Both groups give on average
an amount equivalent to 21 percent of their daily income.

In order to interpret these results, and to claim that the richer
winners have become more or less generous, we need to clarify what we
mean with generosity and invoke some assumptions about preferences.
Using the classical impure-altruism model (Cornes and Sandler, 1984;
Steinberg, 1987; Andreoni, 1989, 1990), we can show that the evidence
is consistent with the claim that winning the lottery does not make peo-
ple more selfish. In particular, with a Cobb-Douglas utility function of
the form Uj(c;, G.g;) = c*G’ ¢! (with ¢; being the private consumption,
G the consumption of the charity’s output, a public good, and g;, i’s
own giving—the warm glow effect), the amount given is a constant
share of income. An increase in income leads to an increase in both
giving and consumption of the private good, but giving relative to income
only changes if the preference parameters a, # or y change. The fact
that the winners give slightly more, but give the same amount relative
to their income is therefore consistent with unchanged preferences, and
richer people giving more because they want to consume more of all
normal goods (including the charity’s public good and the warm glow
from giving), and not because they care more about the public good or
experience a warmer glow.

The claim that winning the lottery did not change the winners’
preferences is not only valid under the Cobb-Douglas assumption, but
comes from the more general assumption of homothetic preferences
(income elasticity of one). Is this a reasonable assumption? Several au-
thors have estimated the income elasticity of charitable giving (mostly
using US tax and survey data). The first important studies found income
elasticities of 0.76 to 0.99 (Feldstein and Clotfelter, 1976; Feldstein
and Taylor, 1976).> The most recent and complete analysis in that
strand of the literature uses the PSID and concludes that the percent of
income given is flat across the income distribution (Meer and Priday,
2021). Given the estimates found in the literature, it seems reasonable
to assume that the income elasticity of giving is equal to, or slightly
smaller than, one. If their preferences are unchanged, we should there-
fore expect the lottery winners to give the same share of income (or
slightly more). Hence, we interpret the fact that they give the same
share of income as evidence that their preferences have not changed.

Our findings contribute directly to the understanding of how chari-
table giving relates to wealth and income. While wealth and income
should clearly be first order determinants of giving, the empirical
investigation of their causal effects is still very limited. It is difficult to
find a setting in which the variation in wealth or income is exogeneous
to charitable giving and one can make firm causal claims.* This is why
the literature is so far limited to sampling richer and poorer people
and observe if they behave differently (Fisman et al., 2015; Smeets
et al., 2015; Andreoni et al., 2017a; Blanco and Dalton, 2019; Meer and

3 The well-known article of Randolph (1995) found a larger elasticity of
about 1.14-1.30, but Auten et al. (2002) estimate the elasticity at 0.87 with
an extended dataset.

4 Most of the previous research in fact focuses on other factors that
may influence giving. On the charities’ side, special attention is paid to the
effects of competition (Schmitz, 2021), earmarking (Fuchs et al., 2020), seed
money and refunds (List and Lucking-Reiley, 2002), lottery incentives (Landry
et al.,, 2006), matching grants (Karlan and List, 2007; Meier, 2007; Huck
and Rasul, 2011; Karlan et al., 2011; Charness and Holder, 2019), thank-you
gifts (Chao, 2017), payment modalities and characteristics of the donation
solicitors (Landry et al., 2006; Meer and Rosen, 2011; Soetevent, 2011), the
race of the recipients (Fong and Luttmer, 2011) and increased information
about recipients more generally (Fong and Oberholzer-Gee, 2011; Null, 2011).
On the donors’ side, research examines the importance of identity (Kessler
and Milkman, 2018), empathy and social pressure (DellaVigna et al., 2012;
Andreoni et al., 2017b; Jung et al., 2017), inequality (Coté et al., 2015; Bechtel
et al., 2018; Schmukle et al., 2019), tax incentives (Fack and Landais, 2010)
and even genetic and environmental influences (Cesarini et al., 2009) and the
fronto-mesolimbic networks activity (Moll et al., 2006).
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Priday, 2021; Kessler et al., 2019) or to introducing limited variation
in a lab setting (Erkal et al., 2011; Chowdhury and Jeon, 2014; Tonin
and Vlassopoulos, 2017; Bartling et al., 2018; Kubilay, 2021). A recent
exception is the work by Haushofer et al. (2023), who investigate the
effects of cash transfers on social preferences of children aged 6 to 17.
They find no indications that treated children became more generous,
but they do not find persistent economic effects of the treatment either.

Another important contribution from our paper is to bring solid
evidence from a new context. The literature is largely dominated by
studies from high-income and Western contexts and we have very little
knowledge and understanding of charitable giving in more general
contexts (Apicella et al., 2020). As we already mentioned, charitable
giving is not the prerogative of rich countries and its importance
in low- and middle-income countries is rapidly rising (Charities Aid
Foundation, 2021).

Our main interpretation of the lottery’s effect is in terms of wealth
and income changes. The lottery may however have other effects on
giving. In particular, since winning this lottery involves getting an
apartment it could be the case that moving or neighborhoods affect
charitable giving. We rely on the fact that only 30 percent of the
winners actually move, and we show that the effects are similar for
non-movers. We also discuss alternative interpretations after presenting
our main results.

We are aware of three studies based on this housing lottery. Franklin
(2019) investigates how winners respond to an earlier round of the
lottery and their willingness to move to their new homes, Andersen
et al. (2023) shows that winning the lottery had no effects general
attitudes towards redistribution and inequality aversion but winners
become more resistant to housing taxes and their beliefs about the
causes of poverty change, and Andersen et al. (2022) show that winning
the lottery affects well-being but not psychological distress. Andersen
et al. (2023, 2022) and this paper rely on the same survey. All three
papers share the same pre-analysis plan with explicit statements about
our intention to write different papers, tackling very different research
questions.® The lottery’s effects on wealth and income presented here
are also reported in the other papers.

In the next section we describe the lottery and the context of the
study. We write about the data in Section 3 and explain our empirical
strategy in Section 4. The results are in Section 5. We discuss other
potential channels in Section 6 and then conclude.

2. The housing lottery

The housing lottery is officially called “The Integrated Housing
and Developing Programme” (IHDP). High-quality condominium apart-
ments are built in Addis Ababa, the capital of Ethiopia. When com-
pleted, the apartments are sold at highly subsidized prices. The demand
for these apartments largely exceeds the supply, and the apartments are
allocated through a public lottery.

The program was introduced in 2005, and there has been 13 lot-
teries so far. We study the 11th lottery that took place in 2016. It
allocated the purchase rights for 12,027 apartments to participants who
had all registered for a studio, one- or two-bedroom apartment when
the program was introduced.

To be eligible for the lottery, applicants must satisfy three criteria:
(i) having resided in Addis Ababa the previous six months; (ii) not
owning any other house or lease land; and (iii) having a savings account
with the Commercial Bank of Ethiopia (CBE) and having deposited the
required savings for at least 29 months.

There are separate lotteries for each type of apartment (studio, one-
or two-bedroom) and in each lottery there are quotas for women (30
percent), civil servants (20 percent), and people with disabilities (5

5 The preplan can be found here: https://andreaskotsadam.files.wordpress.
com/2019/02/pre-analysis-plan-housing-in-addis.pdf.
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percent). These quotas were decided after the initial registration but
before the lottery draw. Hence, the chances of winning the lottery is
only random conditional on these strata variables.

The lottery winners must make a 20 percent down payment before
they can sign the contract and receive the keys to their apartment.
Around 95 percent of the winners did so. The lottery winners are not
required to move into their apartment. They can rent it out, but not
sell it within the first five years.® A majority of the apartments are
either rented out (31 percent) or kept empty (32 percent), while only 30
percent of winners have actually moved into their apartment two years
after the lottery. Most individuals that left the apartment empty plan
to move there in the future and cite lack of infrastructure as a barrier
for not having moved yet. The housing program targets relatively
poor households but not the poorest as people must be able to have
some savings. Comparing the wealth of the lottery participants to the
Ethiopian population, Andersen et al. (2023) show that people enrolled
in the lottery are indeed slightly poorer than the average household of
Addis Ababa, but richer than people in other urban areas. Andersen
et al. (2022) further show that winning the lottery reduces financial
distress but mortgage payments increase so liquidity constraints may
be present also for winners.

3. Data

We study the behavior of winners and losers of the lottery held in
2016. The Ethiopian Development Research Institute (EDRI) obtained
two separate lists from the Addis Ababa Housing Development and
Administration Agency (AAHDAA), one of winners and one of losers.
We randomly sampled 2200 individuals among the winners. The list of
winners contains information about the apartment type, gender, and
public sector employment at the time of the registration. It did not
include information about physical disability status at registration, so
we had asked the participants to report that during the survey.

We drew a random sample of 2200 losers. The list of losers includes
information about the type of apartment the individuals applied for and
about physical disability status. We obtained employment status and
gender during the survey.

We then aggregate the winners’ and losers’ samples and randomize
their order. We create a new ID variable and kept only the people’s ID,
names, and phone numbers before sending the list to the data collection
team. In this way, the enumerators did not know the individual status
(winner or loser) and we avoid issues with confounding factors due to
different timing and different enumerators. EDRI interviewed the sam-
pled individuals by phone. The survey took around 20 min to answer
and the respondents were given ETB 50 in compensation (USD 5.30,
PPP adjusted). EDRI stopped after around 3000 completed interviews.
The response rate is 92 percent (EDRI contacted 3318 people and
completed interviews with 3049 individuals). The data was collected
in late 2018, over two years after the lottery was held.

All coding choices and analyses follow the pre-analysis plan. The
pre-analysis plan is registered at the AEA RCT registry (AEARCTR-
0003579) and can be found \textbf{here}.

The survey respondents were paid with mobile money directly after
the interview was conducted. We used this compensation of ETB 50 to
offer the participants the opportunity to give some of it to a charity.
More precisely, we used the following script (translated into English
here):

As we stated earlier, you will be given 50 birr in airtime that we send to
your phone. You are given the possibility to donate a share of this money
to (charity’s name). If you want to donate, we will send the money to the
organization. Do you want to donate any of the airtime? If yes, how much
would you like to donate?

¢ Four percent of the winners in our sample sold their apartment despite
these rules.
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Table 1
Descriptive statistics.
Loser Winner Total
(N=1564) (N=1485) (N=3049)

Strata variables
Female 0.40 (0.49) 0.45 (0.50) 0.42 (0.49)
Government employee 0.14 (0.34) 0.30 (0.46) 0.22 (0.41)
Disabled 0.00 (0.06) 0.06 (0.23) 0.03 (0.17)
Studio 0.19 (0.39) 0.20 (0.40) 0.20 (0.40)
One-bedroom 0.55 (0.50) 0.53 (0.50) 0.54 (0.50)
Two-bedroom 0.26 (0.44) 0.26 (0.44) 0.26 (0.44)
Other control variables
Age 42.26 (9.52) 43.38 (9.66) 42.81 (9.60)
Orthodox 0.74 (0.44) 0.77 (0.42) 0.76 (0.43)
Muslim 0.13 (0.34) 0.09 (0.29) 0.11 (0.32)
Protestant 0.11 (0.31) 0.12 (0.33) 0.12 (0.32)
Amhara 0.37 (0.48) 0.38 (0.49) 0.37 (0.48)
Gurage 0.18 (0.39) 0.15 (0.35) 0.17 (0.37)
Oromo 0.17 (0.38) 0.16 (0.36) 0.16 (0.37)
Tigray 0.07 (0.26) 0.09 (0.29) 0.08 (0.28)
Born in Addis 0.49 (0.50) 0.42 (0.49) 0.45 (0.50)
Born in Amhara 0.16 (0.37) 0.19 (0.39) 0.18 (0.38)
Born in Oromia 0.14 (0.35) 0.16 (0.36) 0.15 (0.36)
Born in SNNP 0.14 (0.35) 0.14 (0.34) 0.14 (0.35)
Born in Tigray 0.05 (0.22) 0.08 (0.27) 0.06 (0.24)
Earnings 2005 (at reg.) 5.05 (3.20) 5.22 (3.18) 5.13 (3.19)
Earnings 2015 6.97 (3.04) 7.14 (3.02) 7.05 (3.03)
Partner earnings 2005 (at reg.) 0.93 (2.48) 0.92 (2.45) 0.92 (2.47)
Partner earnings 2015 1.54 (3.21) 1.61 (3.28) 1.57 (3.25)
Partner 2005 (at reg.) 0.32 (0.47) 0.31 (0.46) 0.32 (0.46)
Partner 2015 0.52 (0.50) 0.49 (0.50) 0.50 (0.50)

Notes: The Table shows the mean and standard deviation (in parenthesis) of the strata
variables and individual background characteristics in the full sample and separately
among the lottery winners and losers. Note that the earnings variables are reported
after an inverse hyperbolic sine transformation.

We used two different charitable organization with a good repu-
tation in the city: Mekodonia and Mary Joy.” We randomized which
organization was used in which interview. The script would display
Mary Joy (an organization supporting poor people) or Mekodonia (disabled
and elderly association) where “charity’s name” stands. In order to limit
the risk of experimenter demand effects, we asked this question before
we asked any questions about winning the lottery, the characteristics
of their new homes, and about whether they had moved or not.

Our main pre-specified outcome is the continuous measure of how
much people donate. We use the amount donated for those answering
yes and replace the value by zero for those answering no. In addition
we will measure giving at the extensive margin and giving as a share
of income. We therefore use three measures of charitable giving:

1. the amount given,
2. a binary indicator equal to one if the participant decided to give,
3. the amount given divided by the participant’s daily income.

In addition to the question on charitable giving, the survey also
includes demographic characteristics, questions on wealth and income,
and questions about attitudes. Table 1 presents descriptive statistics for
the overall sample and for the winners and losers separately. The mean
age of respondents is around 43 years (which implies that they were
on average 29-30 when they signed up in 2005), the most common
religion is Orthodox (76 percent), the most common ethnic group is
Ambhara (37 percent), and the most common birth region is Addis
Ababa (45 percent). We see that 42 percent of the respondents are
female, while the shares registered for a studio, a one-, and a two-
bedroom apartment are 20, 54, and 26 percent, respectively. The shares
of civil servants and people with physical disabilities are higher among

7 You can obtain more information about the charities, and even donate
yourself, by visiting their websites: https://mekedoniahomes.org/ and http:
//www.maryjoy-ethiopia.org/.
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Fig. 1. Effects of winning on income and wealth.
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Note: The figures show the distribution of daily income and total wealth among winners and losers of the lottery. Wealth is in ETB 1000. Income is standardized.

winners (30 and 6 percent, respectively) than among losers (14 and 0
percent, respectively), which is not surprising given the quotas for these
groups.

Finally, the survey included questions about all sources of income,
as well as savings and assets, in order to measure income and wealth.
We see that there are differences across winners and losers on many
of the control variables and we show results both with and without
additional controls.

4. Empirical strategy

To test the effects of winning the lottery on individual i’s charita-
ble giving, we calculate intention-to-treat estimates by regressing the
outcome of interest Y; on 7;, a dummy variable equal to one if the
individual has won the lottery, while controlling for the set of strata
covariates S; (gender, government employee, disabled, and apartment

type):
Y, = BT, + S, +¢, 1

We use robust standard errors and all our estimates are obtained by
ordinary least squares. This is our main, pre-specified, estimation. We
tested for balance across treatment and control by regressing Treatment
(Winning) on the controls and the strata variables both one by one
and all together (see Appendix Table A.1). We note that winning is
correlated with some of the variables, at least when they are included
one by one. We therefore also present results with control variables
in Appendix.

5. Results
Winning the lottery has clear effects on both wealth and income

as we see in Fig. 1.® Winners are on average 20 times wealthier than
losers and, as documented in Andersen et al. (2023), they also answer

8 The right panel of Fig. 1 is reproduced from Andersen et al. (2022).

that they are relatively richer as compared to the general population
than what losers report.

Note that the results in Fig. 1 are not adjusted for strata variables
so there are also compositional differences across the groups. In Panel
A of Table 2 we show the results when controlling for strata variables
and we note that the effect on income is large and the effect on wealth
is very large.

In Panel B of Table 2 we describe the giving behavior in our sample,
and how it correlates with income and wealth in the control group. In
columns one and two we see that there is a strong positive correlation
between giving and daily income, but in columns three and four we see
that the correlation with wealth is weaker. One reason for this weaker
correlation with wealth may be that very few individuals in the control
group have any wealth at all.

Moving over to the effects of winning on donations, in Table 3, we
report the estimates of winning the lottery on different measures of
giving (# in Eq. (1)). We use three outcomes: (1) a binary variable equal
to one if the respondent chose to donate a positive amount and equal
to zero if she chose not to give, (2) the amount given in ETB, and (3)
the amount given as a share of daily income.

Among the lottery losers, 79 percent decided to give to one of the
charities. This proportion is almost exactly the same among the winners
and the difference is not statistically significant. On average, the losers
give ETB 17.91 and the winners give ETB 1.36 more. This difference
is significantly different from zero (p-value = 0.02) but appears very
small relative to the large increase in wealth experienced by the lottery
winners. The amount given represents 21 percent of the givers daily
income, in both the losers and winners groups.’

9 Adding control variables makes the effect on the amount given smaller
and no longer statistically significant as we show in Appendix Table A.2.
This is, however, driven by the reduction in observations due to missing data
on some of the control variables. Estimating the regression without control
variables but with the same sample as the regression with control variables
also produces a smaller and non-significant coefficient. More importantly, we
see in Table A.3 that including missing dummies and recoding missing as zero
for the control variables (to not lose observations) yields results that are almost
identical to those in Table 3.
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Table 2
Effects of lottery on income and wealth and correlations with donations.
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A. Effects of lottery on income and wealth

Daily income Daily income (std) Net wealth Net wealth (std)
Lottery winner 23.357%** 0.189%** 418667.304*** 1.240%**

(4.358) (0.035) (19231.991) (0.057)
Mean among lottery losers 122.57 —-0.09 20406.53 -0.40
Observations 2929 2929 1533 1533
R? 0.16 0.16 0.37 0.37
Strata Yes Yes Yes Yes
B. Correlations between income, wealth and donations

Binary Amount Binary Amount
Daily income (std) 0.047%** 4.502%**

(0.010) (0.547)
Net wealth (std) 0.023** 0.831

(0.010) (0.718)

Mean among lottery losers 0.79 17.91 0.79 17.91
Observations 1507 1507 1051 1051
R? 0.01 0.07 0.00 0.00
Strata No No No No

Notes: Panel A reports the effects of winning the lottery on daily income, standardized daily income, net wealth, and standardized net wealth.
Panel B shows the correlation between standardized daily income as well as standardized net wealth with the two main measures of donations
(the likelihood of giving and the average amount given) for the control group. Robust standard errors are in parentheses. P-values are < 0.01***

, £0.05**, and <0.1*.

Table 3
Impact of winning the lottery on charitable giving.

Binary Amount Share of income
Lottery winner 0.007 1.358** —-0.010

(0.015) (0.582) (0.015)
Mean among lottery losers 0.79 17.91 0.21
Observations 3049 3049 2741
RrR? 0.01 0.04 0.01
Strata Yes Yes Yes

Notes: The table reports the effect of winning the lottery on the likelihood of giving,
the average amount given and the average amount given as a share of income. Robust
standard errors are in parentheses. P-values are < 0.01*** , < 0.05**, and <0.1*.

In Fig. 2 we show the distribution of the amounts given by the
losers and by the winners. The distributions are very similar, with
peaks at zero, 10 and 50 (the maximum amount), as well as 25, where
the participants split the endowment equally between themselves and
the charity. Note that the results in Fig. 2 are not adjusted for strata
variables so there are also compositional differences across the groups.

6. Heterogeneous effects

This section serves two purposes. First, we want to test other
mechanisms than the income/wealth channel that could explain why
the lottery would affect giving. Second, we want to check whether the
average effects described so far mask important heterogeneity in how
people respond to winning the lottery, or not.

We have interpreted the effect that winning the lottery has on giving
as driven by the large differences in wealth and income that we observe
between winners and losers. The lottery could, however, have other
effects on the winners’ behavior. In particular, the winners of the lottery
get an apartment in a new neighborhood, so perhaps any effects would
be driven by these aspects rather than by wealth. For instance, there
may be peer and neighborhood effects from new neighbors or winners
that move may have less interaction with poor people. One important
observation is that only around 30 percent of the winners actually
moved to their new flats at the time of the survey (the majority rent it
out instead). We estimate the effects of winning the lottery separately
for winners who did not move to their new apartment. There is of
course a risk of bias in those estimates, given the self-selection into
moving, but we believe that they can be informative nonetheless. As
shown in the Appendix Table A.4, we find that the estimates are very

similar in the group that did not move, compared to the overall effects
reported in Table 3. This evidence suggests that the lottery effects are
not due to moving to a new apartment.

We also test for heterogeneous treatment effects by interacting
winning with each of the Strata variables one by one (except disability
status, because of the small number of disabled people in the sam-
ple), while still controlling for the other Strata variables. The results
are available in the Appendix, Table A.5. In line with the findings
of Andreoni and Vesterlund (2001), women are less likely to give, give
lower amounts, but a larger share of their income than men. There
is no statistically significant difference in the effects of winning by
sex, however. Government employees are not reacting differently to
winning the lottery either. Our last strata variable is the size of the
apartment that people applied for: one- or two-bedrooms (compared
the missing category, a studio). These correlate with income. We see
that people who applied for a larger apartment are also giving more on
average, but do not react differently to winning the lottery.

We also test if there are heterogeneous treatment effects by pre-
lottery earnings by interacting winning with the reported earnings of
the respondents in 2015 (Appendix Table A.6). While earnings are posi-
tively correlated with giving and the amount given, they are negatively
correlated with the share of income given and there are no differential
effects of winning with respect to earnings. In Appendix Table A.7 we
also show the effects by the two different NGOs. We see that for one
of the NGOs (Mary Joy), the effects of winning on the likelihood of
giving as well on the amount given are statistically significant at the
10 percent level. As we are testing many hypotheses we do not put
much weight on this result.

The evidence from the heterogeneity analysis reinforce our main
findings: the average effects described in Table 3 are not masking
important heterogeneous effects that we could detect.

7. Conclusions

Previous literature has shown that richer people donate more
money, does wealth make people more generous? We use the combi-
nation of a large natural experiment with a dictator game to causally
identify the effect of wealth on charitable giving. The literature is
almost exclusively limited to sampling richer and poorer people and
observe if they behave differently (Fisman et al., 2015; Smeets et al.,
2015; Andreoni et al.,, 2017a; Blanco and Dalton, 2019; Meer and
Priday, 2021; Kessler et al., 2019) or to introducing limited variation in
an experimental setting (Erkal et al., 2011; Chowdhury and Jeon, 2014;
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Fig. 2. Amount donated by groups. Note: The figure shows the distribution of the amounts given by the lottery winners and losers.

Tonin and Vlassopoulos, 2017; Bartling et al., 2018).!° We observe
people who randomly became much richer, and we can therefore make
a plausible causal claim about the effect of wealth on charitable giving.

We offer respondents the opportunity to donate any share of their
compensation for participating (50 ETB) to a charity. Almost 80 percent
of the respondents choose to donate money, and although winners
are not more likely to donate, they donate slightly more than losers
on average (ETB 1.4 out of ETB 50). In a standard dictator game, a
higher donation amount is often interpreted in terms of altruism (Fehr
and Schmidt, 2006; Andreoni and Miller, 2002). In the literature on
philanthropy, however, it is common to separate between pure and
impure altruism (see Monnet and Panizza, 2017, for a recent overview).
People may derive a private utility from giving in the form of joy,
pride, social status, or a warm-glow reward (Ribar and Wilhelm, 2002;
Andreoni, 1989). As such, it is unclear whether the increase in giving
reflects altruism or simply that philanthropy is a normal good. In
combination with the results in Andersen et al. (2023), which find
no differences in attitudes toward redistribution between winners and
losers, and since the difference in giving is very small relative to the
difference in wealth, we lean towards the latter interpretation.

As our results come from a lottery, the internal validity is strong.
There are, however, several important caveats and limitations to our
study that one should bear in mind in generalizing the effects we find.
First of all, our winners do not only become wealthier but they also
win a house in a new neighborhood. We show that our main results
are driven by the people that have not moved yet, and these are the
majority in our sample, but it could still be that the type of wealth
they won matters.

Another limitation is that we do not have data on all individual
actions the respondents take and the winners may give more money
to relatives, friends or even to other charities, outside of our study.
The complete “altruism budget” (Gee and Meer, 2020) is notoriously
difficult to observe, but even if the winners are more (or less) generous
than the losers outside of our study, it is not clear that people would
give less in one context because they have been giving more at an
earlier point in time. There is in fact strong evidence suggesting that
some additional giving at one point in time generally does not lead to
less giving in the future (see e.g. Adena and Huck, 2019; Cairns and

10 One notable exception is List (2011) who document how individual giving
responds to booms and busts in the stock market.

Slonim, 2011; Castillo et al.; Landry et al., 2010; Scharf et al., 2022;
Shang and Croson, 2009). Therefore, it seems reasonable to assume
that the behavior we observe in this study is a good reflection of the
participants’ generosity in general.

An additional limitation, following Ribar and Wilhelm (2002), is
that given the large population potentially affected by the charities, and
how small the gifts are compared to the total output, we can expect the
“empathy” motive to play little role (people know their donation will
not make a difference). Giving is then rather explained by the warm
glow. If this is the case, our results would indicate that the warm glow
part of the utility function is not affected by the lottery, but we could
not test whether the other part (consumption of the public good) has
changed or not.

Finally, we know that the source of wealth (luck or merit in partic-
ular) is an important factor determining people’s aversion to inequality
and willingness to redistribute (Alesina and Glaeser, 2004; Alesina
and Angeletos, 2005; Alesina and Giuliano, 2011; Alesina et al., 2018;
Almas et al., 2020; Cohn et al., 2022; Fong, 2001). In our case, the
source of wealth is luck and we cannot know whether the effects
measured would have been different otherwise. We hope that more
studies of random wealth shocks will be conducted in other settings
and with other measures, as well as further investigations of how the
sources of wealth affect charitable giving.
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