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Unit: Special Topics | Lesson Title: The Economics of Charity
in Economics

“Hearts, Hashtags, and Hype: What really works”

Fundamentals Steps #1-3 1 Class Period

Context

How can economics help us understand why people give to charities? Economists use
experiments to understand motivations behind giving. By applying economic tools,
economists uncover insights to optimize tax policies, enhance charitable contributions,
and expand generosity, proving that economics can drive positive change for everyone.

Lesson Outcomes
By the end of the lesson, students will be able to:
1. Understand the key motivations behind charitable giving, including altruism and
warm glow, through economic frameworks.
2. Learn how experiments can inform policies and strategies to enhance charitable
contributions and societal generosity.

@ The Videos (linked to the E4E website)

One E4E videos are integrated into this lesson plan.
1. Core Video: The Economics of Charity

Classroom Activities (linked within the document)
1. Donate to Our School: A simulation
a. Part1: Design the Charitable Campaign
b. Part 2: Revisit the Slogan

STEP #1 Introductory Activity: Donate to Our School (20 minutes)

= Teacher Explanation: Students are going to compete in groups of 3 to design the best
I charitable campaign. Before the lesson, you (the teacher) should choose a cause linked
to your own school that kids could try and raise money for (e.g., new scoreboard, outdoor lunch
space, digital school sign, community garden). After the lesson as a debrief, you’llintroduce the
kids to the two main reasons people give: altruism or warm glow. This will lead into the video.
Here are the instructions to read to the students:
1. “Your team will compete with others to design the most persuasive campaign to raise
money for a single school improvement project: [insert chosen product here].
2. Your mission is to convince your classmates that your strategy is the one most likely to
succeed in getting people to donate.”
3. Your group will create two things:
A Unique Slogan - something short, catchy, and memorable.
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A Campaign Strategy — your plan to raise the funds. This could include:
Events (fun runs, bake sales, donation drives)
Partnerships (local businesses, clubs)
Incentives (donor shout-outs, school merch, naming rights)
e Online tools (social media hashtags, donation tracking thermometers)
4. You’ll present your campaign in a short pitch to the class (no more than 1 minute). Make
it clear, creative, and convincing. You have 10 minutes to create the two things.
5. After 10 minutes, have each group present to the class. Have the class vote on which
group came up with the best campaign.
6. To debrief, do the following:
“Something you had to consider was, Why do people donate to charity in the first place?
Economists generally say there are two main motivations behind charitable giving:
@ 1. Altruism
“Altruism is when someone gives money, time, or effort purely to help others.
They care about the outcome—ILlike helping build a lunch space, save the environment, or
feed the hungry—even if no one ever knows they helped.”
Examples:
e Quietly donating to a cause online with no recognition
¢ Giving because you genuinely care about the impact

G 2. Warm Glow

“Warm glow giving is when someone donates because it feels good or because it
gives them some kind of social reward. They might still care about the cause, but part of
the motivation is personal—feeling proud, being seen, or feeling generous.”

Examples:

e Donatingto have your name on a plaque

e Sharing a donation on social media

e Giving because it makes you feel like a ‘good person’

7. Give each group 30 seconds to assess which reason above their campaign most used to

appeal to people. Have them share with a show of hands.

STEP #2 Watch The Economics of Charity Video &
Answer Comprehension Questions (10 minutes)

@ The Economics of Charity

Professor John List discusses privately provided public goods funded by charitable giving, a
critical sector in the economy. He highlights the growth of donations in areas like
healthcare, education, and poverty alleviation, and explains two key
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motives: altruism (helping others) and warm glow (feeling good). A field experimentin
Alaska revealed that appeals emphasizing warm glow significantly increased donations.
Using economic insights, List emphasizes the importance of understanding giving behavior
to design policies that boost generosity globally.

‘za Video Comprehension Questions

1. What are the two primary motives for charitable giving as discussed by economists?
a. Altruism and social pressure
b. Warm glow and altruism
c. Fame and recognition
d. Economic gain

2. What was the key finding from the field experiment on charitable giving in Alaska?
a. Altruistic appeals lead to the highest donations
b. People donate equally regardless of the appeal
c. Warm glow appeals significantly increased donations
d. Incentives unrelated to emotions drive charitable giving

Answer key: b., c.

STEP #3 Check for Understanding: Revisiting their Slogans (10
minutes)

& Teacher Explanation: This activity is meant to allow students to use what they learned in

I the video about “warm glow” campaigns being more effective to improve their
slogans/strategy from step #1 in the lesson. Here are the instructions you can read to the
students:

e “You just watched a video that shared findings from a real-world charitable
giving experiment. The researchers tested different messaging strategies to
see what actually motivated people to give more.” | want you to apply what
you just learned—without me telling you what the most effective strategy

was.”

e “Take the next 3 minutes to go back to your group and revisit your campaign
slogan and strategy. Based on the evidence in the video, revise it to make it
even more effective at encouraging donations. Your revised version should
still be about the same school improvement project, but it should now reflect
what the research suggests really works.”

e  “You’ll briefly share your updated slogan and a one-sentence explanation of
your change after the timer.”
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After 3 minutes have each group share their “before” and “after” slogans. Ask the following
question:
e How could understanding the incentives which cause people to donate to charity
help organizations be more effective in raising money?
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