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Abstract

Social enterprise advocates implicitly assume that consumers are willing to pay a higher price
for products with a noble cause than purely commercial products. We estimate the magnitude of
such price premium, by asking respondents recruited on the streets near Banciao Train Station
(N=584) how much they are willing to pay for a pack of cookies randomly presented to them either
as girl scout cookies for charity or cookies sold on behalf of a local bakery. Results show that
consumers on average are willing to pay an extra 11% for charitable purpose. We also explore how
the price premium varies with sociodemographic characteristics. The charity price premium is
higher for women than men, decreases with education and increases with age. People in their 20s
are unwilling to pay any extra money for charitable purpose. The charity price premium is the lowest
among the singles, followed by those who are in a relationship and then by married people. Parents
are willing to pay a much higher premium than non-parents. There are no noticeable correlations
between charity price premium and any of the big five personality traits. We interpret these findings
in light of tithe in monotheist religions, the sociological literature that young adults are faced with
tremendous uncertainty in their lives, and how altruistic behaviors vary across individuals. Our
findings provide a psychological foundation and supplement the series of charitable giving research
by the economist John List and his colleagues.
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