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CGAP Briefing Note 5

Gift Aid – reform or inform?
July 2010

Tom McKenzie and Cathy Pharoah

This note was prepared for the EAPG Roundtable held at Cass Business School 
on 14 July 2010. We are grateful to EAPG for advice and comments.

How does Gift Aid work?

Under the Gift Aid scheme, UK charities may claim 25p from the government for every 
pound donated, provided the donor is a taxpayer who has paid sufficient tax. That 
is equivalent to the tax paid on the gross income from which the donation was made 
(£1.25), assuming the donor pays the basic rate of income tax (20 per cent). So, if 
the donor wanted the charity to receive £1 altogether, she would in fact only have to 
donate 80p. In addition to the Gift Aid that the recipient charity can claim, donors on a 
higher marginal rate of income tax of 40 per cent (50 per cent) are eligible to reclaim 
the difference between this and the basic rate back from government themselves, ie 20 
per cent (30 per cent) of the gross amount the charity receives, or 25p (37.5p) per £1 
donated.

How much Gift Aid do charities claim and 
could they be claiming more?

Gift Aid was worth over £1 billion to charities in the fiscal year 2009/10.1 This amount 
corresponds to roughly £3.7 billion in donations before the tax is added in. However, 
because of differing estimates of the total value of charitable giving in the UK, there 
is some confusion as to the proportion of donations that are Gift‑Aided and thus the 
slack left for charities to ‘cash in’. According to the Charities Aid Foundation and the 
National Council for Voluntary Organisations, £9.9 billion was donated to charity in 
2008/09.2 That figure includes purchases of merchandise through charity shops and 
catalogues that do not generally qualify for Gift Aid.3 An estimate from the Living Costs 
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Seasonal giving patterns by socio‑economic group

More detailed comparison of monthly trends by socio‑economic group supports 
this idea too as the data show that wealthier households, which are best positioned 
to take advantage of tax reliefs, give more in February and March. The following 
chart compares trend‑lines for average giving across the year amongst five different 
household types, as defined by the ‘Acorn’ classification used in much social and 
market research. In descending order of affluence, the groups are ‘wealthy achievers’, 
‘urban prosperity’, ‘comfortably off’, ‘moderate means’ and ‘hard‑pressed’.

The most affluent ‘wealthy achievers’ group shows a distinctive high peak in giving in 
the early part of the year, higher than their giving at Christmas. A similar peak in giving 
is also shown amongst the ‘comfortably off’ households.3

Donations by socio‑economic group
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Interestingly, households on lower incomes appear to be particularly charitable towards 
the end of the year. The only socio‑economic group where donations are significantly 
higher in the fourth quarter than the rest of the year is the ‘hard‑pressed’ group. At 
£1.46 the average weekly donations from this group remain considerably lower than the 

Examining data from the national Expenditure and Food Survey (EFS)1, the paper looks 
at two questions:

 � Are there quarterly and monthly patterns of in giving by households in the UK?

 � Are patterns the same for different types of households?

Results from the analysis are set out in the chart below, which does indeed show a 
quarterly ‘shape’ to donating, with considerable variation by season. The average 
weekly2 value of donations follows a U‑shaped trend across the calendar year, showing 
a high point in the first quarter of the calendar year, then falling between the first and 
second quarters, and rising in the fourth quarter. The average amount given in the 
spring and summer is 11 per cent lower than in the autumn and winter.

Donations by quarter
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The data show two peaks in giving, one in the first quarter, and another in the final 
quarter. The peak towards the end of the year is likely due to charities’ fundraising 
appeals in the run‑up to Christmas. It may also be due to people’s incomes rising at 
that time through factors such as increases in temporary employment and end‑of‑year 
bonuses, as there is a strong link between amounts given to charity and level of income. 

In the next chart we consider the same data by month and this shows that there is a 
continuous increase in giving throughout the final quarter.

The peak in first‑quarter giving

One important reason why donations are high in the first quarter relative to the second 
and third quarters may be the end of the tax year in early April. This could prompt 
some people to increase their donations at that time in order to make use of available 
tax reliefs. Some charities run specific campaigns to remind donors about the value 
of making their gifts before the end of the tax year, and financial advisors will also be 
encouraging clients to make use of tax relief options as they complete their tax returns.

It should be noted that particularly high donations were observed in February 2007. This 
may be due to the high level of growth generally reached in the economy in 2007, just 
before the signs of the impending credit crunch began to emerge.

average £2.38 for other groups in the last quarter, but nonetheless they are up by 71 per 
cent compared to the rest of the year.

The last chart shows trends in the net amount of tax (tax minus benefits) paid by the 
high‑income ‘wealthy achiever’ households across the year. The average rises towards 
the end of the tax year, suggesting that this is a particularly good time to remind such 
donors of the advantages of tax reliefs.

Net tax paid by wealthy achievers
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Implications of the results

This briefing note has looked at the sensitivity of charitable giving to seasonal effects, 
and provides hard evidence that there might be value for fundraisers in taking seasonal 
patterns into account when planning income generation initiatives, in order to increase 
the effectiveness of their targeting.

Less well‑off people, a group that includes younger donors, appear extremely 
amenable to persuasion about giving at Christmas.

However, this may not be the best time for trying to persuade donors on high incomes 
to give, or to give more; early spring, when thoughts turn to tax, may be a more effective 
point for this group and their financial advisors. It may be one of the most timely 
opportunities for charities to do more to encourage wealthier donors to make their 
giving more efficient through using the available tax reliefs. 

As charities and policymakers are currently debating the future of rebates to higher‑rate 
tax‑paying donors, and whether there are more effective alternatives, it might be 
particularly valuable to focus on tax‑effective giving this year.

Source: Expenditure 
and Food Survey, ONS/
DEFRA

Source: Expenditure 
and Food Survey, ONS/
DEFRA

Source: Expenditure 
and Food Survey, ONS/
DEFRA

1 Covering the years 2001 to 2007 gave a total sample of 
46099 households.
2 All the comparisons reported in this briefing note relate 
to the average weekly giving amount based on a spending 
diary covering two weeks and the amounts have been 
converted to November 2009 pounds.
3 Numbers in the ‘urban prosperity’ group were rather 
small, and results for this group should not be given too 
much significance.
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Seasonal giving patterns by socio‑economic group

More detailed comparison of monthly trends by socio‑economic group supports 
this idea too as the data show that wealthier households, which are best positioned 
to take advantage of tax reliefs, give more in February and March. The following 
chart compares trend‑lines for average giving across the year amongst five different 
household types, as defined by the ‘Acorn’ classification used in much social and 
market research. In descending order of affluence, the groups are ‘wealthy achievers’, 
‘urban prosperity’, ‘comfortably off’, ‘moderate means’ and ‘hard‑pressed’.

The most affluent ‘wealthy achievers’ group shows a distinctive high peak in giving in 
the early part of the year, higher than their giving at Christmas. A similar peak in giving 
is also shown amongst the ‘comfortably off’ households.3

Donations by socio‑economic group
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Interestingly, households on lower incomes appear to be particularly charitable towards 
the end of the year. The only socio‑economic group where donations are significantly 
higher in the fourth quarter than the rest of the year is the ‘hard‑pressed’ group. At 
£1.46 the average weekly donations from this group remain considerably lower than the 

Examining data from the national Expenditure and Food Survey (EFS)1, the paper looks 
at two questions:

 � Are there quarterly and monthly patterns of in giving by households in the UK?

 � Are patterns the same for different types of households?

Results from the analysis are set out in the chart below, which does indeed show a 
quarterly ‘shape’ to donating, with considerable variation by season. The average 
weekly2 value of donations follows a U‑shaped trend across the calendar year, showing 
a high point in the first quarter of the calendar year, then falling between the first and 
second quarters, and rising in the fourth quarter. The average amount given in the 
spring and summer is 11 per cent lower than in the autumn and winter.
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The data show two peaks in giving, one in the first quarter, and another in the final 
quarter. The peak towards the end of the year is likely due to charities’ fundraising 
appeals in the run‑up to Christmas. It may also be due to people’s incomes rising at 
that time through factors such as increases in temporary employment and end‑of‑year 
bonuses, as there is a strong link between amounts given to charity and level of income. 

In the next chart we consider the same data by month and this shows that there is a 
continuous increase in giving throughout the final quarter.

The peak in first‑quarter giving

One important reason why donations are high in the first quarter relative to the second 
and third quarters may be the end of the tax year in early April. This could prompt 
some people to increase their donations at that time in order to make use of available 
tax reliefs. Some charities run specific campaigns to remind donors about the value 
of making their gifts before the end of the tax year, and financial advisors will also be 
encouraging clients to make use of tax relief options as they complete their tax returns.

It should be noted that particularly high donations were observed in February 2007. This 
may be due to the high level of growth generally reached in the economy in 2007, just 
before the signs of the impending credit crunch began to emerge.

average £2.38 for other groups in the last quarter, but nonetheless they are up by 71 per 
cent compared to the rest of the year.

The last chart shows trends in the net amount of tax (tax minus benefits) paid by the 
high‑income ‘wealthy achiever’ households across the year. The average rises towards 
the end of the tax year, suggesting that this is a particularly good time to remind such 
donors of the advantages of tax reliefs.
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Implications of the results

This briefing note has looked at the sensitivity of charitable giving to seasonal effects, 
and provides hard evidence that there might be value for fundraisers in taking seasonal 
patterns into account when planning income generation initiatives, in order to increase 
the effectiveness of their targeting.

Less well‑off people, a group that includes younger donors, appear extremely 
amenable to persuasion about giving at Christmas.

However, this may not be the best time for trying to persuade donors on high incomes 
to give, or to give more; early spring, when thoughts turn to tax, may be a more effective 
point for this group and their financial advisors. It may be one of the most timely 
opportunities for charities to do more to encourage wealthier donors to make their 
giving more efficient through using the available tax reliefs. 

As charities and policymakers are currently debating the future of rebates to higher‑rate 
tax‑paying donors, and whether there are more effective alternatives, it might be 
particularly valuable to focus on tax‑effective giving this year.

Source: Expenditure 
and Food Survey, ONS/
DEFRA

Source: Expenditure 
and Food Survey, ONS/
DEFRA

Source: Expenditure 
and Food Survey, ONS/
DEFRA

1 Covering the years 2001 to 2007 gave a total sample of 
46099 households.
2 All the comparisons reported in this briefing note relate 
to the average weekly giving amount based on a spending 
diary covering two weeks and the amounts have been 
converted to November 2009 pounds.
3 Numbers in the ‘urban prosperity’ group were rather 
small, and results for this group should not be given too 
much significance.
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Is anything wrong with the current system?

The idea that the existing system of Gift Aid is beneficial and that perhaps the greater 
problem lies in better information and understanding of it rather than the scheme per se 
is not new. A policy paper three years ago urged government to promote awareness of 
Gift Aid and stated, ‘It is vital that the link between Gift Aid and [the tax paid by the donor 
on the income donated] is properly understood’ (Piper and Mubeen 2007). Indeed, it 
is somewhat puzzling why HMRC and Treasury commissioned research with a focus 
only on two policy changes that would effectively break the direct link between the tax 
paid by the donor and Gift Aid. The two options studied were ‘redirection’, whereby 
the rebate paid to higher‑rate‑taxpaying donors would be redirected to charities, and 
‘composite rate’, which would abolish higher‑rate relief and increase the rate of Gift Aid 
(Scharf and Smith 2009). Redirection would in fact mean that not all of the tax paid by 
high‑income donors on their donated income would be destined for charities,6 while all 
of the basic‑rate donors’ tax on their donated income would still go to the charity. The 
composite rate would make it cheaper for basic‑rate taxpayers to donate but increase 
the price of giving for higher‑rate taxpayers. In effect, tax paid by the wealthy would 
go to causes supported by the less well‑off. The composite rate would sever the link 
between the relief and the tax paid by the donor and turn Gift Aid into a government 
subsidy. While some might see merit in this, as the tax system would become more 
progressive, it may discourage giving by major donors and not necessarily achieve a 
more equitable society.

Reform or inform?

Although the principle of tax relief as a way of encouraging people to give to charity may 
be compromised by the proposed policy changes, Scharf and Smith (2009) estimate 
that the immediate impact of a composite rate would be to increase revenues for charity. 
This is largely because most donors are expected not to adjust their nominal donations 
in response to a change in the amount of Gift Aid the charity receives. In a follow‑up 
paper, Scharf and Smith (2010) develop a model of ‘rational inattention’ that explains 
why donors might react less to changes in Gift Aid and more to changes in rebate. Put 
simply, a change in the rebate affects the money in the donor’s pocket, whereas Gift Aid 
is awarded to the charity. It is easier – less costly – to process and adjust to a change 
to one’s own budget than to the charity’s budget. Relatively few donors will adjust their 
giving to a change in the rate of Gift Aid. However, the research demonstrates quite 
clearly that if the rebate were removed, those giving larger amounts would more likely 
donate less in future.

A further point is that there is a conflict of interest within the sector with regard to 
reforming tax relief. Charities that depend on small donations from many donors would 
be made better off by a rise in the rate of Gift Aid awarded per donation. On the other 
hand, charities that attract large donations from a small pool of wealthy individuals are 
wary of a slightly higher rate of Gift Aid at the expense of the rebate paid to the donor.

The academic literature on the overall effects of tax on charitable giving is inconclusive. 
Peloza and Steel (2005) pooled results from 69 studies and calculated that on average, 
a 1 per cent fall in the price of giving leads to an increase of 1.11 per cent in donations. 
In more recent research, Bakija and Heim (2008) find that while the average donor 
is not so sensitive to changes in the price of giving, taxpayers on incomes above 
$200,000 are indeed reactive to price, decreasing their donations by 1.15 per cent for a 
1 per cent increase in price. This result, combined with the HMRC/Treasury estimates 

and Food Survey excluding such purchases of charity goods and services would put 
total donations in 2008 at less than £5 billion. Based on this figure, uptake of Gift Aid 
would already be around two thirds of the total donations eligible. In other words, uptake 
may be reaching saturation point. However, it is important to note that not all fundraising 
charities claim Gift Aid, and there are significant differences in the amounts they claim. 
In 2008/09, 14 per cent of the 66,052 charities who claimed Gift Aid received 88 per 
cent of the money.4

What will happen when transitional relief comes to an end?

When the basic rate of income tax was cut from 22 per cent to 20 per cent in April 
2008, the Gift Aid charities could claim for a pound donated decreased from 28p to 25p. 
Treasury then granted charities transitional relief of 3p per pound donated for a period of 
three years to make up for the potential shortfall in charities’ revenues. The relief is due 
to be withdrawn in April 2011.

Gift Aid transitional relief in the context of UK Giving

Sources: HMRC, table 10.2; UK Giving 2008, 2009

The chart shows how the amount of Gift Aid claimed by charities has been increasing 
steadily in recent years (solid blue line). Had transitional relief not been granted, the 
amount would have been substantially lower in the tax years 2008/09 and 2009/10 
(dashed blue line). The value of Gift‑Aided donations would have fallen by 6 per cent 
without the extra transitional relief between 2007/08 and 2008/09. UK Giving 2009 
reports that donations to charities declined from £11.2 billion in 2007/08 to £9.9 billion 
in 2008/09, a fall of over 11 per cent.5 The UK Giving data are represented by the solid 
green line in the chart. While charities that claim Gift Aid will notice the difference 
when the extra 3p in the pound is withdrawn, there appears to have been an underlying 
positive trend in uptake of Gift Aid, which has eased some of the charities’ pain. The 
indications are that charities have been able to make up some of the gap, although it is 
difficult to make precise estimates due to time lags between receiving donations and 
reclaiming Gift Aid.

for the reactions of higher‑rate taxpayers who donate large sums of money, would 
suggest that any policy change that removes the tax rebate could lead to a substantial 
reduction in the amount these donors give to charity. Higher‑rate‑taxpaying donors 
currently account for at least one third of Gift‑Aided donations.7 This proportion is 
set to rise when the basic‑rate tax band is reduced by £2,500 in accordance with the 
government’s recent emergency Budget.8

Last week, Nick Hurd, the Minister for Civil Society, made a speech at the Institute of 
Fundraising’s national convention, stating, ‘The prospect of more taxpayers’ money 
to prop up Gift Aid is, I think, unlikely. [. . .] We want to try to nudge this country to play 
its part in the big society’ (reported in Third Sector Online, 2010). It may be that the 
new government has already made up its mind not to pursue any major reform of Gift 
Aid and to focus on simplification of its administration. This could usefully include, for 
example, reducing the complications of claiming Gift Aid where donors receive member 
benefits and simpler rules for claiming Gift Aid on small gifts.
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Seasonal patterns in 
household giving in the UK
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Cathy Pharoah and Tom McKenzie

Charities require a regular income throughout the year to fund their 
programmes. But do levels of giving remain constant, or are they affected by 
seasonal factors? An analysis of data on patterns of giving by season from the 
national Expenditure and Food Survey reveals that:

 � the average weekly value of donations follows a slightly U‑shaped trend 
across the year, varying considerably by quarter;

 � lowest levels of giving are found in the summer months, when average weekly 
donating is down by 11% compared to the autumn and winter quarters;

 � the higher amounts observed in the earlier part of the year are due mainly to 
gifts from wealthier households, and may be related to the end of the tax year 
in March/April;

 � low‑income households are particularly generous towards the end of the year 
and Christmas.

Patterns of giving by quarter

This briefing note presents results from an analysis of seasonal patterns in giving to 
charities. Different types of consumer spending are highly affected by seasonal trends, 
but how far is this true of charitable giving? Charities often need such information for 
predicting and planning their budgets and expenditure, and it is also useful for informing 
fundraising strategy.
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