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Abstract 
Tax credits are very popular and the support for them is very high, but do they actually 

succeed in having their intended effect? In this thesis I explore if the Swedish tax credit on 

charitable giving, which was in effect between the years 2012 and 2015, influenced charitable 

giving. The Swedish tax credit meant that you could deduct 25% of the amount donated if the 

organization was approved by the Swedish Tax Agency. This is done using a difference-in-

difference method, comparing donations to the organizations which got approved by the 

Swedish Tax Agency and the organizations which did not. I find no evidence that the tax 

credit on charitable giving influenced charitable giving in Sweden, but because of the large 

confidence interval it is difficult to interpret the actual size of the tax credit. The tax credit 

could have an effect on charitable giving, but this thesis could not find it. 
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1. Introduction 
 

There has been a long history of governments trying to get citizens and companies to donate 

more to charitable organizations. In the United States, the first federal tax reduction was 

created in 1917 and it made it possible to deduct up to 15 % of the taxable income. It has 

stayed virtually unchanged until now, except that the cap of the amount donated as a share of 

taxable income has been increased to 30 % (Congressional Research Service, 2020). It has 

been termed ”probably the most popular tax break in the Internal Revenue Code” (Reid, 

2017). There have also been a wide variety of tax incentive systems in Europe to promote 

charitable giving, the exception has been Sweden where there was no tax incentive for 

charitable giving on a large scale until 2012. That is when Sweden introduced its first 

universal tax credit for charitable giving for individuals. But do these tax incentive systems 

actually work in getting individuals to donate more to charitable organizations or are they just 

well-meaning but ineffective tax incentives that cost more than they benefit society? This study 

aims to analyze the question of what effect the Swedish tax credit on charitable giving has had 

on the amount of money given to charitable organizations. How much has, if at all, donations 

to charitable organizations increased because of the tax credit on charitable giving? What all 

the tax incentives try to achieve, in simple terms, is to lower the effective price of giving, 

making the marginal cost smaller. The tax credit works like a negative consumption tax and 

will therefore have the attributes of a consumption tax. The tax credit will hopefully make it 

less costly to donate and there is a behavioral change in response to it being less costly to 

donate that will make individuals donate more. The reduction in cost might also lead some 

people who previously thought it was too costly to donate, to now start donating because of 

the tax credit. This study tries to answer this question using a difference-in-difference model 

with organizational data provided by GIVA. 

 

There is extensive previous literature surrounding the impact of tax incentives on donating, 

but since most countries have implemented a tax incentive quite some time ago, there are 

almost no modern examples of implementation of a tax incentive where none existed before, 

except for Sweden. Almost all current literature focuses on changes in the size of the tax 

incentive in already implemented incentive systems, but no studies can look at the effect of 

implementing a new tax incentive for charitable giving where there was none before. This 

makes this study novel and interesting for countries like Sweden and Finland, who do not have 
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a long history of having universal tax incentive systems for charitable giving and to see what 

happens when a new system is introduced where none existed before. If you also assume that 

the effect of implementing a new tax incentive system for charitable giving is the same as 

removing already existing systems, this study could be seen as a counterexample to other 

nations of what would happen if you were to remove the tax incentive for charitable giving. In 

Sweden there is also a political and societal debate about the effect of the tax credit, with some 

saying it has no effect and others thinking it has a large effect. One such example is the 

individuals who started the “#250miljonersfrågan” which claims that repealing the tax credit 

for charitable giving would lead to a SEK 250 million decrease in donations to charitable 

organizations. There currently is no academic study analyzing the tax credit on charitable 

giving, this study will try to bridge that gap in knowledge by quantitatively analyzing the effect 

of the Swedish tax credit for the first time and, hopefully, adding to the debate and to the 

understanding of the tax credit. This study also adds to the broader economic discussion 

around government programs which are well meaning but do not have the intended effect. A 

reform might not always work with the correct incentive, the reform might not be large 

enough to have an effect on individuals’ decision-making or there is a behavioral reason which 

was not considered when creating the reform. 

 

Another reason why the Swedish tax credit is interesting is that in Sweden the individual is not 

required to report the donation to the tax authority directly, contrary to the reporting 

procedure in many other countries like the US and UK. In Sweden it is the charitable 

organization that is required to report to the tax authority after the individual has provided 

the charitable organization their personal identification number. This might increase the 

elasticity in Sweden because it removes one of the obstacles to get access to the tax credit and 

makes it more accessible. It might also have the opposite effect, because individuals get access 

to the tax credit without knowing it and therefore, they will not change their donating in 

response to the tax credit. Compared to the studies which focus only on individuals who take 

the time to apply for the tax credit, the sample of who this study looks at is different. American 

and British studies will look at only the individuals who take the time to apply and who might 

be more responsive to changes in tax incentives, while the Swedish studies look at the entire 

population. This would mean that the different studies look at different population which 

likely leads to different estimated elasticities. 
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This study analyzes at the effect of the tax credit on charitable giving in Sweden on the 

amount donated to charitable organizations. Using a difference-in-difference method, there is 

no evidence that the tax credit has had a positive effect on charitable giving, but because of 

the large standard errors it is difficult to evaluate what the true effect of the tax credit is, which 

means that the possibility of there being a positive effect cannot be ruled out. 

 

The following sections summarize previous studies and the theories relevant to the research 

question. Section 3 looks at the context of the Swedish tax credit on charitable giving, the 

charitable organizations and includes descriptive statistics about Swedish charitable giving. 

Section 4 looks at the methodology of this thesis in trying to answer the research question. 

Section 5 presents the results of the thesis. Section 6 presents an analysis and a discussion of 

the results of the study. Additional analysis and diagrams can be found in the appendix.  

 

2. Previous studies   

In the previous studies section the relevant studies are presented which have tried to answer 

similar research questions, what other effects there are on the charitable giving and the 

relevant theories and what they claim would happen when the tax credit was introduced. 

2.1 Elasticities of charitable giving 

There has been an exhaustive amount of studies trying to estimate the effect that tax 

incentives for charitable giving have on giving. Peloza & Steel (2005) is an often-cited meta 

study analyzing the elasticity of giving. It found, with over 40 years of research, that the 

weighted mean elasticity is -1.44. This means that a 1 % reduction in the cost of giving to 

charities will lead to a 1.44 % increase in the amount given. For a tax incentive to be net 

beneficial for society, implying that the expenditure of the government for providing the tax 

incentive is smaller than the amount donated because of the tax incentive, the elasticity needs 

to be lower than minus one. This is when looking at the primary effect and not looking at 

externalities and other effects which the tax credit might have and which are positive. The 

idea that the elasticity always is significantly negative has been questioned in more recent 

research. The two most often used methods for trying to find the elasticity in the US is (1) use 

tax data of individuals who itemize the contributions, which means that the individuals choose 

to personally alter the amount of deductions they are eligible for and not use the standard 

deduction which is the same for everyone, and who are generally wealthier and therefore not 

representative of the entire population and (2) use survey data for the entire population. Both 
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methods were included in Peloza & Steel (2005). They also found that, contrary to what you 

might expect, the estimates of the elasticity of survey studies were higher than tax data of 

itemizing individuals. This is surprising because the wealthier individuals that are included in 

the tax data should intuitively have a higher response to the incentives than poorer 

individuals. It is also contrary to other analyses like Feldstein (1996) and Emmanuel Saez & 

Giertz (2012) which found that survey data provided a lower elasticity compared to estimating 

the elasticity for itemizing individuals. Backus & Grant (2018) proposed the idea that there is a 

bias when estimating the elasticity using itemizing individuals. The bias is introduced because 

of the changes in what is possible to itemize and, when controlling for it, the new estimate is 

more consistent. With the new estimates controlling for the bias, they found the lower 

boundary of the elasticity was, with 95% probability, above -0.59 compared to Peloza & Steel 

(2005) who found that the lower boundary was -1.59. It might seem quite trivial discussing the 

exact level of elasticity, but if the elasticity is -1, compared to it being -0.5, the optimal tax 

incentive is 8 times smaller in size at the optimal point using the model for optimal treatment 

of tax expenditure developed by Saez (2004), which corrects for externalities, crowding out 

effects and other effects to get the true welfare effect. It is when using the Saez (2004) model 

possible to be societally beneficial to have a tax credit with a lower elasticity then -1 because of 

externalities and crowding out effects. These lower estimates in Backus and Grant (2018) are 

in line with more recent analyses, focusing on European countries with tax incentive more 

similar to the Swedish tax incentive for charitable giving, which point towards that the tax 

incentives might not have as large an effect as previously thought and that the evidence 

presented in Fack & Landais (2010) and Almunia, et al. (2020), which each arrived at 

elasticities of -0.2 to -0.6 when analyzing data for France and -0.3 when analyzing data for the 

UK. Fack & Landais (2010) used the fact that different rules for the tax credit for charitable 

giving applies differently for different size families in France. Almunia, et al. (2020) use a IV-

method to analyze the effect of the 2010 tax reform in the UK.  

 

There are also some studies analyzing the elasticities within different groups in the 

populations. A German study by Bönke, et al. (2013) estimated the elasticities of different 

income groups by using a censored quantile regression, but controlling for the crowding out 

effect, and found that the low-income givers have a high elasticity, middle income donors have 

a low elasticity and high income givers have a high elasticity. The authors confirm that even 

when controlling for the crowding out effect, the elasticities of the large middle-income donors 

are low enough that the German tax incentive is ineffective. They stress that the elasticities are 
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widely different among different groups. This finding of heterogeneity for different income 

groups is also found in Fack & Landais (2010), who found that high income givers have a high 

elasticity but did not find that low-income givers have a high elasticity. Bönke, et al. (2013) 

also confirmed that it is quite strange that the lower income individuals have a high elasticity 

and that most previous studies found that the elasticity is lower than for richer individuals. 

 

One problem when trying to infer what will happen in the Swedish tax context by looking at 

US and other countries’ studies is that the US tax reduction system is much broader, more 

generous and allows for gifts for personal benefit. For example, gifts to universities are tax 

deductible in the US. Meer & Rosen (2009) found that parents give more to their alma maters 

when their children reach college age, and the parents expect that their donations will lead to 

their children having a better chance of being admitted to that school. This is only one 

example of the types of ways where we would expect the US elasticity to be higher than the 

Swedish elasticity. The reason is that the Swedish tax credit is quite restrictive, so that only 

monetary gifts to specific organizations which by and large cannot benefit the giver are 

allowed, which means that we can assume that the gifts are not directly self-serving. There is 

an argument that individuals might benefit because they are seen as charitable when donating 

and get some benefit because of it but there is no clear direct financial reward. It is important 

to keep in mind, when reading the studies analyzing tax credits around the world, that all 

these systems are quite different from one another. There are differences in terms of the size of 

the tax credit, which organizations are approved in order that a gift to the organization will 

lead to the individual getting access to the tax reduction, and who is responsible for reporting 

the donations to the tax authorities. There are also no tax incentive schemes which are as 

small as the Swedish tax credit for charitable giving and comparing elasticities for different 

systems, which are different in size, is problematic if the differences are large enough. The 

closest comparisons in size of the tax incentive is Norway and Denmark, but they are also 

substantially more generous compared to the Swedish tax credit. There are also very specific 

regulatory differences between countries which might have a large effect on the elasticities, 

like the rule that only donations over SEK 200 are counted when calculating the tax credit in 

Sweden. 

 

2.2 Theories  

For homo economicus there are no direct financial reasons to give money to charities when 

there are no tax incentives, but individuals still donate large sums to charities and there are 
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multiple theories as to why people give to charities. There might exist societal benefits to 

donating but there are no clear direct financial reason to donate. One theory is the theory of 

“Pure altruism”, which states that individuals get utility if the public good is higher in addition 

to their own private consumption (Warr, 1982). They get this utility for purely selfless reasons 

and therefore have “Pure altruism”. This is formulated in equation 1 below, where we can see 

that the individual gets utility from the private consumption which is 𝑥! and the total public 

good which is Y. For example, individuals get utility from the fact that a playground gets built, 

even though they might not get to use the playground or that they do not donate the money 

themselves. Another example is that an individual might want a charity to receive SEK 10 

000 so that they can continue to operate and help people. If other people donate SEK 9 000, 

the individual will donate SEK 1 000 in order for the total to reach SEK 10 000, but if 

nobody is willing to donate, the individual will donate the full SEK 10 000. They will 

contribute until they have maximized their utility so that both private consumption and public 

good is maximized. The theory also proposes that there is a crowding out effect of private 

donations if the government starts donating to charities, because when the government 

donates large amounts of money, people will stop donating because they are of the opinion 

that the charity has received enough money. It can therefore be argued that governments 

should not give money to charities, because it directly crowds out the donations which would 

have been made by private individuals. In Pure Altruism, each dollar which is contributed 

from the government and funded by taxes, will decrease the amount donated by individuals 

by one dollar (Warr, 1982). The theory also predicts that the reduced marginal cost of giving 

to charities might lead to an increase in donations, because they value the total utility of other 

people as well as their own private consumption, given that the tax credit will not increase 

taxes directly which would decrease private consumption. The individuals balance the 

marginal utility of donating money to the public good and the marginal utility of consuming 

the money and if the price of donating becomes smaller they will, ceteris paribus, donate more 

money. The theory therefore predicts that the Swedish tax credit for charitable giving will 

increase donations.  

 

𝑈! = 𝑈!(𝑥! , 𝑌) (1) 

 

The pure altruism theory has been heavily criticized and Andreoni (1990) created a new 

“warm glow” theory, or “impure altruism”, which states that individuals who donate will get 

utility from the act of donating. They get the altruistic utility which is in the Pure Altruism 
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theory, but they also get utility from the act of donating. The utility for the warm glow theory 

is found in equation 2, which is the same as the pure altruism theory except for 𝑔!, which is 

the utility an individual gets from the act of giving. The theory also states that the gifts of other 

donors, such as governments, are imperfect substitutes for their own and that they receive 

benefit from their own donation. Governmental grants are not seen, in this theory, as the 

taxpayers’ donations even though the individual contributes to the tax base that the 

government uses to gift the donations. In Impure Altruism, each dollar which is contributed 

from the government funded by taxes will decrease the amount donated by individuals by less 

than one dollar, because in the Impure Altruism theory the donor also gets utility from giving 

the gift. This theory implies that when the tax credit for charitable giving is implemented the 

cost of giving is lowered, at least up to the ceiling of the tax credit, but the utility is the same so 

the amount donated will increase. The theory also finds that a subsidy in the form of a tax 

incentive for charitable giving will dominate the effect of government grants (Andreoni, 1990). 

So this theory predicts that the tax credit for charitable giving should increase donations. 

 

𝑈! = 𝑈!(𝑥! , 𝑌, 𝑔!) (2) 

 

There is also the theory of an “altruism budget”, which states that individuals have a set 

amount of altruism budget which can be spent on altruistic behavior like donations, 

volunteering and donating blood (Gee & Meer, 2019). There have been multiple definitions 

over the years of a “altruism budget”, but this study will use the most recent and relevant 

definition and defined in Gee & Meer (2019). They see that making it less expensive to donate 

money will lead to a substitution effect on other types of altruistic work, like volunteering and 

donating blood, which will decrease because the relative cost between doing these altruistic 

things has changed. This will therefore lead to increased monetary donations, but this positive 

effect of increased donations might be offset by fewer people volunteering (Gee & Meer, 

2019). One empirical paper pointing to this being correct is Yang (2016), which analyzed the 

effect of a change in the Canadian tax code leading to the cost of donating increasing. It was 

found that this reform led to individuals making more time donations, in the form of 

volunteering, and the amount of monetary donations decreased. This implies that 

volunteering and monetary donations are substitutes. It is not clear yet if the altruism budget 

is fixed and cannot increase, for example in the case the individual receives a high income. 

Theory predicts that with the tax credit the amount of donations will increase, but it might 

lead to a decrease in other forms of altruistic behavior. 
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2.3 Other effects on giving 

One study which analyzed the heterogeneity of these tax incentives on giving to different 

organizations is Brooks (2007), where panel data from the US was used to analyze whether the 

tax credit had a different effect on different types of organizations. They found that health 

organizations had a low elasticity, and that the amount of donations did not change 

significantly due to tax incentives. Religious organizations, on the other hand, had a high 

elasticity and the amount of donations changed substantially due to tax incentives. This 

specific effect might be different in Sweden, so that different types of organization have low 

and high elasticities, but there might be a heterogenous effect. The authors write that the 

reason for the heterogeneous effect is because of the cultural and institutional settings specific 

to the country.  

 

In a field experiment from Eckel & Grossman (2003) they find that the elasticity of giving for 

matching incentives and a rebate which should be the same, because the subsidies are equal in 

size economically, are different in terms of the effect they have on the elasticity. The matching 

elasticity, using the same size incentive, is substantially higher and this result is found again in 

Sharf & Smith (2015). They do not test but theorize that individuals respond like this because 

they find value in the corporations which matching is associated with, but the size of the 

match might not have as large of an effect. Karlan, et al. (2011) found that matching did 

increase donations in a natural field experiment, but that the increase did not depend strongly 

on whether it was a 1:3 matching ratio or 1:1. It only had a strong effect on long time active 

supporters of the organization or donors who donate large sums. This indicates that studies 

which use matching as their way of interpreting the elasticity in a society will not be the same 

as those using subsidies, like the Swedish tax credit on charitable giving.  

 

Meer, et al. (2017) looked at panel data for the US during the Great Recession and found that 

the size of donations decreased, not just because of the economic shock, but also because of 

the overall attitude toward donating during a recession, with there being less social pressure to 

donate during hard economic times. This effect might have been seen for contributions given 

since there was an economic recession in Sweden in 2007-2009 which might decrease the total 

donations. We can also see evidence of this social pressure in Sisco & Weber (2019), who 

analyzed donations to the webpage GoFundMe and found that individuals are more likely to 

give higher amounts if they see the size of the previous or average donation. This effect might 
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also have an impact on this paper, if the organizations publicize the size of their average 

donations. 

 

Another reason that charitable contributions increase, or decrease is because of the crowding 

out effect of government grants. This result is found in several other studies, such as 

Hungerman (2005), who analyzed the 1996 welfare reform in the US. It was found that there 

is a crowding out effect of government spending on churches and the effect is 20-38 cents for 

every dollar that the government gives. Andreoni & Payne (2011) found, in their panel data 

analysis of charitable giving in the US, that when organizations receive grants from the 

government there is a crowding out effect and not only the classic crowding out defined in 

literature, but also fundraising crowding out. They claim that in their analysis the primary 

driver of the loss of donations, when receiving a grant from the government, is because the 

organization reduces its fundraising operations. They found that when governments provide 

grants, there is a 75% crowding out effect, of which 70% is attributable to the fundraising 

crowing out effect and 30% to the classic crowding out effect. A more recent study analyzing 

the UK lottery grant program, which is a government run program that randomly gives 

charities funding, found that there was no significant crowding out effects and that there was a 

crowd in effect for small organizations. This is not a total rebuttal of previous studies, because 

the UK lottery grant program generally does not include large and established organizations, 

but instead focuses on smaller upstart organizations. The grants to these smaller organizations 

give them a better ability to survive and to expand their visibility to attract more donations. 

This effect is quite large in the studies presented and it might also have an impact on 

donations in Sweden (Almunia, et al., 2020). 

 

One aspect that has been shown to have a considerable negative impact on the effect of the 

tax incentive on charitable giving is whether the individual is responsible for reporting the 

donation to the tax authorities or whether the organization receiving the donation is 

responsible for that reporting. Almunia, et al. (2020) and Tazhitdinova (2018) studied this in 

the UK and the US and found that the estimated costs of self-reporting is £47 and $55 per 

person, respectively. This will not affect the Swedish tax incentive system that this study is 

focusing on, because the charitable organizations are responsible for reporting the donations 

to the tax authorities. The individuals donating only need to provide their personal 

identification number to the organizations. It might mean that in studies from the US and UK 

where one needs to report donations to charitable organizations, they might have a smaller 
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elasticity than the Swedish studies because of the lower threshold to get the tax credit. It might 

also lead to the estimates in the US and UK studies being larger because only the individuals 

who donate large amounts and have a larger elasticity take the time to actually apply for the 

tax incentive, whilst in Sweden some of the people who get the tax credit on charitable giving 

do not know that the tax credit exists, so the effect is not as large. This leads to the studies 

looking at different populations, where in the US and UK the only individuals in the data set 

are the people who take the time to apply, whereas all individuals get access to the tax 

incentive in Sweden and this leads to problems comparing them. Based on the FRII/NOVUS 

(2014) survey, only 58% of givers in Sweden knew about the tax credit. It might be that a part 

of the group of individuals who do not know about the tax credit give enough to be eligible for 

the tax credit whilst not knowing about it and therefore not changing their donations in 

response to getting the tax credit. There is also a discussion regarding the salience of the tax 

credit. Salience refers to how prominent an issue is, and in this context, it describes how 

prominent and well known the tax credit for charitable giving is. Starting with McCaffery 

(1994), the discussion on salience when it relates to taxes has been important in understanding 

the effect of taxes. Hickey, et al. (2019) analyzed the salience of the tax credit in Canada 

relating to the earthquake in Haiti and found that moving the date of when the individual is 

supposed to report their donation closer to the time of when the donation was made increased 

donations by 9%. Meer & Priday (2019) also found in their analysis of US panel data from the 

Panel Study of Income Dynamics in 2007-2017 that there was a delay in the time it took for 

the tax incentives to have an effect. The time it takes for individuals to be informed about the 

tax credit that has been implemented in Sweden might be more than the 3 years in which it 

was implemented and there might be a much larger effect if the program was implemented for 

a longer time. 

  

3. Context 

In the context section I present the institutional context of the Swedish tax credit on charitable 

giving, the landscape is for charitable organizations in Sweden and the effect which the tax 

credit was planned to have. 

3.1 Summary of tax credits 

There are two primary ways of providing a tax incentive to make individuals donate more. 

The first way is by using a tax reduction, which makes it possible to deduct the amount 

donated from your taxable income, up to a limit, which is what is used in the US. This 



 

 
 

11 

method leads to the percentage of money that you get back being different depending on your 

income level and which tax bracket you are in, so that individuals with a higher marginal tax 

rate get their taxes lowered by a higher amount than the individuals with a lower marginal tax 

rate. The other incentive system is a tax credit which reduces taxes paid at the same 

percentual rate irrespective of the marginal tax rate of the individual, which is the method 

used in Sweden and most other European countries. The flat tax credit means that everybody 

donating money get the same percentage of money back.  

 

3.2 The Swedish tax credit on charitable giving 

There have historically been some smaller incentives to donate in Sweden, such as in 1939-

1945 when there was a tax deduction for gifts to the Swedish air force, as well as in 1971-1990 

for gifts to certain research and cultural institutions, but there has been no broad and 

extensive system like the ones which have existed for a long time in other countries 

(Gåvoincitamentsutredningen, 2009). Sweden first introduced a universal tax incentive for 

charitable donations during the center/right Reinfeldt government, establishing donating with 

a tax credit in 2012 to promote gifts to charitable organizations. It was repealed in 2015 by 

the center/left Löfven government, only to be reintroduced in virtually identical form in 2019 

by the Löfven government. It still forms part of the Swedish tax code. The tax credit on 

charitable giving in Sweden functions so that of the amount given to a charity, 25% can be 

used as a tax credit to lower the amount of taxes paid to the government. There is a cap, 

meaning that you can only get a tax credit of SEK 1 500 in total, which means that only the 

first SEK 6 000 you give to a charity can be used for the tax credit. This was recently changed 

so that the cap in 2022 will be SEK 3 000 for the tax credit, meaning that the maximum 

amount possible to donate and still receive the full tax credit is SEK 12 000. Each donation to 

a charitable organization also needs to amount to more than SEK 200 and the minimum 

amount given in total to all charities in order to receive the tax credit is SEK 2 000. Both the 

gift floor and cap is for the entire calendar year, so that over one calendar year you need to 

donate more than SEK 2000. Furthermore, the gift must be a monetary gift and the charity 

you donate to must be approved by The Swedish Tax Agency. Organizations get authorized 

as an approved charity for a period of three years and after that period they need to re-apply. 

The Swedish Tax Agency only accepts certain types of organizations, such as those working 

with social assistance activities and research. If the gifts are given to an authorized 

organization, but the gifts are meant for an activity that does not qualify into the category of 

social assistance activities or research, the gift will not entitle the donor to receiving the tax 
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credit. The organizations also needs to pay a SEK 10 000 application fee to The Swedish Tax 

Agency in order to get approved, as well as an additional SEK 7 000 per year to remain 

approved by The Swedish Tax Agency. The individual giving the gifts and wanting to receive 

the tax credit needs to be 18 years or older, pay all income taxes in Sweden and have a tax bill 

which is larger than the tax credit. This rule aims to make sure that individuals do not end up 

with a negative tax rate (The Swedish Tax Agency, 2021). In Lifvendahl (2012), which is a 

book about giving in Sweden, she writes about the role civic society should have in Sweden 

and how it should be financed, which to a large degree an ideological question. Politically, the 

party that promoted the tax credit system was the Christian Democrats, who modeled their 

version of the tax credit on the Norwegian tax credit for charitable giving. They viewed the 

tax credit as a way of strengthening charitable organizations, which the Christian democrats 

consider should have a larger role in society and take on some of the responsibilities which the 

State currently carries. This contrasts with the Social Democrats and The Left party who view 

charitable organizations favorably, but do not consider that the organizations should take on 

responsibilities which the State is currently undertaking. They prioritize using the money that 

would be lost from the taxes with the implementation of the tax credit to be instead used by 

the government to try to solve the problems that these organizations try to solve. 

(2018/19:SkU21, 2018).   

 

According to a survey conducted by FRII/NOVUS (2014) that asked whether people knew 

about the tax credit for charitable giving, 58% answered that they knew about it and 66% of 

the individuals supported a tax incentive for charitable giving. A new survey conducted in 

2019 by the same organization found that the support for tax incentives for charitable giving 

had decreased to 60%, which was a statistically significant decrease. In 2022 GIVA, which is 

the same organization as FRII, but they changed their name, conducted a new survey where 

they found that only 42% of respondents knew about the Swedish tax credit. In the new study 

they also found that among older individuals (65-79 years old), 67% of the respondents knew 

about the tax credit. This is likely also true for the years 2012-2015 and that the increase in 

knowledge about the tax credit in for older individuals was not increased in the period 

between 2015 to 2022. GIVA also asked (in 2022) whether individuals would change their 

behavior because of the tax credit and found the 90% of individuals who answered would not 

change the amount they donate because of the tax credit (GIVA, 2022). This indicates that 

the effect of the tax credit is not substantial. It should be remembered that this survey is 

funded by an industry organization for charitable organizations.  
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For the charitable organizations in 2014, 35,3% of their income came from gifts from the 

public, 29.7% came from governmental agencies, 11,2% from other organizations, 6.0% is 

from companies and 17.7% came from other sources (FRII, 2015).  

 

3.3 Studies about the Swedish tax credit 

The only academic study partially analyzing the Swedish tax credit for charitable giving has 

been undertaken by Elinder & Erixson (2022), where they analyzed the relationship between 

intelligence and charitable giving. In their data they could also analyze the effect of the tax 

credit where they look at the bunching in the size of the gifts, they include it in the appendix. 

This was not a full analysis of the effect of the Swedish tax credit on charitable giving, but they 

argue that the tax credit did not have a major effect which could cause bias in their results. If 

the tax credit were to have an effect, we would expect to see bunching around the SEK 2 000 

boundary, because this is the minimum amount for eligibility, but they did not find any 

substantial bunching around the SEK 2 000 point. This is because the individuals should be 

indifferent or cost them less money to donate SEK 2 000 instead of for example SEK 1 800. 

We could also expect individuals to bunch around the SEK 2 400 point because if you donate 

each month and each gifts needs to be SEK 200, your total annual donation will be SEK 2 

400. The problem is that there is consistent bunching around every even number, like SEK 

1 000 and SEK 1 500, so we do not know if the bunching is because it is the limit to get the 

tax credit or if it is just bunching because it is an even number. The problem in trying to 

analyze the tax credit using individual data from the tax authority is that the data is only 

collected for the years when the tax credit was already implemented, which means that we 

cannot compare the bunching to when it had not yet been implemented. 

 

3.4 Other countries’ tax credit as comparison 

The Swedish tax incentive to donate to charities is relatively minor and limited in contrast to 

the incentives of other countries. Tax incentives for charitable giving have existed for a long 

period of time in Europe and other industrialized countries, with Sweden being the only 

exception, prior to the implementation of the Swedish tax credit. Finland does not have a 

general tax incentive system for charitable giving, but donations to certain universities in 

Europe are allowed to be deducted from the taxable income. There is a cap, but it is large and 

set at  



 

 
 

14 

EUR 550 000. Norway has a tax reduction on charitable giving with a cap of NOK 40 000 

with the total amount donated in a year needing to amount to at least NOK 500. In 2015, 

NOK 3.5 billion was donated that was eligible for the tax credit. Denmark has a tax reduction 

with a cap of DKK 16 300 (Kinnma, 2019). This likely leads to individuals who donate large 

amounts of money in Sweden have less incentive to donate more because of the tax credit is 

small compared to rich individuals in other countries where there is a higher cap for when 

donations are still eligible. From a European perspective, Sweden is not the most charitable 

nation with private donations in relation to GDP being ranked 11th out of 20 European 

countries, based on the most recent aggregate report with data from 2013 by Hoolwerf & 

Schuyt (2017). At that time, Sweden had substantially lower per capita donations compared to 

Denmark, Norway and the UK. It is difficult to accurately compare the amount of donations 

between European countries, because the total amount of donations to charitable 

organizations is generally not aggregated on a national level in each country.  

 

3.5 Statistics about the tax credit for charitable giving 

Table 1: Information about the donations to charitable organizations in Sweden.  

 2012 2013 2014 2015 

Number of individuals who 

donated and received the tax credit 

195 000 255 000 294 000 333 000 

Number of approved organizations 43 66 73 77 

Number of approved organizations 

in the dataset 

39 55 60 60 

Tax expenditure for donations,  

(million SEK) 

160 220 250 290 

Total size of donations  

Approved for tax credit   

640 880 1 000 1 160 

Average donation over the year 

which is Approved for the tax 

credit (SEK) 

3 280 3 452 3 400 3 484 

Total donations in dataset to 

approved organizations (million 

SEK) 

2 109 2 570 2 726 3 130 

Source: Kinma (2019) and own calculations 
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According to the Swedish budget proposition of 2016, there were in 2012 around 195 000 

individuals who donated a large enough amount to qualify for the tax credit for charitable 

giving and they donated an aggregate amount of SEK 160 million, in 2013 those numbers 

had increased to 255 000 who qualified for the tax credit for charitable giving and their 

aggregate donations amounted to SEK 220 million, for 2014 and the amount was estimated 

using the FASIT-model, so we do not know the share of individuals donating who get the tax 

credit, and the number estimated was 294,000 individuals in 2014 and they donated SEK 250 

million and 333 000 individuals in 2015 and they donated SEK 290 million (Kinnma, 2019). 

The FASIT-model is a micro-simulation model constructed by Statistics Sweden, which is 

used to calculate the expected effects of different types of tax, fee and transfer systems and 

while not as accurate as actual data, it is a good alternative to use when actual data is not 

available (Statistics Sweden, 2022). In total that means that for the period between 2012 and 

2015, SEK 920 million was provided by the government as a tax credit for individuals 

donating to charitable organizations. There was also a large increase of organizations that 

applied and were approved following the tax credit regulation that was implemented in 2012, 

with the number of approved organizations increasing from 43 in 2102 to 77 in 2015. In the 

data, the donations appear to average around SEK 3400 for all years. We can see that both 

the number of individuals donating, and the total amount donated increase each year as more 

and more organizations were approved. This is most likely driven by the increase in the 

number of approved organizations and not by individuals donating larger amounts, since the 

average donations do not increase substantially.  

 

When looking at the total amount of donations in the dataset, it can be seen that they are 

substantially larger for all of the years than the amounts eligible for the tax credit (more than 

10 times larger). The total amount of donations to organizations which are approved for the 

tax credit includes many donations which do not fulfill the criteria for being eligible for the tax 

credit but are donated to organizations which are approved. This means that the majority of 

donations to charitable organization in Sweden do not fulfill the requirements to get the tax 

credit. To put this number into context, Norway, being a country of approximately half the 

Swedish population, had NOK 3.5 billion in donations eligible for their tax credit, whilst 

Sweden had SEK 290 million donations eligible for the Swedish tax credit, with the NOK 

and SEK at the time having roughly a one-to-one currency exchange rate (Kinnman, 2019).  
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3.6 Understanding the effect of the tax credit on charitable giving 

If someone donates SEK 4 000 during one year, for example to an authorized charitable 

organization, 25% of it, which is SEK 1000, will go towards reducing taxes. This means that if 

we are looking from the government’s point of view there is a loss of SEK 1 000. The aim is 

that the tax incentive will lead to the individual giving more money because of the tax credit, 

for example, they might instead donate SEK 5 500. This means that the individual receives a 

tax credit of SEK 1 375 and donates, subtracting the credit, SEK 4 125. If we are looking 

from the government’s point of view, the government provides SEK 1 375, but the charitable 

organization receives SEK 1 500 more, and therefore the total effect is positive. From the 

point of view of the charitable organizations it is always positive to increase the donations 

because they suffer no losses from the lost taxes. But we also must think of the alternative uses 

of the tax credit, for example could the government give the money directly to the charitable 

organization. 

 

The tax credit might also lead individuals to increase their donations to reach the threshold. 

For example, if an individual donates SEK 1 500 before the tax credit, they might increase 

their donation to SEK 2 000 so that they are eligible to receive the tax credit, of SEK 500. 

This means it is net neutral for the government because the increase in giving is the same size 

as the tax credit which the individual receives. If an individual is a monthly giver, it is also 

possible to fulfill one of the requirements but not both, if an individual gives between SEK 166 

and SEK 200 per month, they will in total give more than SEK 2 000 during the year, but not 

give more than SEK 200 each time they donate. This means they will not receive the tax 

credit. In the range between SEK 166 and SEK 200 per month, the cost for the individual 

will actually be less if they were to donate more. 

 

4. Methodology 

This section will present the data which was acquired, how it was used to evaluate what the 

effect of the tax credit was, and the problems and biases which potentially will threaten the 

thesis. 

4.1 Data  

This study has received data from GIVA, which is an industry organization for charitable 

organizations in Sweden. The data was anonymized, so it was not known which organizations 
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are involved. The data spans the period 2011-2020. The variables having been made 

available are the amount of donations from individuals to each organization for each year, 

what kind of organization it is, for example if it is a research organization or refugee 

organization, if the donation is approved for the tax credit for charitable giving and, in that 

case, when it was approved. The variable for donations from individuals does not include 

testaments or money received from the organization Postkodlotteriet, which is a lottery in 

Sweden. Data was also gathered from individual organizations, which are not included in the 

GIVA dataset, in order to increase the dataset. To be able to analyze the trends before the 

implementation of the tax credit, data for private donations to different organizations for the 

period 2007-2011 has also been collected. It is not possible to obtain the amount of donations 

to each organization for each year, which would make it possible to evaluate what the average 

donation to different organizations would be. 

 

GIVA does not represent all the charitable organizations in Sweden, but almost all large and 

medium sized organizations are included. It is much more difficult to gather data from smaller 

organizations, since they generally do not keep data as long a larger organization do and have 

less detailed data. To get a better view of the number of organizations which are represented 

by GIVA, we can compare the dataset received by GIVA with the list of the top 50 Swedish 

charitable organizations published by the Swedish Fundraising Control. Out of the top 50 

organizations which received the most donations in Sweden according to Insamlingskontroll 

(2020), 44 organizations are included in the GIVA dataset. Out of the total amount donated 

to the top 50 organizations, the 44 organizations included in the GIVA dataset represented 

95.2% of that amount.  
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4.2 Descriptive statistics of the GIVA dataset 

Table 2: Descriptive Statistics in million SEK 

 Approved Non-Approved 

 Mean Sd N Mean Sd N 

All approved organizations 60.76 93.77 63 15.92 37.32 69 

Approved in 2013 10.60 16.35 12    

Approved in 2012 85.67 10.60 33    

Type of Organization Approved Non-Approved 

Children 165.3 143.00 8 3.00 5.93 20 

Development 28.15 39.23 14 36.91 48.24 9 

Research 59.38 81.31 11 7.12 5.40 6 

Social 19.06 26.85 11 3.74 7.38 13 

Source: Own calculations 
In Table 2 we can see the mean donations per year for an organization, the standard 

deviation of donations, and number of organizations of both those which are approved and 

those not approved, as well as the different types of organizations. The approved 

organizations receive considerably more donations when considering mean donations, with 

the mean donations for approved organizations being SEK 60.76 million and the mean for 

non-approved organizations is SEK 15.92 million. For organizations approved in 2012, the 

mean is SEK 85.67 million and for the organizations approved in 2013 the mean is SEK 

10.60 million. There are also, however, control organizations which are comparable to the 

approved organizations in respect to the size with the mean for non-approved organizations is 

SEK 15.92 million. There are slightly more organizations which are non-approved compared 

to approved organizations, but they are roughly similar. In Table 1 there are 60 organizations 

which are included as approved organizations, whilst there are only 54 organizations in Table 

2. This is because there are some organizations that do not provide data for all years and 

Table 2 only includes organizations which have data for all years. This means that there are 

60 organizations in the dataset which are approved by the tax authority, but only 54 of these 

organizations provide data for all the years 2011-2020. Table 2 also includes information 

about the distribution of organizations in the dataset regarding the primary objective of the 

organization. Each organization has been defined depending on their primary objective as an 

organization and it has been decided to include the primary objectives of Children, Research, 

Social and Development in Table 2. There are more categories, but the number of 

observations in those categories are so small that it is not useful to include them in the table. 
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For the categories Children, Research and Social, the mean for the approved organizations is 

substantially higher compared to non-approved organizations, but in the category 

Development the mean of the non-approved organization is larger than for the approved 

organizations. The largest difference is for the category Children, where the mean for 

approved organizations is SEK 165.3 million and for non-approved organizations the mean is 

SEK 3 million. 

4.3 Empirical approach 

The ideal analysis of the effect of the tax credit on charitable giving would be to receive data 

on an individual level before, during and after the tax credit. The closest possible data 

available for this type of analysis is from the Swedish Tax Authority, which has individual 

level data for donations to authorized organizations, but only during the period when the tax 

credit has been implemented. Since there is no data for before or after the tax credit was 

introduced/abolished, it is not possible to perform an analysis similar to that of most previous 

studies like, Almunia (2019). There are also no control groups available., Even if we were to 

get access to data before the tax credit which Almunia (2019) had, it is still not possible to 

analyze in a similar way. The most credible analysis possible with that data is the partial 

analysis done in Elinder & Erixson (2022), but it is not possible to conclusively prove anything 

using their data. The most detailed data available is data on an organizational level for each 

year, which is why it was chosen. Individual level data is most often preferable to use 

compared to more aggregated data, but in this case, it is not possible. The method which will 

be used is a staggered difference-in-difference method comparing donations to the 

organizations which are approved by the Swedish Tax Authority, therefore the treated group, 

and those organizations which are not approved, the non-treated group. This method is 

largely possible because of how restrictive the Swedish Tax Authority is when deciding which 

organizations should and should not be approved for the individuals donating receive the tax 

credit. This makes it possible to reasonably compare the Approved and Non-Approved 

organizations and use them as treated and control groups. This is not possible in most other 

countries, since few organizations are non- approved - for example, Norway had more than 

600 different approved organizations in 2020, compared to 77 in Sweden. This makes it 

possible to use the staggered difference-in-difference method in Sweden, but not in many 

other countries. This is also likely the reason it is not used in the previous literature. You could 

also use a staggered difference-in-difference model where you estimate the effect for the 

organizations approved for different years, so there is an interaction term for each groups of 

organizations which are approved for each year. The problem is that because the sample is 
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small, separating the different estimates will make the regression lose power. It is also the total 

effect for all years which we are trying to find, so the estimate using a staggered difference-in-

difference is the most optimal to use. 

 

The specification for the regressions that will be used is as follows: 

𝐿𝑛𝐷𝑜𝑛𝑎𝑡𝑖𝑜𝑛!"#$ = 𝛼% + 𝛽&𝐴𝑝𝑝𝑟𝑜𝑣𝑒𝑑!" + 𝛽'𝐴𝑝𝑝𝑟𝑜𝑣𝑒𝑑!" ∗ 𝑌𝑒𝑎𝑟" + 𝛽(𝑃𝑜𝑠𝑡𝐼𝑛𝑡𝑒𝑟𝑣𝑒𝑛𝑡𝑖𝑜𝑛" ∗

𝐴𝑝𝑝𝑟𝑜𝑣𝑒𝑑!" + 𝜒" +	𝛾# +	𝛿$ + 𝜀!"#$       (3) 

 

𝐿𝑛𝐷𝑜𝑛𝑎𝑡𝑖𝑜𝑛!"#$ is the natural logarithm of the total amount donated to the organization 

(which means that estimates can be interpreted as the percentual change of the dependent 

variable), i is the subscript for each individual organization, t is the subscript for which year it 

is, o is the subscript for what type of organization the main focus is on, s is the subscript for the 

size of the organization, 𝛼% is a constant, 𝑌𝑒𝑎𝑟" is a binary variable which is 1 if the 

organization was approved that year and 0 if the organization was not approved for that year, 

𝐴𝑝𝑝𝑟𝑜𝑣𝑒𝑑!" is a binary instrument which is 1 if the organization was authorized by the 

Swedish Tax authority at any point and 0 if the organization was not approved, 

𝑃𝑜𝑠𝑡𝐼𝑛𝑡𝑒𝑟𝑣𝑒𝑛𝑡𝑖𝑜𝑛" is a binary variable which is 1 if is after the intervention and is 0 before and 

during the intervention, 𝑋" is the year time fixed effect which includes dummy variables for each 

year, 𝛾# is a fixed effect for which organizational type it is and includes dummy variables for if the 

organization is that type of organization, 𝛿$ is a size fixed effect which categorizes the 

organizations into three different sizes and 𝜀 is the error term. 𝛽' is the main estimate of interest 

capturing the interaction between the 𝐴𝑝𝑝𝑟𝑜𝑣𝑒𝑑" ∗ 𝑌𝑒𝑎𝑟" which captures the effect of the tax 

credit for approved organizations. 𝛽) is the interaction between 𝑃𝑜𝑠𝑡𝐼𝑛𝑡𝑒𝑟𝑣𝑒𝑛𝑡𝑖𝑜𝑛!" ∗ 𝑇𝑟𝑒𝑎𝑡𝑒𝑑! 

and captures if there is an effect of being approved for the tax credit after the tax credit was 

removed.  

 

To control for the possibility of variance or covariance of the outcome across observations, which 

would lead to bias in the standard errors and to control for heteroskedasticity, clustered standard 

errors will be used. It could be argued that robust standard errors should be used, but when 

having time series data it is optimal to cluster on the individual level (Cameron & Miller, 2015). 

 

Given that the tax credit is for 25% of the donated amount, we could expect the tax credit to have 

a maximum effect of percentual change that is a little above that, but given that we know that only 

approximately 10% of the donations to approved organization meet all the criteria to receive the 
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tax credit it might be more probable to expect that the effect is smaller than that. It is possible that 

if the effect is not small it is not possible to estimate because of the noise and because we analyze at 

all donations to the organizations and not donations which are approved. This does not mean that 

it doesn’t exist just the we can not confidently estimate it. 

 

4.4 Identifying assumptions and threats 

The key assumption for difference-in-difference models is the parallel trends assumption, 

which states that if the intervention had not occurred, the difference between the treated and 

control group would be the same. The treatment therefore creates the deviation from the 

common trend. The two groups do not have to be at the same level, they only need to follow 

each other if there was no treatment. It is often preferable to have the treated and control 

groups on the same level pre-treatment, but it is no required and it is common not to have the 

control and treated groups level pre-treatment (Angrist & Pischke, 2008, pp. 169-171). There 

is no completely certain way of knowing that the parallel trend assumption is true, but there 

are tests that can be performed, which can indicate whether it is true. Trying to ascertain 

whether the control and treated groups are parallel pre-treatment it is important to ascertain 

what functional form the dependent variable should be. When using the log of the dependent 

variable we capture the percentual or proportional effects and when using the level of the 

dependent variable we capture the absolute effect. There are both advantages and 

disadvantages to using loglinear regression and just the linear of the dependent variable 

regression and it is important to ascertain which is preferable to use given the data. When the 

control and treated groups are not level pretreatment, it is also not possible for both log of the 

dependent variable and the level of the dependent variable cannot both be equally good to 

use, one will be useful, and one will not be. This is because when both the control and treated 

groups are level, the same percentual change in both groups will lead to the absolute change 

in both groups being the same. When the groups are not level, the change will be different in 

percentual and in absolute levels, so one will be more correct to use the functional form for the 

dependent variable. Figure 1 and 2 plot the pretreatment trends for approved and non-

approved organizations, with one having the log of the dependent variable and one being the 

level of the depend variable.  

 

 

 



 

 
 

22 

Figure 1: The figure shows the log of mean donation for approved and non-approved organizations 

for the period 2007-11. The blue line is for approved organizations and the red line is for non-

approved organizations 

 
 

In Figure 1 we can see the log of the pre-trends of the organizations before the 2012 

implementation of the tax credit. Both the approved and non-approved organizations clearly 

follow each other before the intervention, except for in 2008 when the approved organizations 

increased slightly and the non-approved organization decreased slightly. The increase in 2010 

was roughly the same size for both the approved and non-approved organizations. When 

using the log of the dependent variable before the treatment, the trends are roughly parallel to 

each other and therefore it can be assumed that the parallel trends assumption is true, based 

on figure 1 and 2. In both Figure 1 and 2 there were 35 organizations included which are the 

organizations which had complete data for 2007-2011. It would be useful to make a figure 

which includes all the years from 2007-202,0 but the organizations which provide data from 

2007-2011 has as a group less donations on average, which makes the figure misleading. This 

also means that it is not possible to conduct placebo tests, where one tests changing the year 

when treatment occurs to different points of times before the treatment to see if they become 
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significant in the regression, but because the dataset used for the regression only has one 

pretreatment years this is not possible.  

 

Figure 2: The figure shows the mean donation for approved and non-approved organizations for the 

period 2007-11. The blue line is for approved organizations and the red line is for non-approved 

organizations 

 
 

In Figure 2 we can see the levels of the pre-trends of the organizations before the 2012 

implementation of the tax credit. Here the increase in 2010 is larger than for the approved 

organizations compared to the non-approved organizations. This indicates that we should use 

a loglinear regression in the regressions to capture the percentual changes in both groups.  

 

It is ideal that the control and the treatment groups are similar before the intervention. In this 

study they are so because many of the organizations in the control group are well-established, 

properly run and receive large amounts of private donations, but they are excluded because of 

the services they provide or because they decided not to apply for authorization from the 

Swedish Tax Authority. Examples of organizations that are not approved are Amnesty, The 

Sea Rescue Society and Greenpeace. These are large organizations that in many ways are like 
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the approved organizations, which makes them candidates for being used as a control group. 

There are also smaller organizations included where it is not known why they have not 

applied to become approved by the tax authority. It might be because they find the 

application fees too steep and they do not consider getting approved for tax credit is worth the 

administrate cost of registering the personal identification numbers of all the individuals who 

donate to the Swedish Tax Authority.  

 

4.5 Bias and difficulties in the methodology 

Organizations are only approved for a period of 3 years by the tax authority. There could be 

an issue with certain organizations not re-applying in time and possibly not being treated for 

the entire period, but since the tax credit was repealed at the beginning of 2015, the 

organizations that were approved in 2012 were all still approved for the entire time that the 

tax credit was in use. This means that for the period 2012-2015, if an organization is 

approved, it is approved for the entire period that the tax credit was implemented.  

 

One problem which arises is that these organizations are approved continuously throughout 

the year, so not all organizations are approved for the entire year in which they were 

approved. This means that the organization is defined as treated for the entire year but might 

not be approved for the entire year. In the data, a trend of more organizations getting 

approved at the beginning of the year is seen, but there are also plenty of organizations being 

approved later in the year. In figure 1 in the appendix, the distribution of which month 

organizations where approved is plotted. We can see that more than half of the organizations 

approved in 2012 and 2013 were approved in January and February, but several 

organizations were approved later in the year. This might create negative bias in the estimates 

since they are supposed to measure the effect, but it actually measure the effect of being 

approved for part of the year. To check if there is bias, regression 1 and 2 in Table 4 was run 

using the definition of when in the year the organization was approved was changed to the 

year after, so for organizations approved in 2012, they were set to being approved in 2013. 

The estimates were quite different compared to the one estimated in regression 1 and 4 in 

Table 3, where the old definition was used. The effects suddenly became large and statistically 

significant in regression 1 in Table 4, but the large effect is lost when including the size and 

organizational type fixed effects. The estimates are still larger in regression 2 in Table 4 

compared to regression 4 in Table 3. This indicates that there might be a bias present because 

of when the organization was approved or that it takes a longer time for the effect to be felt. 
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One possible bias which occurs in many difference-in-difference estimates is that there are 

time variant effects which influence all organizations for a certain year. To control for that 

effect, a time fixed effect was used to control and to remove that bias. For DD estimates it is 

the norm to use time fixed effects because there are often macro trends which might influence 

all observations for certain year. 

 

One bias which could be present in the model is that givers choose approved organizations 

instead of non-approved organizations because of the tax credit. Another of the identifying 

assumptions for difference-in-difference regressions is that the treatment and the control 

groups cannot affect each other. This assumption may be violated if individuals choose to 

donate to an approved organization because of the tax credit instead of a non-approved 

organization if the tax credit was not implemented. This would be a positive bias on the 

treated group and the estimates would therefore be larger than the true effect. It is not possible 

to correct for this effect and because individual level data is not available, it cannot be checked 

if individuals change organizations that they donate to because of the tax credit. If the effect 

was prominent, we would find a dip in donations after the tax credit was implemented for 

non-approved organizations, which is not found in Figure 3 and 4, which indicates that the 

bias is not a major problem.  

 

There are also numerous other effects which might create ”noise” in the data so that the true 

effect of the tax credit is difficult to estimate. One major effect is the crowding out effect, 

which was discussed in Hungerman (2005).It was estimated that for every dollar that the 

government provides in grants to organizations, private donors decreased their donations by 

20-38%. In 2015, SIDA (Sweden’s government agency for development cooperation) granted 

SEK 17 759 million, while the total amount of donations approved for the tax credit for 

charitable giving was SEK 1 160 million (SIDA, 2015). Most of the money is given directly to 

projects, but some of it is also given to organizations. It includes donations to organizations 

who are both approved for the tax credit, like Save the Children and We Effect, and 

organizations which are not approved for the tax credit, like RFSU and WWF (SIDA, 2015). 

There are also other private institutions which provide grants that might have a crowding out 

effect. It would be ideal to include grants that all organizations received for each year, but the 

data on this variable is not available. There have been limited studies of the crowding out 

effect in Sweden, but Breman (2009) studied it and found that there is a partial crowding out 
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effect when organizations receive grants from the government, but that the effect is not large 

enough to dissuade charitable organizations from accepting the grants.  

 

There are also events which lead to specific kinds of organizations receiving more donations 

during a small window of time. For example, Slovic, et al. (2017) found that when the picture 

of the young Syrian child Aylan Kurdi was published, it had a major effect on donations to 

charitable organizations working in Syria. This effect of a specific crisis having a large effect 

on donatins to charitable organizations working with that specific issue might bias, depending 

on the proportion of organizations which are represented in the sample. If there are many 

charities focusing on development included in the data, but there is a large majority of those 

organizations which are approved for the tax credit and they have an large increase, that will 

create bias in the estimates. This problem is primarily solved by using organizational type 

fixed effects. 

 

Furthermore, individuals might not know which organizations are approved by the tax 

authority and which are not, and therefore they might assume that the organizations they 

donate to are approved. This might lead to the effect that the tax credit has is the same for 

both authorized and non-authorized organizations. This bias would mean that the interaction 

estimates would show no effect of the tax credit when there in fact is an effect. This is linked to 

the saliency of the tax, with people just knowing that there is a tax credit and not knowing 

which organizations are approved and not approved. It could also be that the tax credit makes 

individuals donate more money, which leads to donating to charitable organizations 

becoming more popular and more of a norm, leading to more donations. This would lead to 

an increase for both approved and non-approved organizations. It is, however, quite difficult 

to prove whether these theories are true or not. One way would possibly be to look if there is a 

jump for all organizations in 2012, when the tax credit was implemented. In Figure 2 and 3 in 

the results section we cannot see any evidence that there is an increase for all organizations in 

2012, meaning that this bias likely is not sizable. 

 

It might also be that charitable organizations increase their campaign efforts in response to the 

implementation of the tax credit. This might lead to more donations, but the campaigns also 

cost money and to find the true effect of how much of the donated money actually gets used 

for the primary purpose, we ideally need to subtract the campaign spending from the effect on 

donations which the tax credit has. This is not possible in this study since the  data on 
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campaign costs for each organization is not available, but this bias is important to include in 

the analysis. GIVA (2022) found that when approved charitable organizations call donors and 

inform them about the tax credit, donations increased by 7%. However, this finding has to be 

controlled for the cost of hiring individuals to make the calls  and inform the potential donors.  

 

5. Results 

This section contains a presentation of the results of the analysis of what the effect is of the 

Swedish tax credit for charitable giving on donations.  Both regressions and figures showing 

what the effect is will be presented. 

 

5.1 Regressions analyzing the effect of the tax credit for charitable giving 
 
Table 3: Regressions on the effect of the tax credit  

 
There are different fixed effects for different regressions. Clustered standard are used 

clustering on organizations 

 

Table 3 shows the effect of the tax credit on the approved organizations and an estimate 

capturing the possible effect after 2015 when the tax credit was repealed. The different 

regressions also have different fixed effects, with regression 1 having year fixed effects 

included, regression 2 having year fixed effects included and type fixed effect included, 
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regression 3 having year fixed effects and the organizational size fixed effects included and 

regression 4 having including all of the fixed effects included. 

 

In the regressions we can clearly see a large difference in the estimates when the size fixed 

effects are included, compared to when they are not included. The size fixed effect makes the 

regression compare organizations which receive similar amounts of donations. The DiD 

(difference-in-difference) estimates for the effect of the tax credit, in the regressions without 

size fixed effects are around 0.27, which means that the tax credit increased donations by 

27%, but the same estimates when the size fixed effect were included were around 0.08. A 

similar result is visible regarding the estimate for the post-effect. When not including size fixed 

effect the estimate is around 0.1, but when year fixed effects are included, the estimate instead 

deceases to around 0.02. All these estimates have quite large standard errors, which makes it 

difficult to properly assess the true effect that the tax credit has had on donations and the 

confidence intervals are considerable. In regression 1 and 2 the confidence interval is 

approximately between  -0.17 and 0.70, which indicates that the effect of the tax credit could 

be slightly negative or very large, so it is difficult to clearly interpret the results. In regression 3 

and 4 the confidence interval is between -0.23 and 0.4, which also indicates that the effect 

could be negative or very large. The reason interpretation is difficult is not only the standard 

errors, but it is possibly also the size of the estimates. It can also be seen that when including 

the size fixed effect, the R-squared jump from around 0.18-0.26 to 0.76-0.78, which is a 

significant increase. 

 

The size fixed effects are used to control when the size of different organizations is not 

comparable, which may cause bias on the estimates. In this case, it can clearly be seen that 

these shocks have a large impact, and that bias is sizable. When removing the bias with the 

size fixed effect we find that the estimates are smaller, which is an indication that the effect is 

smaller than the estimates in regressions 1 and 2. The organizational type fixed effects do not 

seem to have a sizable effect on the estimates, indicating that there is not much bias depending 

on the organizational type. The range of possible effects discussed in the methodology section, 

which is likely to be present, is within the confidence interval. 
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Table 4: Sensitivity regression on the effect of the tax credit 

 
There are different fixed effects for different regressions. Clustered standard are used 

clustering on organizations 

 

In Table 4, sensitivity checks were conducted to establish whether the results are robust to 

small changes in the regression. The small changes should not have a large impact on the 

results if the results are stable and strong. The different regressions have different fixed effects. 

In regression 1 and 2, the treatment is changed so that the organizations approved in 2012 are 

defined as treated the year after (2013) and the organizations approved in 2013 are defined as 

treated in 2014. This is because not all organizations were approved for the entire year, with 

some being approved later in the year and not actually treated for the entire period defined in 

the regression. With this new definition, all the organizations are treated for the entire period 

that they are defined as treated for in the regression. We see a large difference compared to 

regression 1 in Table 3 and regression 1 in Table 4. The estimates become statistically 

significant to 99% and are exceptionally large. This might indicate that there is some negative 

bias for organizations approved because they got approved later in the year and therefore are 

not treated for the entire year. When including the other two fixed effects in regression 2 in 

Table 4 it is more like regression 4 in Table 3.  

 

In regressions 3 and 4, the smaller organizations were excluded, which means the 

organizations with average annual donations of less than SEK 100 000. In regression 4, the 

estimates for the effect of the tax credit reduce in size somewhat. In regressions 5 and 6, the 

largest organizations were excluded, which means that organizations with a mean annual 
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donation of more than SEK 10 million were not included. In regressions 5 and 6, the 

estimates for the effect of the tax credit become slightly smaller, but not significantly so.  

 

In all of the regressions the confidence intervals are comparable in size to the regression in 

Table 3, with the lower limit being negative and the upper limit being quite large, except for 

regression 1 in Table 4 which is between 0.25 to 1.52. The estimates change much because of 

the small changes in the regressions indicate that the results are quite sensitive and the 

strength with which it can be interpreted is weakened because of it.  

 

5.2 Figures analyzing the effect of the tax credit for charitable giving 
 

Figure 3: Graph of logarithm of mean donation for the period 2011-2022. The blue line includes the 

organizations approved in 2012, red line includes the organizations approved in 2013, the green line 

includes the organization which are not approved and the orange line is organizations includes all 

donations. 

 
 

In Figure 3 we can see the mean donations for all the approved organizations, the 

organizations approved in 2012 and 2013 and for the non-approved organizations. In Figures 
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2 and 3 data from the years 2007-2010 is not included because there are only 35 organizations 

which provide data for the entire period 2007-2020, compared to the 124 organizations which 

have data for 2011-2020. A clear sign that the tax credit has a positive effect on donations 

cannot be seen here. In 2014 the organizations which were approved in 2013 increased more 

than the others, but then decreased again. When comparing all the approved organizations to 

the non-approved organizations, the lines follow each other almost perfectly, which indicates 

that the there is no effect of the tax credit. For the rest of the period the trends are roughly 

parallel for the various groups. There are no individual lines for organizations approved in 

2014 and 2015 because there are too few observations to make them worthwhile to include in 

Figures 3 and 4.  

 

Figure 4: Graph of logarithm of mean donation for different types of organizations. The top left figure 

is organizations primarily working with development, the top right figure is organizations primarily 

working with research, the bottom left figure is organizations primarily working with children and the 

bottom right figure is organizations primarily working with social issues. The red lines are for non-

approved organizations and the blue lines are for approved organizations 
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Figure 5 shows the different types of organizations and the average donations for each type of 

organization for both approved and non-approved organizations. The figures comparing the 

different types of organizations show a much more pointed pattern compared to the total 

averages of all types of organizations included in Figure 4, which is due to the fact that there 

are fewer observations in each of the figures, so that noise has larger effect. In all the figures 

there are no evident spikes in donations during the year in which the tax credit was 

implemented, but it is difficult to interpret the figures because they seem to include 

considerable noise. 

 

Figure 6: Boxplot shows the distribution of donations to charitable organizations to approved and 

non-approved organizations, before and after the tax credit was introduced. The horizontal line of 

through each box is the mean 

 
 

In Figure 6 we can see that after the tax credit was implemented, the donations increased 

slightly for both groups but not substantially. The interpretation of this boxplot is that there is 

no clear effect of the tax credit. The whiskers are larger for when the tax credit is implemented 

and that is understandable because there are more years included compared to before the tax 

credit was introduced. 
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6. Discussion 

In the results there is no evidence that the effect of the tax credit is positive, but in this study it 

is not possible to confidently confirm that there is no effect. In the regressions and the figures 

for organizations approved we can see a small effect but no statistically significant evidence 

that the tax credit had a positive effect on donations when including time fixed effect. For the 

organizations approved in 2013 the effect is similar when looking at the figures. The problem 

is that the confidence intervals are large, which makes the interpretation of how large the 

effect is difficult. The results also seem to be sensitive to changes which are problematic when 

trying to establish the true effect. The regression estimating that the effect of the tax credit is 

an increase of approximately 27%, when not including the size fixed effects, is unlikely to be 

true since it was seen in Table 1 that only approximately 10% of all donations to charitable 

organizations which are approved for the tax credit are eligible to get the tax credit. It is also 

unlikely, since the tax credit is only 25% and an increase in donations of 27% would mean 

that the elasticity of the tax credit is substantially more than 1, which is high and something 

which has not been found in any previous study similar to this one. In the figures comparing 

the mean donations of approved and non-approved organizations, there is little evidence that 

the tax credit has an effect. Donations are likely driven by other effects, which create noise in 

the figures. This noise is likely one of the reasons why the standard errors was so large. The 

total amount of donations to the organizations can be seen to have increased, but approved 

and non-approved organizations follow each other quite closely, which indicates that it is not 

the tax credit for charitable giving that is the driver of the total increase in donations. For the 

post-effect estimate it is seen that the estimates of the effect are not significant when not 

including the size fixed effect and, when included, the estimates fall to around zero. There is a 

possibility that the effect exists, but the size of it or whether the effect is there, is not possible to 

determine in this analysis. These results are difficult to compare to the results in the most 

relevant previous literature, which states that the effect of tax credits on charitable giving is 

small and not financially valuable for the government, but because of the uncertainty in the 

results it is impossible to say whether the findings of this study is similar or dissimilar. It is also 

difficult to claim that the results provide evidence that one or more of the theories are correct, 

because they all claim that the effect would be that donations increase, and the confidence 

intervals are too large to accurately claim what the effect of the tax credit was. 
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The effect in this study is difficult to compare to the findings in previous literature because it is 

difficult to accurately claim what the effect is. One factor which hampers the study’s ability to 

analyze the research question more effectively is the number of observations. The dataset is 

not large enough and is hampered by loss of data for certain organizations in specific years, 

resulting in that entire organization being excluded from the dataset. For future research more 

data, data on individual level and for a longer period is needed to properly to answer the 

research question. It would also be useful to further look at what the effect of the new tax 

credit is and to see if the effect is different when it will be increased in 2022. It would also be 

useful to include a longer pretreatment period to be able to more clearly prove or disprove the 

parallel trends assumption. 

 

One reason that the tax credit for charitable giving did not have a significant effect, when 

other tax credits in other countries have demonstrated it has an effect on donations, might be 

that the tax credit is too small to have a significant effect on donations. Since the Swedish tax 

credit on charitable giving is capped at a low amount, the price effect on donating more for 

individuals who donate considerable amounts of money will be quite small and the only 

individuals the tax credit has a large impact on are individuals who donate smaller sums.  It 

has been previously found in Fack & Landais (2010) that the tax credit has the largest effect on 

individuals who donate large amounts of money, which means they have the highest 

elasticities. Individuals who donate smaller amounts of money have a much lower elasticity. If 

the distribution of elasticities in society is similar in Sweden to that seen in other countries, it is 

not surprising that the effect of the tax credit will be modest or nonexistent. The effect might 

exist, but it is too small to detect with the empirical approach and data used. The results also 

do not support the theory that if the tax credit was further expanded, so that more individuals 

got access to it, the effect could be large on donations.  

 

Another reason why the tax credit did not have as large effect as could have been able to have 

is that charitable organization and the government did not properly inform the donors about 

the tax credit for charitable giving. GIVA (2022) found that when organizations, which were 

approved for the tax credit, called and informed donors about the tax credit, 7% of them 

increased their donations. Only 60% of the approved organizations called and informed their 

donors. GIVA also see that there is no increase in donations for approved organizations that 

do not communicate to donors that the tax credit exists. If the tax credit was allowed to exist 

for a longer period of time, the effect of the tax credit might have been larger if more 
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approved organizations communicated to their donors. However, this campaigning does cost 

money and if the increase in donations because of the tax credit is smaller than 7%, the cost to 

the organizations campaigning might be larger than the amount they receive in increased 

donations. That the effect might be smaller than 7% is indicated in GIVA (2022), which found 

that 90% of donors state that the tax credit will not affect the amount they donate.  

 

There is the potential issue of individuals choosing to donate to authorized organizations 

instead of donating to unauthorized organizations because of the tax credit, which was 

discussed in the method section. This will lead to a positive bias on the estimate so that the 

estimate of the effect is larger than it really is, because then the control group is affected by the 

treatment which in a difference-in-difference regression they cannot be. This bias has not 

been detected in the data since there was no positive effect viewed in the results.  

 

The cost for the government in terms of the tax loss is approximately SEK 920 million for the 

four years during which the tax credit for charitable giving was in effect (not including the 

administrative and judicial costs). The size of the loss in tax revenue could possibly be affected 

by behavioral changes by the tax credit but the change is likely not large. Combining this with 

the finding that there is no clear positive effect on donations that can be consistently seen, the 

conclusion is that from a societal perspective the tax credit in this form likely costs more 

money than it brings in.  
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Appendix 

Figure 1: Distribution of which month the organizations were approved  

 
Organizations 1-43 were approved in 2012, organizations 44-66 were approved in 2013, and 

organizations 67-73 were approved in 2014.  


