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Abstract
The present study is the first large-scale empirical legal analysis of tax incentives for char-
itable giving in Switzerland, and one of the few studies globally. Using unique longitudi-
nal data including household income and wealth of the entire taxpayers’ population of
the Canton of Geneva, Switzerland, we study patterns of charitable deductions and char-
acteristics of donors making such deductions. Our study period extends over a decade
(2001-2011), this period also encompassing a legal reform that raised ceilings for charita-
ble deductions. We observe that an overwhelming majority of donors make deductions
that never reach the legal ceiling, especially after the reform. Nonetheless, we identify a
subset of donors that are potentially tax-incentive sensitive, because their deductions con-
stantly reach (or exceed) this ceiling. Deductions made by those donors amount to 30%–

54% of all such deductions in the canton of Geneva. If compared to all donors, the
donors in this particular subset are older (in their mid-late 60s), mostly single, wealthier
and more regular givers (deducters). Analyzing the deduction patterns in the entire
donors’ population, we observe that deducting charitable donations have become increas-
ingly popular during the study period. In addition, we find that donors’ relative generos-
ity tends to decrease when their income and wealth increase. Those results have
important tax policy implications and relevance in modeling tax incentives for charitable
giving, in both Switzerland and elsewhere.

DOI: 10.1111/jels.12322

This is an open access article under the terms of the Creative Commons Attribution License, which permits use,
distribution and reproduction in any medium, provided the original work is properly cited.

© 2022 The Authors. Journal of Empirical Legal Studies published by Cornell Law School and Wiley Periodi-
cals LLC.

758 J Empir Leg Stud. 2022;19:758–797.wileyonlinelibrary.com/journal/jels

mailto:giedre.lideikyte-huber@unige.ch
http://creativecommons.org/licenses/by/4.0/
http://wileyonlinelibrary.com/journal/jels
http://crossmark.crossref.org/dialog/?doi=10.1111%2Fjels.12322&domain=pdf&date_stamp=2022-07-24


INTRODUCTION

A great number of countries implemented in their tax codes income tax incen-
tives that are linked to the charitable giving activity (OECD 2020)1. Such incen-
tives usually take form of legal norms that reduce either taxpayers’ taxable
income (for instance, in a form of a tax deduction) or tax liability (in form of a
tax credit) in relation to a charitable donation reported through tax filing. The
broad goal of such tax incentives is to boost charitable donations to nonprofit
organizations because the latter provide many crucial services to the society
(Duquette, 2016, p. 51).2 This goal is seldom explicitly identified by the legisla-
tor. Legislative proposals often indicate the general intent to boost charitable
giving, but do not specify to what extent the legal norms establishing tax incen-
tives for charitable giving are expected to alter the donors’ giving behavior and
at what types of donors such reforms are aimed (Lideikyte Huber et al., 2021).3

In addition, the effect of legal norms establishing tax incentives on donors’
behavior is not evaluated regularly or at all (Lideikyte Huber et al., 2021). As a
result, knowledge about the impact of tax incentives for charitable giving on
taxpayers is still very incomplete and can be further investigated.

Identifying the exact characteristics of donors that could potentially be
responsive to tax incentives is a major issue for legislators and policy makers
both for legal and public finance reasons. Such knowledge helps designing more
efficient tax incentives,4 and thus spending public money optimally, which is
required by the democratic mandate of any legislator in Western countries. The
fundamental principles of tax law, such as the one of ability to pay, require
using tax incentives carefully due to their potentially unequitable effects in pro-
gressive income tax systems. In particular, structured in a form of tax deduction,
such incentives provide an “upside-down” subsidy, because their benefits
increase as the recipient’s income and/or wealth increases (Thuronyi, 1988,
p. 1159).5 In addition, all tax incentives (deductions or credits) leave out the per-
sons who are outside of the tax system, for instance, those who have a very low
income (Surrey, 1970, p. 720). While incentivizing private giving through taxes,
the legislator also indirectly delegates its budgetary powers to private actors,

1See a study by the OECD of 40 countries in OECD (2020).
2The research indicates, however, other positive effects of such incentives (Bönke et al., 2013).
3In Switzerland, we see regular suggestions to introduce new tax incentives for charitable donations or to increase
the existing ones, with a broad goal to boost charitable giving. The most recent attempt was via a parliamentary
initiative no. 14.470 “Making Switzerland a more attractive place for foundations” of 9 December 2014
4The question on the efficiency of a tax incentive for charitable giving is a difficult one and includes several
parameters, of which the most important is donor’s tax-price elasticity. However, there are but also crowding-out,
which is the rate of reduction of private donations as a response to governmental direct subsidies to the charitable
sector (Bönke et al., 2013, p. 40) and the comparative efficiency of governmental actions in the sector.
5Imagine a hypothetical case, where a person A has a taxable income of CHF 50,000 which is subject to an overall
personal income tax rate of 15% and a person B with respectively CHF 200,000 of taxable income, subjected to
rate of 35%. A fully deductible charitable donation of CHF 100 will cost CHF 85 to A and only CHF 65 to B,
even though the amount of donation is the same and B has a larger ability to pay (her income is higher).
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providing them with an important influence (increasing with the amount donated)
outside democratic decision-making mechanisms. For all those reasons, tax
incentives must be used carefully and in an informed way.

Research to date shows that at least some donors are responsive to tax
incentives, as the latter increase either reported charitable donations (not all
donations being always reported in tax returns) and/or total donations
(Almunia et al., 2020; Andreoni, 2015, p. 362).6 Donors’ behavior can be
influenced by several factors (Bönke et al., 2013, p. 39). Certain authors observe
a link with the size of donations, showing that donors giving larger amounts
react more to tax incentives (Fack & Landais, 2010). Others find such links
studying the characteristics of the donors themselves, such as their income,
wealth, age and other characteristics (Adena, 2021). Clotfelter, 1990 shows that
giving increases with the donors’ income (even though giving as a percentage of
donors’ income, which is in relative and not absolute terms, is declining), educa-
tion and age (Andreoni, 2015, p. 361). The most recent US studies also highlight
that top donor households are also more likely to be married, older, and to have
children than those who are not top donors (Duquette & Mayo, 2021). Studying
affluent donors’ motivation via survey, Osili et al. (2021) report that nearly half
of the affluent donors in the US indicate that receiving a tax benefit sometimes
motivates them to give and 14.5% of such donors indicate that a tax benefit
always motivates them (Osili et al., 2021, p. 13). Same authors find that the vast
majority (88.1%) of affluent households gave to charity in 2020 (Osili
et al., 2021). The observation that donors from richer income and/or wealth seg-
ments are more responsive to tax incentives appears both in European and US
papers (Adena, 2021; Bakija & Heim, 2011). In a number of studies that are not
necessarily related to tax deductions researchers conclude that those who earn
more are more likely to give to charity and give larger amounts (Clark
et al., 2019, p. 13, and references). However, Clark et al. (2019), for instance,
find, subject to certain limitations, that when looking at the percent of house-
hold income given within a single year the reverse holds true: households at
the lowest end of the income spectrum give a higher percent of their overall
income (Clark et al., 2019, p. 13). For tax policy purposes, it would be relevant
to see whether such trends can be confirmed in other jurisdictions, such as
Switzerland.

Overall, the effect of tax incentives for charitable donations has been studied
extensively in certain Western countries, especially in the United States, the

6In the economic literature, there is a consensus that donors’ responsiveness to tax incentives for charitable giving
is heterogeneous (Bönke et al., 2013; Fack & Landais, 2010). They usually measure the responsiveness of donors
via the concept of tax-price elasticity. It describes the change in donors’ giving behavior when the “price” of
charitable giving changes—for instance, when the government introduces a tax incentive allowing to deduct
donations from taxable income (Bakija, 2013, p. 559). Donors who change their giving behavior in response to
such a decrease in price are considered to be “tax-price elastic,” and vice-versa. See a summary of literature on this
concept in Lideikyte Huber et al. (2021).
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United Kingdom, France, and Germany. However, due to the lack of data, this
literature is still very inconclusive about certain points. Globally, the charitable
giving behavior of the very wealthy and their responsiveness to tax incentives is
largely understudied (Andreoni, 2015, p. 361; one of the rare empirical studies
in this respect: Osili et al., 2021). The studies on the effect of tax incentive
reforms on giving are scarce. The majority of the latter also come from the US
literature (see, for instance, studies on possible impact of Tax Cuts and Jobs Act
of 2017 by Clark et al., 2019; Duquette, 2019). This topic is still completely
novel in certain other countries, including Switzerland, where no empirical
research on tax incentives for charitable giving has been produced until 2021
(Lideikyte Huber et al., 2021).

Being the first large-scale quantitative analysis of tax incentives for charita-
ble giving in Switzerland, the current study adds to the existing research in sev-
eral ways. It is the first endeavor to analyze the pattern of deductions in relation
to deduction ceilings in income tax laws. The other unique feature of this work
is analyzing donors’ deductions in relation to changes in deduction ceilings dur-
ing an income tax reform. We also provide a first in-depth study into the charac-
teristics of donors by income and wealth in Geneva, Switzerland, including the
segment of very wealthy donors, the latter being understudied worldwide.
Unlike many studies in this field, our longitudinal data encompass the entire
population of taxpayers of an administrative unit (canton), allowing to control
many important aspects, such as the reoccurrence of giving behavior by the
same donor, and thus increasing the reliability of potentially policy insights.

The present article is organized as follows: “Tax Deductions for Charitable
Giving in Swiss Law and the 2006 Reform” section introduces the legal frame-
work in Switzerland before and after the legal reforms. “Methodology”
section describes the methodology. “Results and Discussion” section presents
our results and discussions. “Summary and Conclusions” section summarizes
the main findings and presents the conclusions.

TAX DEDUCTIONS FOR CHARITABLE GIVING IN
SWISS LAW AND THE 2006 REFORM

Direct tax law framework

Switzerland has a progressive individual income taxation system, tax being lev-
ied at federal, cantonal, and municipal levels. Federal income tax is applied uni-
formly. Its maximum rate of 11.5% is enshrined in Art. 128 para. 1 let. 1 of the
Swiss Federal Constitution and the progressive tax rates and scales are laid
down in the federal law, which is directly applicable (Art. 36 DFTA). In terms
of cantonal taxes, the Swiss cantons, which are 26, are autonomous in setting
their own tax scales, tax rates, and tax allowances (Art. 129 para. 2 Federal
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Constitution, art. 1 para 3 DTHA [Federal Constitution of the Swiss Confedera-
tion of 18 April]). For this reason, tax rates are very different from one canton
to another, concerning both minimum and maximum tax as well as rate progres-
sivity (Swiss Tax Conference, 2021a). In terms of the form of the income tax,
the overwhelming majority of cantons use the basic tax scale system (simple tax)
combined with a multiplier (tax coefficient), the latter being adapted annually
according to cantonal budgetary needs (usually by the cantonal legislator)
(Swiss Tax Conference, 2021a, p. 27). This system has been adopted by the can-
ton of Geneva, where such multiplier is expressed in percentages on the tax base
defined in cantonal laws.7 The rates and perception of taxes by municipalities,
which were 2148 in Switzerland on January 1, 2022,8 vary. In most cases,
municipal taxes are levied as supplements to the cantonal taxes, using a “munici-
pal multiplier” (Swiss Tax Conference, 2021b, p. 74), which is the case in the
canton of Geneva (Swiss Tax Conference, 2021a, p. 28).

Switzerland is one of the rare countries in the world levying a wealth tax (Swiss
Tax Conference, 2021a, p. 1). It is a cantonal direct tax, as federal taxes on wealth
are no longer levied since 1956 (Swiss Tax Conference, 2021a, p. 1). The justifica-
tion of maintaining a wealth tax is based on several arguments. Fundamentally,
wealth is, similarly to income, an expression of an individual ability to pay; the
very possession of assets confers on the holder a financial capacity largely indepen-
dent of the income derived from that wealth (Swiss Tax Conference, 2021a, p. 1).
Additional argument is that one’s wealth includes not only investments that gener-
ate returns, but can also include consumption items (Swiss Tax Conference, 2021a,
p. 1). Finally, the wealth tax has, to a certain extent, a control function on the
income tax by comparing the changes in wealth reported by the taxpayer from one
tax period to the next (Swiss Tax Conference, 2021a, p. 1).

The object of the tax is the net wealth (Art. 13 DTHA), which is defined as
the value, expressed or appreciable in money, of all movable and immovable
property as well as rights and claims belonging to the taxpayer or of which he is
a usufructuary.9 In principle, only the net wealth is taxable, i.e. all assets minus
the total established debts, and, when applicable, certain deductions (Geneva).10

Certain assets that are exempt from the wealth tax. In particular, lump sum
insurances in connection with occupational pension plans are exempt from
wealth tax until the time of payment in all cantons, even if they have a cash sur-
render value (Swiss Tax Conference, 2021a, p. 5). Since 2001, household

7For Geneva cantonal wealth tax base, see Art. 59 of the Personal Income Tax Act (PITA).
8https://www.bfs.admin.ch/bfs/fr/home/statistiques/catalogues-banques-donnees/cartes.assetdetail.20604224.html,
accessed February 30, 2022.
9Such assets are for instance cash, bank accounts (including crypto-currency), securities, mortgage claims, private
loans, premium deposits with insurance companies, capital insurances, real estate; precious metals, cars and boats
as well as caravans and the like, horses, livestock, collections of any kind (stamps, coins, works of art, etc.), works
of art, and jewelry. Swiss Tax Conference, Wealth tax, 2021, p. 4; Art. 47 PITA.
10See Art. 13 para. 1 DTHA; Wealth tax, p. 4; see also the definition of wealth and its assessment in Geneva
cantonal law: Arts 46 et seq., 56 et seq PITA.
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furniture and commonly used personal items are no longer taxed in any canton
(Art. 14 para. 3 DTHA). The assets are estimated at market value
(at 31 December of the tax year in question, in the same way as for income taxa-
tion), but the law stipulates that the yield value can also be taken into consider-
ation (Art. 14 para. 1 DTHA; Art. 49 para. 1–2 PITA). Wealth tax is as a
general rule levied in the taxpayer’s residence canton, except in cases where the
latter is subjected only to a limited tax liability (Art. 4 DTHA ) (ex. taxpayer
has real estate or business outside the canton of residence). Such wealth is, how-
ever, considered for the tax rate. Thus, while reporting one’s wealth, a taxpayer
must indicate a breakdown of total wealth in Switzerland and abroad (Swiss
Tax Conference, 2021a, p. 4).

Concerning the tax rates, in most cantons, wealth tax rates are set in a progres-
sive manner (continuous or stepwise progression) and their rates are expressed in
per thousand (Swiss Tax Conference, 2021a, p. 27). Given the diversity of cantonal
tax laws, the tax burden can vary significantly from one canton to another, or
even from one municipality to another within the same canton (Swiss Tax
Conference, 2021a, p. 32). The canton of Geneva has a highest maximum wealth
tax rate that is around 1% of the taxable wealth. However, certain cantons, includ-
ing Geneva, provide for a maximum tax limit (for instance, defined as a percentage
of taxable income), meaning that the tax burden on income and/or wealth, or the
total burden of income and wealth taxes (cantonal, state and municipal taxes) must
not exceed it (Swiss Tax Conference, Personal Income Tax, 2009, p. 76).11

In terms of the taxation procedure, the cantons carry out all the tax
assessment and collection, i.e. in relation to federal, cantonal as well as munici-
pal taxes (Art. 128 para. 4 Cst.). Thus, the tax filling and taxation in relation to
direct taxes (income and wealth) is done at a cantonal level, depending on tax-
payer’s residence. Taxpayer files one tax declaration, and receives two separate
taxation decisions indicating federal and cantonal taxes with the details about
how they were calculated (taxable income, accepted deductions, etc.). In terms
of the procedural obligations, the taxpayer has must do whatever is necessary to
ensure complete and accurate taxation (Art. 42 para. 1 DTHA).12 For instance,
at the request of the tax authority, a taxpayer must provide oral or written state-
ments, present accounting books, supporting documents and other evidence as
well as documents concerning economic situation (Art. 42 para. 2 DTHA).

The particular characteristic of the Swiss taxation procedure is that the
power of the tax authority to demand evidence concerning a taxpayer directly

11In Geneva, for taxpayers domiciled in Switzerland, taxes on wealth and income—including cantonal and
municipal tax surcharges—may not exceed a total of 60% of net taxable income. However, for the assessment, the
net return on assets is set at a minimum of 1% of net assets. This means that if the assets in taxpayer’s wealth do
not produce any return, it will be presumed that their hypothetical return is 1%. Art. 60 para. 1 PITA.
12Swiss direct taxation is based on the so-called “principle of taxpayer cooperation,” which essentially consists of
the obligation for taxpayers to fill in their tax returns in a complete and correct manner and, at a later stage, to
respond to any additional requests from the tax authority (Molo, 2017, p. 82).
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from third parties is limited, and in particular by the Swiss banking secrecy pro-
visions applicable to Swiss residents (Art. 127 para. 2 DFTA, Art. 43 al.
2 DTHA, Molo, 2017, p. 82). This potentially facilitates direct tax misreporting,
for both wealth and income tax purposes. Swiss banking secrecy can be defined
as the duty of discretion of the bank and certain persons associated with it with
respect to the business relationships it has with its clients (Molo, 2017, p. 79.).
This obligation derives from several legal bases, including the Swiss Criminal
Code.13 It prevents banks from disclosing information about their clients, even
in a case of suspected tax avoidance.14 Thus, a bank can, and must, invoke
banking secrecy against an investigation by a tax authority (Molo, 2017, p. 82).
As an example, if a tax authority requests a bank whether a given Swiss tax-
payer has accounts there, the bank will refuse to provide this information. The
priority of banking secrecy over the powers of the tax authorities, both in the
taxation procedure and in the tax evasion procedure, distinguishes Swiss law
from that of most other European countries (Molo, 2017, p. 82 and quoted
references15), and even beyond.

Tax deductions for charitable donations

Under the current Swiss law, taxpayers can deduct charitable donations, subject
to a specific ceiling, from their taxable income (individuals) or taxable profits
(corporations) for federal and cantonal tax purposes. The deduction ceiling for
federal income tax purposes is currently 20% of the net taxable income or
profits, with a minimum donation requirement of 100 CHF (Art. 33a DFTA ).
Cantons are free to set their own tax deductions (Art. 9 para. 2 let. i DTHA ).16

Most of the cantons, including the canton of Geneva, have also adopted a ceil-
ing of 20% of net taxable income (calculated for cantonal tax purposes), without
a minimum donation requirement.17 However, one canton has no deduction
ceiling (Basel-Stadt), and cantons of Neuchatel and Jura adopted ceilings of 5%

13In particular, three legal bases define the Swiss banking secrecy: the protection of the private sphere and of the
rights of the personality according to arts 27 et seq. of the Swiss Civil Code and the Federal law of June 19, 1992
on data protection (LPD), the obligation of the “good and faithful execution of the mandate” in the sense of art.
398 para. 2 of the Swiss Code of Obligations within the framework of the contractual relationship between the
bank and its client, and art. 47 of the Federal Act of 8 November 1934 on Banks and Savings Banks, which does
not provide an autonomous definition of the banking secrecy, but constitutes a provision of the administrative
criminal law punishing the violators of this same secrecy (Molo, 2017, p. 79).
14Swiss tax law operates a delicate distinction between tax evasion, which is fined by a penalty and dealt with by
administrative authorities, and tax evasion, which is a criminal offense.
15This author indicates that, for instance, in the French taxation procedure, the tax authorities can directly request
information from banks, and certain banking operations (e.g., the opening or closing of a bank account) are
automatically communicated to them.
16Under the Federal Constitution, cantons set their own tax scales, tax rates and tax allowances (Art. 129 para. 2).
17See, for instance, Art. 30 para. 1 PITA.
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and 10% respectively (Federal Tax Administration, 2021a). Donations to politi-
cal parties are not deductible on this legal basis.18

To be deductible, the donation must be made to legal entities benefiting from a
tax exemption as pursuing public service or public interest goals (Arts 33a and
56 let. g DFTA). The law and, particularly, the case law specify the tax-exemption
conditions for such entities. One of the main conditions is that the entity cannot
pursue economic goals, as these cannot be considered as of public interest.
Maintaining significant shareholdings in business corporations while being a non-
profit entity might be considered a public interest goal only when the interest in
maintaining such a corporation is subaltern to the entity’s activity in seeking public
interest goals (Art. 56 let. g DFTA; Lideikyte Huber, 2019).

In order to claim a deduction for a charitable donation, a taxpayer should indi-
cate all annual charitable donations in one amount in the tax declaration, along
with proofs (usually receipts issued by a charitable entity). The amount which tax
administration retains for deduction for federal and cantonal purposes (depending
on respective deduction ceilings) is indicated in the taxation decision. Cantonal tax
administrations calculate the deductible amount in several steps (Art. 33a DFTA).
Firstly, it discounts all deductions from the gross income mentioned in Articles
26 to 33 of the DFTA (federal taxes) and 29 à 36B PTA (cantonal taxes), such as
deductions related to self-employed business activity, wealth, social deductions,
etc.). The 20% ceiling is based on the remaining taxable income after the above
deductions. The charitable donation is deducted from the remaining income and
capped, if necessary, at the aforementioned ceiling. Several other deductions follow
afterwards before establishing the final amount of taxable income.

The federal (2006) and the cantonal (2009) law reforms

The 20% deduction ceiling of taxable income or profits was introduced on
January 1, 2006 as part of a larger reform of the Swiss federal law,19

replacing the previous ceiling of 10%. This reform mostly modified civil law
norms related to different aspects of foundations, which were identified as the
most popular legal vehicles in Switzerland for hosting charitable activities.
The general aim of the reform was to encourage donors “to give up part of
their wealth”, since private wealth had risen sharply in the previous years
(Parliamentary Initiative, n.d., No. 00.461; Economic Affairs and Taxation
Committee, 2003, pp. 7426–7427). Despite the focus on the civil law frame-
work, tax law modifications were also conducted, arguing that the previous
tax incentives were insufficient to encourage individuals to part with an
“important” portion of their wealth (Economic Affairs and Taxation

18They are deductable under another legal norm—member contributions and other payments of up to CHF
10,100 to a political party are deductable as general deductions under art. 33 al. 1 let. 1 DFTA.
19Swiss Civil Code (Foundation Law) (n.d.), Amendment of 8 October 2004, SR 4545.

NEW EVIDENCE ON THE TAX INCENTIVES 765



Committee, 2003, p. 7428). Such a justification was the only tax policy objec-
tive expressly stipulated by the legislator, from which we deduct that at least
one of the goals of the reform was to encourage the increase in donations.20

The reform introduced three major modifications of federal tax law norms
related to charitable giving.21 First, the existing ceiling for the deduction of
charitable donations increased from 10% to 20% of taxable income or profits.
Second, a deduction of charitable noncash donations was introduced. Third, the
deductions of donations to the Swiss Confederation, the cantons, the com-
munes, and their institutions were made deductible as donations to charitable
tax-exempt entities.22 This provision was mainly intended to ensure that univer-
sities, which in Switzerland are mainly federal or cantonal institutions (Federal
Parliament, 2003, p. 7426), also benefit from the charitable deductions system,
highlighting the need to fund considerable investments in teaching, research,
and science (Parliamentary Initiative, n.d., No. 00.461).23 The Economic Affairs
and Taxation Committee of the Council of States specifically highlighted that
donations for research and education were quite interesting for the State and
could help relieve its burden in this area (Economic Affairs and Taxation
Committee, 2003, p. 7432). Overall, this reform has greatly expanded the
possibilities for potential tax deductions in the field of charitable giving.

During the legislative process, the most-debated element was the increase in
the ceiling for deductible donations; other tax law changes did not prompt con-
troversial discussions.24 Initially, much higher ceilings were suggested. The Eco-
nomic Affairs and Taxation Committee of the Council of States25 was
convinced that the activities of foundations pursuing public service or public
utility goals would effectively be fostered via a more generous practice of
deducting donations (Economic Affairs and Taxation Committee, 2003,
p. 7431). The initial project proposed a 40% deductible ceiling of net income
and/or net profit. Moreover under certain specific conditions, such as a particu-
larly important public interest, an enduring commitment to finance a founda-
tion and at least an equivalent deduction granted by the canton and the
municipality, the ceiling could reach 100% (Bill Modifying Swiss Civil Code, n.
d., p. 7459). However, large increases in deductible ceilings were dismissed dur-
ing the legislative procedure by the majority of cantons and the Federal Council

20The general goal of the 2006 reform was “the liberalization of the Swiss foundation law in order to boost the
establishment of foundations”. FR: “libéraliser le droit suisse des fondations afin d’encourager la constitution de
fondations“, Economic Affairs and Taxation Committee, 2003, p. 7426.
21The reform also introduced changes in the Value Added Tax and Withholding Tax Acts, but they will not be
considered in the framework of the present contribution.
22Code civil suisse (Droit des fondations), Modification du Octobre 8, 2004, RS 4545.
23Also see Federal Parliament, deliberation 00.461, p. 1216.
24Regarding the deductibility of noncash donations, some cantons only pointed out potential valuation problems
that could arise. In its message, the Federal Council recognized the need for rules to establish uniform practice in
this respect (Federal Council, 2003, p. 7466).
25FR: Commission de l’économie et des redevances du Conseil des Etats, which is a commission of the higher
chamber of the Swiss Parliament.
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(i.e. Swiss federal government).26 A 20% ceiling was therefore adopted (Federal
Act Modifying Civil Code, 1990, p. 4551).

The federal law changes were followed by cantonal law modifications, which
in Switzerland often occur as a later step. In Geneva, the 5% deduction ceiling
of taxable net individual income increased to 20% in 2009 (Art. 8 of the Per-
sonal Income Tax Act—V, n.d.)27. During the cantonal parliament discussions
about the bill, the extent of the ceiling was not extensively debated,28 and the
general idea was to align it with the federal law. One of the major concerns was
the possible budgetary impact. It was highlighted that the statistics about the
impact of the federal 2006 revision were not known, and there are no statistics
on the fiscal impact of such a measure in other cantons that have changed their
legislation (Report of the Fiscal Commission PL 9863-A, 2007, p. 7, pp. 3–4, 7;
Fiscal Commission, n.d.). Some members highlighted that the difficulty (if not,
in their view, impossibility) of estimating the overall impact on public finances
of this reform, since it involves individual attitudes (Report of the Fiscal Com-
mission PL 9863-A, 2007, p. 7). Notwithstanding, the project was adopted in a
rather non-controversial way, highlighting that the bill “has no greater ambition
than to encourage the generosity of our fellow citizens. (…) it aims to increase
the possibility of reducing taxes on donations, gifts or inheritance in favor of
these numerous public utility associations which play a major role in our
Republic. (…) The goal is to encourage these acts of generosity which could be
a way of affirming Geneva’s of excellence that Geneva is in terms of culture and
research” (Report of the Fiscal Commission PL 9863-A, 2007, p. 20).

A timeline with the introduction of the different ceilings in the Swiss federal
and Geneva cantonal law is shown in Table 1:

METHODOLOGY

Data sources and study population

Our analysis draws on data with selected variables from taxpayers’ returns for
the period 2001–2011, confidentially shared by the Tax Administration of the

26The cantons were mainly concerned that high deductions would excessively affect tax revenues. The Federal
Council argued that in general, charitable deductions create unequal treatment, as taxpayers taxed at high
marginal tax rates are favored over those with lower incomes. In addition, extending the possibility of making a
deduction seriously undermines the distinctive fiscal character of taxes, whose goal is to finance the tasks of the
State. From a public finance perspective, the norms instituting such deductions were questionable not only
because do they not respect the principle of “gross accounting” but they also ultimately restrict the financial
sovereignty of the Federal Parliament. Particularly, by allowing a taxpayer to decide on allocating certain funds to
certain public tasks, the system would delegate some budgetary authority to the taxpayer and such standards are
not compatible with the requirements of the Federal Finance Act (Federal Council, 2003, pp. 7466–7467).
27See the discussion of Parliamentary deliberations, Canton of Geneva (n.d.), bill No. 9863 (in French).
28See however Minority report, Report of the Fiscal Commission PL 9863-A, p. 34.
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Canton of Geneva (TACG) for the present study. The selected variables provide
information on the entire population of taxpayers in the Canton of Geneva
(approximately 250,000 households). A different data set was provided for each
year under study. Each data set comprised the same nine variables, an entire
description of them (except one variable) is provided in Lideikyte Huber et al.
(2021); the ones particularly used in the present study are described and listed
below with their original name provided in brackets29:

• “Coded ID” (“identifiant”): a coded ID for each taxpayers. This vari-
able allows to follow the same taxpayer over time, except in four specific
cases. The same coded ID is used for a given taxpayer for each fiscal year. As
Switzerland has a joint filing system, married couples are considered and
treated as one taxpayer in the same way as a single non-married individual,
and they have only one coded ID (in this paper, any deducting taxpayer, cou-
ple, or individual is referred to as “deducter”).

• “Year of birth” (“annee_de_naissance”): the year of birth of a taxpayer
(which is either an individual or a household, depending on marital status). For
married couples, it is the year of birth of the “principal” taxpayer, usually theman.

• “Income_bracket” (“bareme_revenu”)—the binary (0/1) indication of a
possible “splitting” of income tax rate in the tax income computation, show-
ing whether tax filling is joint (1) or individual (0).

• “Global net taxable income” (“revenu_net_imposable_taux”): the net
taxable income for cantonal tax purposes (after all deductions) applied to set
the tax rate; this includes the totality of any foreign income.

• “Net taxable income in Geneva” (“revenu_net_imposable_GE”): the net tax-
able income in the canton of Geneva. In 2010 and 2011, the canton of Geneva
has introduced several changes to its personal income tax law (e.g., extension of
the deduction for family expenses). Those changes to a certain extent influenced
the definition of taxable income for cantonal tax purposes. For this reason, the
calculation of taxable income of 2001 through 2009 on a number of points
diverges from its calculation in 2010 and 2011 and are not perfectly comparable30

• “Gross wealth” (“fortune_brute”): global wealth of the taxpayer.

TABLE 1 Timeline with deductible ceilings for charitable deductions, calculated on the
intermediary net income, in federal and Geneva cantonal individual income tax laws

2001 2001 2003 2004 2005 2006 2007 2008 2009 2010 2011

Federal law (CH) 10% 20%

Cantonal law (GE) 5% 20%

29We have used a similar set of data in Lideikyte-Huber, Pittavino & Peter (2021), however, some key variables
were not included in our previous publication.
30Information provided by the Tax Administration of the Canton of Geneva while delivering data.
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• “Fortune_imposable” (“fortune_imposable”): taxable wealth.
• “Deductions for donations” (“versements_benevoles”): the amount of
deduction (if any) for charitable giving admitted for cantonal tax purposes; this
amount represents either an entire annual amount of deducted donations (in case it
is less than the deductible ceiling) or capped amount of annual donations, if exceed-
ing the deductible cantonal ceiling (5% in 2001–2008 and 20% in 2009–2011).

• “Intermediary net income for deductible donations” (“Sous_total_ded_dons”):
this variable serves as a key reference point for calculating deductions that are under,
equal or more than the legal cantonal ceiling (5% or 20%, depending on the year). It
could only be digitally extracted from the databases of the Geneva Tax Administration
for the tax years 2010 and 2011. For the previous years, it was determined by internal
calculations performed by the Geneva Tax Administration, based on the elements of
the tax base that are included in its definition.31

These data were selected for taxpayers residing in the Canton of Geneva as
well as for taxpayers residing in another Swiss canton or abroad but taxed in
Geneva. The information above does not allow us to distinguish between these
different categories of taxpayers. In addition, as from the 2009 tax year (the
same year when deduction ceilings were raised for charitable donations), tax-
payers who are usually taxed at source have the possibility of filing a return, if
they meet certain conditions, and are then treated as resident taxpayers (“qua-
si-residents”). The status of quasi-resident allows a taxpayer subject to withhold-
ing tax residing abroad to file a tax return in order to take into account effective
expenses and other deductions.32 These taxpayers are approximately 2000 in
2009, 4000 in 2010 and 5600 in 2011. The variables provided by TACG do not
allow us to identify quasi-resident taxpayers.33

As reported in a previous study (Lideikyte Huber et al., 2021), the total num-
ber of taxpayers in the canton of Geneva has steadily increased, from 234,117 in
2001 to 266,336 in 2011. The share of the taxpayers deducting charitable dona-
tions more than doubled, rising from 8.3% in 2001 to 19.3% in 2011, with a steep
increase in 2005 (deducting taxpayers reaching 16.3% in Table 2). Concerning the
general pattern of deductions during the studied period, the total amount of
yearly charitable deductions increased very significantly, from CHF 29,133,697 in
2001 to CHF 72,741,235 in 2011 (amounts nonadjusted for inflation) which is
due to the rise in population; a substantial increase of 48% of deductions is

31Information provided by the TACG on data delivery.
32Such a status can be given to a non-resident taxpayer if at least 90% of the taxpayer’s worldwide income is
taxable in Switzerland. For a married couple, the worldwide income of the spouses must be added together and at
least 90% of this total must be taxable in Switzerland. Cantonal Tax Administration, Qu’est-ce qu’un quasi-
résident? j ge.ch (https://www.ge.ch/taxation-ordinaire-ulterieure-tou/qu-est-ce-qu-quasi-resident), accessed April
04, 2022, last accessed July 11 2022.
33Information provided by the Geneva Tax Administration (TACG) on data delivery.
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recorded in 2009 (Table 3; Lideikyte Huber et al., 2021). The summary statistics
on the Geneva taxpayers’ population are in Appendix 1 (Figures 1 and 2).

Analytical strategy

Donors’ deductions in relation to legal ceilings

In order to study the patterns of deductions, we have analyzed whether the
deducted amounts are close or equal to (and arguably over)34 the legal ceilings
for the charitable deductions that are calculated as a specific percentage of the
intermediary net income. The legal ceilings for the studied period were as fol-
lows: federal income tax—10% of the intermediary net income until 2006 and
20% afterward; cantonal income tax—5% of the intermediary net income until
2008 and 20% afterward as it is showed in Table 1 (supra II C).

Summary statistics of donors by year have been computed. The deduction
for charitable giving has been related and compared with the corresponding
income percentage. This computation has been possible because of a variable
“intermediary net income for deductible donations”, used by the TACG to com-
pute the cantonal ceiling of fiscal deductions for charitable donations for each
taxpayer. The corresponding percentage (i.e., <1%, <6%, >10%, ≥4%, etc.) of
each deducted amount for donations were computed in relation to this variable,
representing the reference given by the TACG to make this computation. Deep
investigations on the percentage and exact number of taxpayers who contribute
for less than 1% (<1%), 2%, 6%, equal and more than 4% and equal and more
than 10% and 20% (after cantonal reform) can be found in Table 3 in the
“Results and Discussion” section. Computations for all the percentage ceilings
were performed, only the most relevant being, however, shown in this paper.

As the cantonal deduction ceiling was 5% for the period 2001–2008, we
explored further the segment of donors giving “equal and more than 4%” of
their net income. Our hypothesis was that these donors may be concerned with
deduction ceiling for one of two reasons: (1) either they are specifically targeting
the 5% cantonal deduction ceiling in order to give donations that provide them
with the maximum tax benefit, meaning that they are very sensitive to the deduc-
tion ceiling; or (2) they give higher donations then deduction ceiling, but they can-
not deduct the entire amount due to this ceiling, which might be source of concern.
As the taxable income is determined on the basis of income earned during the tax
period, it may in certain circumstances be difficult to know before the end of the fis-
cal year what will be the specific deduction ceiling for the year, and thus the exact

34Due to our data, if a deduction reaches the cantonal legal threshold, we are unable to define whether the
deducted amount is equal or exceed this threshold (this data provides the information on deductions and not total
donations).
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amount of the possible deduction.35 Thus, we have assumed that people who give
“equal or more than 4%” might in fact be willing to target the 5%, but without
wanting to exceed it. As such, the linear correlation coefficients

F I GURE 1 Changes in the taxpayers’ population and in the share of taxpayers that deduct
charitable contributions in 2001–2011

F I GURE 2 Changes in the total amount of deductions as well as in the median deduction in
2001–2011

35Art. 16 DTHA; Art. 2 para. 1 of the former law on the taxation of individuals over time of the canton of Geneva
(LITPP-II) D 3 12 of August 31, 2000 (no longer in force); Art. 61 PITA.
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pxy¼ covariance X ,Yð Þffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffi
var Xð Þvarp

Yð Þ ,

�1 ≤ pxy ≤ 1:

Estimated through the Pearson moment correlation coefficients (Pearson, 1895):

rX ,Y ¼ SXYffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffi
SXXSYY

p

with

SXY ¼
Xn
i¼1

Xi� �Xð Þ Yi� �Yð Þ,

SXX ¼
Xn
i¼1

Xi� �Xð Þ2,

SYY ¼
Xn
i¼1

Yi� �Yð Þ2

were computed for all the 11 years (2001–2011) both for the entire donor’s pop-
ulation and for the donors who contributed with a deduction equal or more than
4%. Pearson’s correlation coefficient is a measure of the strength of a linear
association between two variables. In other words, it determines whether there
is a linear component of association between two continuous variables.

Giving by income and wealth: Summary statistics and regression
analysis

The entire donors’ data set has firstly been analyzed with an exploratory data
analysis. The main summary statistics (e.g., mean, SD, min, max, median,
length, and missing values) has been computed. The resulting correlations men-
tioned above show a very high multicollinearity between these two pairs of vari-
ables, in order to measure the amount of variance explained by each one of
them for the resulting model the variance inflation factor (VIF) has been calcu-
lated. This quantity was computed to select the optimal variables for our analy-
sis. This is an indication of the presence of multicollinearity. The VIF of an
explanatory variable Xj is defined by
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VIFj ¼ 1

1�R2
j

,

where R2
j is the coefficient of determination of the model where Xj is regressed

(by least square in relation to the remaining explanatory variables). It allows to
understand and to select the variables to correlated with each other, to not
occurring in model overfitting issue (see Appendix 2). A simplified criterion to
select the variables is the following: when we have p � 1 explanatory variables
and if we find that for the average of them the VIFj is superior to 5 and certain
VIFj are superior than 10, there is a problem of multicollinearity. For our spe-
cific data sets, there was a problem of multicollinearity between (Net total
income, Deducted Income and Net Ge Income) and (i.e., Gross wealth and Tax-
able wealth).

Considering the most important variables and their relating meaning after the
VIF calculation, only “global net taxable income” and “gross wealth” have been
kept for being modeled. Considering Yi, the “deductions for donations” as the out-
come variable, X1 = “year of birth”, X2 = “global net taxable income,” and
X3 = “gross wealth,” a first multiple regression model with the donors population
in 2001 has been fitted. In particular, the model fitted can be modeled as:

YijXi �N μX ,σ
2� �
, i¼ 1,…,n,or multiple linear regressionð Þ,

Yi ¼ β0þβ1Xi1þβ2Xi2þ�� �þβp�1Xip�1þ εi,

with εi �N 0,σ2
� �

, independent and identically distributed iidð Þ.
With p = 4, representing the three explanatory variables and the intercept,

and εi = “epsilon_i” the resulting errors assumed to be independent and identi-
cally Gaussian distributed with a null mean and variance σ2 (Pittavino
et al., 2017a, 2017b). Even if the explanatory variables resulted statistically sig-
nificant the whole fit of the model was poor. In order to improve our results and
to describe the donors’ behavior by income classes, a simple quantile linear
regression with Y = “total net income” as response variable and X = “deduc-
tions for donations” as explanatory variables has been modeled and fitted. The
simple quantile linear regression is analogous to the simple linear regression,
where it estimates the response quantiles as a function of the explanatory
variables.

The model (simple linear regression):

Yi ¼ β0þβ1Xiþ εi
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with εi �N 0,σ2
� �

and independent from the observations was analyzed by each
response quantile.

In the regression analysis, we have chosen to use “income” as dependent var-
iable to describe the related income classes, depending on the different quantiles,
as a function of the variable “deductions for donations”. The resulting graph
with the fitted regression lines can be found in Figure 1 and is commented in the
next section. Addition to quantile regression methods also robust fixed effects
regression (Avella Medina et al., 2015; Huber & Ronchetti, 2009), a more accu-
rate statistical method for considering outliers, were fitted by each year with the
goal to see how changes in income and wealth between household affect their
giving. A robust regression with an efficiency of 70% has resulted for all the
11 years the best fit among several regressions models tried with an averaged
adjusted robust R2 of 0.4, that given the heterogeneous data is a good result.
For the case of the linear regression analysis, the R2 was 0.2 at maximum for all
years.

Even if some authors would have suggested a logarithmic transformation
given the asymmetrical nature of the data, for this specific case given the ceiling
would not have been beneficial its applications.

The income classes for the year 2001 are described in Table 2 and were com-
puted in this way for all the years.

RESULTS AND DISCUSSION

General responsiveness of donors to deduction ceilings

Are donors concerned by the deduction ceilings established in tax laws? Sum-
mary statistics presented in the Table 3 provide us with important and previ-
ously unreported findings about taxpayers’ deductions in the canton of Geneva.

Overall, we observe that the cantonal ceiling for charitable deductions prior
and especially after the reform concern only a very small portion of deductions.
The overwhelming majority of donations are significantly smaller than the legal
deductible ceilings. Over 80% of all donors in any given year do not ever reach
2% and over 70% do not reach 1% of their net income. Thus, it appears that the
lower cantonal deduction ceiling of 5% before the reform was largely sufficient
for most donors. Roughly, the same percentage of donors’ population continue
to give less than 2% and 1% of their net income even after the cantonal ceiling
was brought to 20% in 2009. After the reform, over 99% of all donors do not
reach cantonal and federal deduction thresholds.

Concerning the 5% deduction ceiling, we observe that it was reached
every year prior to the reform by a subgroup of taxpayers which is constantly
4%–5% of all the deducters. In addition, we observe that roughly the same
number of the taxpayers continued to make similar deductions after the
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ceiling was increased to 20%. This could suggest that even prior the reform,
they have been constantly targeting the 5% ceiling and retained this habit
after the reform.

Concerning the 20% ceiling, which from the year 2009 becomes the ceiling
for both federal and cantonal deductions, we observe that from 2009, only
around 0.5% of taxpayers (246 in 2009, 306 in 2010 and 288 in 2011) reach
it. As the number of taxpayers is almost constant during 3 years, this might sug-
gest a certain tendency in this subgroup of taxpayers.

This prompted us to explore further two segments of taxpayers: (1) the ones
deducting equal or more 4% of their taxable income during the entire study
period; (2) the segment of donors giving equal or more than 20% of their net
taxable income after the reform.

Characteristics of donors that reach deduction ceilings

We have identified a segment of donors that may be sensitive to income
deduction ceiling, as their deductions match exactly, are very close to or
potentially exceed legal deductible ceilings for this period. We have therefore
analyzed the further characteristics of this segment. A negative correlation
has been found for all the 11 years between “year of birth” and “deductions
for donations”, meaning that younger taxpayers (born around the 80s)
deduct less or the other way around, the older they are (born around the
50s), the more they deduct.

The further characteristics of donors “equal and more than 4%” were
explored through summary statistics in the Table 3 and compared with the sum-
mary statistics for all donors in the Table 4

We observe that the net income of donors giving “equal and more than
4%” fall into the middle-high-income range as defined for the year 2001
(Table 1). The values of their mean and median income are constantly lower
if compared to values of the entire donors’ population, except for the mean
income in 2009 (SD ranging between 230,000 and 1.35 million, depending on
the year). However, both the mean and median of their wealth are signifi-
cantly higher in comparison with all donors (with SDs ranging between
11 and 32 million). Those individuals give very high donations (deduc-
tions)—the mean values are in certain cases 53 times higher than the ones of
the entire donors’ population (e.g., in 2009, 14,783 for selected donors and
280 for all donors); the median values are 2–2.6 times higher (e.g., in 2009,
4205 for selected donors and 1617 for all donors). Those donors are on aver-
age and median a decade older—at the time of donation, they are in their
mid- and late-60s, in comparison with the average and mean age of all
donors, which is mid-50s. It is interesting to observe that the mean and
median values concerning the age of donors are constant through all years in
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both segments. We also find that in most cases they are single and without
dependents (small children or family members), which particularly contrasts
with the description of the general donors’ population, where the majority of
donors are households married and/or with dependents.

Another important finding made possible by the longitudinal analysis is
that those donors are very regular givers. 301 donors made charitable contri-
butions during the entire period of study of 11 years, while 202 have contrib-
uted along 10 years of study. Only around 17% of those “deducters” have
only given once during the studied period; 40% of all “deducters” give
between 7 and 11 times during the studied period, and their deductions are
always reach (or exceed) or are very close to the maximum deduction ceiling
authorized by the cantonal law until the end of 2008, and continue to be in
this range even after the reform.

Concerning the very small subgroup of donors that give 20% or more of
their taxable income during the years 2009–2011 some additional interesting
observations emerge. Those donors are even older than the segment of donors
giving 4% and more (median age is 66 in 2009, 69 in 2010 and 2011), much
wealthier (gross average wealth between 8 and 12 million). They make between
10% (2009, 2011) and 17% (2010) of all the deductions in the canton of Geneva,
thus it is a very important segment of donors, even though a very small one
(between 246 and 306 taxpayers.

In summary, it appears that donors that are concerned by deduction ceilings,
as they reach (or exceed) the deduction ceiling, are older and probably retired
(mid-late 60s); they are regular givers and have a lower net taxable income than
the general donors’ population, but a gross wealth that is significantly higher
(even very high). The amount of their median deductions is also significantly
higher than the mean and median values of all donors. Those tendencies remain
constant throughout the entire study period (Tables 5 and 6).

Characteristics of donors by income and wealth in relation to their
deductions

What are the characteristics of the income and wealth of donors, and how do
they reflect in their donations? Can we identify any differences, in terms of
wealth and income, between all donors and the ones that we identified as specifi-
cally concerned by tax incentives (i.e., who deduct equal to 4% and more of their
taxable income)? In order to answer those questions, we have carried out a qua-
ntile regression analysis for all deducting donors as well as for the subset of
deducting donors that are responsive to tax incentives.

Confirming the existing research, we find that the donors with lower wealth
tend to give proportionally more in comparison to their wealth. In other words,
the relative generosity of individual donors decreases with wealth. It must,
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however, be highlighted that within wealthier classes, the number of donors is
much higher (Table 1). In summary, people with lower wealth deduct (and thus
donate) proportionally larger amounts to their income and wealth, that is, they
are more generous than people with higher wealth, but the latter deduct more
often. It, however, does not mean that people with lower wealth and income
donate less often because they simply might be renouncing to the deductions.
This finding is constant for all deducting donors as well as the “responsive” ones
(Figure 1 for 2001; Appendices 3 and 4 for the whole study period).

The analysis of deductions by taxable income classes shows a different pic-
ture between those two groups of donors. The deductions by donors that are
around 4% or more of the taxable income rise linearly with their income, in all
income classes, during the most of the studied years (this trend is less visible in
2009–2011, where the cantonal reform of 20% ceiling entered into force) as their
donations are close to or exceed the deduction ceiling (Appendix 4). This trend
is not pronounced when studying the wealth of those donors (Figure 3). In gen-
eral, we find that the average behavior of all donors/deducters corresponds to
the portion of population identified as middle-income class, while the “middle-
high-,” “high-,” and “very high”-income class have a less generous behavior
(higher income, less giving).

Those results have been confirmed by the robust regression analyses esti-
mates, their related p-values and goodness of fit, as showed in Table 7. We can
see the fixed effect regressions for the bivariable models with income and wealth,
resulted in statistically significant variables for the income estimates among all
the 11 years of study, while the wealth variable was not always significant
(p-value >0.05). For 9 years (all but 2009 and 2010), the wealth estimates were
even negative, showing an inverse correlation between charitable giving and
wealth. Contrary to outcomes from standard linear regressions for all deducters
with a bivariable fit, as well.

SUMMARY AND CONCLUSIONS

Income tax incentives for charitable giving are very popular worldwide, despite
sometimes being criticized from a legal perspective. Such criticism, which particu-
larly concerns tax deductions, is based on the fundamental principles of tax law,
notably the ability to pay. In progressive income tax systems, tax deductions devi-
ate from this principle producing unequitable effects, as they provide higher bene-
fits to higher-income taxpayers. In addition, democratic concerns are expressed in
relation to the effect of tax incentives that effectively give budgetary prerogatives
to donors. For all those reasons, when introducing new tax incentives for charita-
ble donations or increasing the existing ones, the legislator has to address public
finance and redistribution concerns. In order to do this, it is essential to be
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informed about the patterns in deductions as well as the characteristics of
deducting donors. The present study seeks to contribute in this respect.

The data we use are exceptional in two regards. First, it encompasses, over a
decade, the entire population of taxpayers, with specific longitudinal informa-
tion on individual donors. Second, it contains evidence about the potential
effects of a tax law reform. Nonetheless, the present study was, however, hin-
dered by the inability to receive the data on the amount of gross income of tax-
payers, which would give a more complete picture of their ability to pay. In
addition, we did not receive the amounts of deductions for federal income tax
purposes, which would allow us to observe more closely the changes in the pat-
ters of deductions in relation to both cantonal and federal tax reforms. The
amounts of donations (in comparison to the amounts of capped deductions)
would have helped to identify more precisely the changes in the overall giving
during the study period.

Who deducts charitable contributions, and what is the pattern of such
deductions?

In general, we observe that deducting charitable donations have become
increasingly popular during the study period, in 2011 nearly one taxpayer out of

F I GURE 3 Quantile regression lines for charitable deductions with, respectively, taxable
income and wealth as outcome variables at time and deductions for donations as explanatory
variable (2001) (Appendices 3 and 4 for regression analysis 2001–2011)
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five claiming such a deduction. However, in terms deduction ceilings, an over-
whelming majority of donors made donations that are significantly smaller. In
particular, over 80% of all deductions in any given year do not ever reach 2%
and over 70% do not reach 1% of the cantonal deduction ceiling. Roughly, the
same percentage of donors continue to deduct less than 1%–2% of their net
income even after the cantonal ceiling was brought to 20% in 2010. Over 99% of
donors do not reach the new 20% ceiling after the reform. In this respect, in
terms of the 2009 reform, it appears that the “old” cantonal deduction ceiling of
5% was largely sufficient for the majority of donors, whose deductions do not
even come close to it. Data beyond 2011 would, however, be needed to verify if
their behavior changes in the longer term.

However, we have identified a subset of donors that constantly make deduc-
tions close to the cantonal deduction ceiling of 5% during the entire study
period. Even though it is a very small part of all donors (around 6%–8% and
only 0.7% of the entire population in 2001), they give around 30%–54% of all
donations, thus representing a very important donor group in the canton of
Geneva. The link between the increase in donors’ income and donations is also
confirmed by a quantile regression analysis as well as the robust regression anal-
ysis. Those donors are older and probably retired (in their mid-late 60s), mostly
single, with taxable income belonging to the middle-high-class income bracket,
which is lower in its mean and median if compared to the entire donors’ popula-
tion. Their wealth is, however, significantly higher than the mean and median of
all donors, suggesting that it could be an important indicator of the donors’ sen-
sitivity to tax ceilings, even though tax deduction does not provide benefits for
wealth tax purposes. Most of them are very regular donors—around 40% of
those make charitable deductions between 7 and 11 years during the studied
11-year period. The very small subset of donors that persist giving around 20%
of the cantonal ceiling after the reform are extremely wealthy donors—in com-
parison to the subpopulation giving 4% or more, the former have even higher
wealth and make much bigger deductions.

Several assumptions could be drawn studying the donors deducting 4% and
over. Even though we do not have data about their total deductions prior to the
reform (only capped amounts), we could speculate that it is likely that even
before the reform they might have been targeting 5% threshold, because the
number of taxpayers giving around 5% remains very stable even after
the reform, when ceiling was lifted to 20% (Table 3). This is also supported by
the fact that only an extremely small amount of taxpayers reach 20% after the
reform, so it is not very likely that deductions before the reform, when tax con-
ditions were less generous, were much larger. This would need to be confirmed
with additional data, for instance on deductions for federal income tax pur-
poses. One might also speculate that taxpayers kept a habit of giving around the
cantonal ceiling of 5% of their income after the reform, because roughly the
same percentage of taxpayers continues making deductions around 5%.
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The fact that the donors reaching (and perhaps targeting) deduction ceilings
are wealthier could be explained through a few hypothesis—apart from the fact
that such taxpayers have larger available resources for giving. In particular, one
must note that the Canton of Geneva has one of the most progressive income
tax rates in Switzerland, in which case the benefits of the charitable deductions
increase steeply with income, hence creating a higher incentive to deduct more.
The fact that the mean and median net taxable income values of such donors
are lower in comparison with the values related to all donors might be related to
the fact that their larger charitable deductions influence the amount of the final
taxable income. Another, more technical explanation of the fact that wealthier
donors often reach (and maybe target) the deduction ceiling would also be the
availability of a professional tax advice and filing, which allows income tax opti-
mization and is often used by wealthy taxpayers.

From a policy perspective, several conclusions could be drawn. In general, a
charitable deduction became a very common feature in tax reporting in the can-
ton of Geneva during the studied period and the legislator should take this into
account. In the future studies, it would be interesting to investigate whether the
same tendencies could be observed in other Swiss cantons. Studying the entire
donor population, we also confirm the existing research that donors with lower
income and wealth tend to deduct (and thus give) proportionally more (i.e. the
generosity of individual donors decreases with income and wealth, the exception
being the donors whose donations increase linearly with their income). We iden-
tify a subset of donors that are potentially tax-incentive sensitive, because their
deductions constantly reach (or exceed) the ceiling. The policymakers in Geneva
should pay a particular attention to the group of taxpayers identified here, due
to their huge share of annual donations. We consider that it might be possible
that this group of taxpayers were specifically targeting the most beneficial can-
tonal deduction 5% ceiling prior to the reform, and retained this habit after the
reform (further data would be needed to study whether the deductions shift closer
to the 20% ceiling in the years after 2011). The fact that the taxpayers may be
choosing the most beneficial ceiling could be useful not only for Geneva legisla-
tor but also for other Swiss cantons, as well as more generally for the jurisdic-
tions with multiple ceilings for income tax purposes. In the light of such findings,
an increase in deductible ceilings may have an impact on the size of deductions
(donations) by those taxpayers, but the legislator should consider the time it
might take for the taxpayers to adapt to those changes. This fact should be care-
fully considered during tax reforms and not only in relation to charitable giving
but also in relation to other public policy goals, incentivized through taxes.
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APPENDIX 1: SUMMARY STATISTICS ON THE ENTIRE GENEVA
TAXPAYERS’ POPULATION (LIDEIKYTE HUBER ET AL., 2021)

Year
Number of
taxpayers Deducting Non-deducting

% of
deducting
taxpayers

% yearly
change in
all taxpayers

Amount of
deductions
(CHF)

2001 234,117 19,335 214,782 8.3 29,133,697

2002 236,341 25,272 211,069 10.7 0.9 33,248,984

2003 237,777 30,276 207,501 12.7 0.6 33,507,115

2004 240,254 35,192 205,062 14.7 1.0 41,229,743

2005 242,521 39,553 202,968 16.3 0.9 47,381,886

2006 245,224 39,511 205,713 16.1 1.1 47,056,580

2007 248,017 42,248 205,769 17.0 1.1 50,968,564

2008 250,886 44,707 206,179 18.0 1.2 51,735,693

2009 256,236 47,349 208,887 18.5 2.1 76,574,313

2010 261,703 49,389 212,314 18.9 2.1 84,014,116

2011 266,336 51,492 214,844 19.3 1.8 72,741,235
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APPENDIX 2: SCATTERPLOT OF ALL DONORS DATA, FROM AN
EXPLICATIVE YEAR 2011, TO SHOW HOW SOME OF THE
EXPLICATORY VARIABLES (I.E., GROSS WEALTH AND TAXABLE
WEALTH) AND (NET TOTAL INCOME, DEDUCTED INCOME AND
NET GE INCOME) WHERE EXTREMELY HIGH CORRELATED. TO
ADDRESS THIS POINT, THE VARIANCE INFLACTION FACTOR HAS
BEEN APPLIED
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APPENDIX 3: QUANTILE REGRESSIONS 2001–2011, ALL
DEDUCTERS
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APPENDIX 4: QUANTILE REGRESSIONS 2001–2011,
DEDUCTERS ≥ 4%
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