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Dissertation
Summary

Charitable contributions continue being a widely studied subject in economics.
Some core areas of interest are understanding the motives for charity and generat-
ing better fund raising methods. Two related issues are studied in this dissertation,
namely,

1. How social rank signaling motives can lead to charitable contribution.

2. How earning environments can affect one’s decision to make charitable dona-
tion.

We study the above issues with the help of laboratory experiments which, unlike field
studies, provide us with a controlled environment and the opportunity of altering
treatment conditions in order to draw well calibrated inference.

In our first essay we explore how the effect of social recognition on charitable giving
can be partially explained by the theory of conspicuous consumption due to Glazer
and Konrad (1996, American Economic Review). According to this theory, when
social rank is determined by factors that are unobservable to others, people may
use charitable donation as an instrument to signal their social status, by ensuring
that their observed donation rank exactly matches their unobserved social rank. We
present an experimental study where we witnessed such a phenomenon — subjects
suitably changed their initial allocation to charitable donation to reduce the mis-
match between their donation rank and endowment rank. With the help of varying
treatment conditions and a careful hierarchical Bayesian data analysis we establish
that the effect of rank mismatch on the change in donation was more than what
could be explained by the intrinsic utility subjects derived by donating to charity.

In our second essay,we report two experimental studies in which we assess how origin
of wealth affects charitable giving. In one experiment we ask if the amount donated
to charity depends on whether endowment is earned or received as a gift. In the
second, we explore whether the nature of the earning environment — competitive or
cooperative — affects charitable contribution. Our statistical analysis indicates that
whether endowment is earned or received as a gift seems to make no difference to the
amount donated to charity. However, the earning environment has an interesting
effect on the donation amount. In the cooperative setting, subjects who contribute
more to the success of their teams appear less giving than their teammates as well
as those who earn the same amount through competition.
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