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Abstract. Over the last two decades, online crowdfunding platforms have facilitated fun-
draising efforts to alleviate resource shortages across various sectors. As these platforms
become increasingly important channels for bottom-up resource mobilization, it is essential
to understand their vulnerability to shifts in public perception caused by top-down, off-
platform events. In this paper, we examine the effect of an important top-down factor, leg-
islative signals, on online giving behavior in the context of public education. We analyze
how the ratification of the prominent Every Student Succeeds Act (ESSA) impacted donors’
decisions on a leading education crowdfunding platform. Importantly, we examine the
effects of the signal sent by the state ratification of the act itself rather than any effects
derived from the actual implementation of the act. We compiled a multidimensional and
granular data set on public schools and online charitable contributions. Detailed empirical
analyses revealed a substantial shift in donation patterns and evidence of two contrasting
donor tendencies. Although donors contributed more to local initiatives following the rati-
fication, they contributed less to nonlocal initiatives, leading to a substantial net decline in
the funds raised. We established two mechanisms through which these effects manifested:
information push and information pull. Using both mechanisms, we show that donors
who have a higher awareness of the legislative signal exhibit stronger shifts in donation
behavior. Importantly, as a consequence of the shift in contributions to local initiatives, we
find that schools with students of lower socioeconomic status (SES) experienced a sharper
decline in the proportion of projects funded than schools with students of higher SES. Our
work has important implications for platform designers, donor communities, public school
administrators, teachers, and policymakers.
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1. Introduction

2019). Limited budgets and red tape have led many

Equity and adequacy in funding are prerequisites
for the provision of equal educational opportunity
(Buchanan 1950, Augenblick et al. 1997, Baker 2021).
However, it is a widely established concern that pub-
lic schools in the United States are both underfunded
and inequitably funded (Farrie and Johnson 2015).
Educators often dip into their own pockets, with tea-
chers in high-poverty schools spending more of their
own money on basic classroom supplies (Walker
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teachers to increasingly seek outside funds for class-
room projects.

Over the last two decades, online crowdfunding plat-
forms have facilitated fundraising efforts to alleviate
resource shortages (Burtch et al. 2013, 2014; Hong et al.
2018; Burtch and Chan 2019; Geva et al. 2019; Kim and
Viswanathan 2019; Lin et al. 2022). In education, plat-
forms such as DonorsChoose.org have catalyzed tea-
chers’ fundraising efforts to mitigate resource shortages in
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their classrooms, with successful campaigns providing tea-
chers with speedy and efficient access to resources. Online
crowdfunding platforms can mitigate, to some extent,
market failures in public services and enable matching
between demand and supply, potentially transcending
geographic constraints. For example, DonorsChoose
recently highlighted that more than 1.6 billion dollars
have been raised since the year 2000, with all funds
going to teacher-led projects fulfilling school needs."

This bottom-up resource mobilization through crowd-
funding platforms occurs in a larger context character-
ized by top-down activity such as legislation from
governmental institutions. In the United States, periodi-
cally reauthorized federal initiatives (e.g., Elementary
and Secondary Education Act: 1965, No Child Left
Behind: 2002, Every Student Succeeds Act: 2015) have
taken different approaches to address public education
standards, accountability, proficiency, and funding con-
cerns. Most recently, the Every Student Succeeds Act (ESSA),
a bipartisan effort signed into law in December 2015, was
enacted, offering states increased flexibility regarding
accountability and proficiency standards within a federal
framework (McGuinn 2016, Egalite et al. 2017, Jacob 2017,
Hess and Eden 2021). ESSA falls into a category of laws
known as devolution laws, which emphasize the decentrali-
zation of public sector responsibilities toward state and
local governments (Senate Committee on Health, Educa-
tion, Labor, and Pensionsz). Long before any initiatives
pursuant to the legislation are actually implemented, the
announcement of such laws can serve as a signal to the
community and shift public perceptions about societal
needs (Tankard and Paluck 2016).

Although a growing stream of information systems
(IS) research has examined charitable crowdfunding,
there is a paucity of research examining the interaction
between top-down signals (from the institutional envi-
ronment) and bottom-up efforts (donor contributions
on a crowdfunding platform) aimed at addressing
resource gaps (He et al. 2024). One barrier to conduct-
ing such studies has been the lack of identification
events needed to causally estimate these effects. In this
paper, leveraging one of the largest education policies
in the last two decades, we examine whether and
how the ratification of ESSA affected donor behavior
and the overall online fundraising ecosystem. Drawing
from theories in philanthropy, public goods research,
and information economics, we contribute to informa-
tion systems literature that examines factors that influ-
ence crowdfunding success (Burtch et al. 2013, 2014,
2015; Younkin and Kuppuswamy 2018; Burtch and
Chan 2019; Yang et al. 2020; Lin et al. 2022).

Legislative signals can influence donor behavior in
two ways. First, the signal could alter overall giving
behavior on the platform through changes in the over-
all public perceptions of need (Wagner and Wheeler
1969) and shifts in perceived psychological benefits or

cost-benefit tradeoffs (Bekkers and Wiepking 2011).
Alternatively, donors might simply realign their inter-
ests on the platform to certain subsets of initiatives,
such as those favoring local schools whose needs might
be better known to them. Hence, we believe that it
is essential to separately examine whether and how
overall giving and local giving are affected by such sig-
naling events. Accordingly, our research questions are
as follows. (1) What are the effects of a legislative signal
on overall and local donation behavior online? (2)
What are the mechanisms underlying these effects?

We collated a 20-quarter (2015Q1-2019Q4) panel
data set, representing 73,303 schools (nearly 70% of all
U.S. K-12 public schools) and totaling 4,40,617 observa-
tions. These data consist of fundraising outcomes of K-12
schools whose teachers raised funds on DonorsChoose.
We combined these rich data with school demographics
and characteristics collected from the National Center
for Education Statistics (NCES) and further augmented
this data with ESSA-related Internet search data and
media coverage data gathered from Google Trends and
LexisNexis, respectively.

We adopted a staggered difference-in-differences
research design consistent with state-of-the-art meth-
odological approaches (Seamans and Zhu 2014, Zhang
et al. 2024) used to examine the effects of exogenous
policy changes. Our focus is on changes in donor
behavior on the online platform in response to states’
ESSA ratifications. There are at least two critical event
windows that are relevant to wide-scoped federal legis-
lation, such as ESSA. The first is the federal announce-
ment by the president reauthorizing the governing
ESEA 1965 (December 2015). The second is the sign-off
on each state’s submitted plan by the U.S. Department
of Education. ESSA plans for different states went into
effect at different points in time during the 20172018
school year (see Online Appendix A.1l). Because the
state plan signoff by the U.S. Department of Education
is the tangible and concrete event that officially signals
legislative action, we treat this as the primary event for
each state.®> A key strength of our research design is
that the geographic and temporal variation in the ratifi-
cation events allow us to disentangle the effect of the
legislative signal on donation behavior from macro
trends (Parvin and Beruvides 2021). For methodologi-
cal triangulation, we also employed an event-study
analysis that examined both short-term and longer-
term effects, finding consistent results.

We identified a substantial shift in donation patterns
following state ESSA ratifications, with donations becom-
ing more local following this event. We found an 11.9%
increase in the donations contributed by local donors,
who used to account for 25% of the total crowdfunding
amount before the ratifications, and a 15.7% decrease in
the donations contributed by nonlocal donors. Impor-
tantly, we observed a net negative effect following states’
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ESSA ratifications, with a significant drop—an 8% decline
in total donation amounts, representing a $2.45 million
drop per quarter for the schools in our sample—across
the platform. We further stratified the schools based
on the social and economic status (SES) of their students
and found that low-SES schools experienced a more pre-
cipitous drop in funding compared with higher-SES
schools. We identified two awareness mechanisms through
which these effects manifest: information push and infor-
mation pull. Our analyses revealed that donors with a
higher awareness of ESSA exhibited stronger shifts in dona-
tion behavior relative to others.

Our study makes several important contributions to
IS literature and practice. First, there is a clear paucity of
research on how signals from the external institutional
environment influence activities on crowdfunding plat-
forms (He et al. 2024). Our work directly examines this
effect by adding an underexamined antecedent to fun-
draising performance. Importantly, we take a deliberate
approach toward consideration of the institutional con-
text and its interaction with the platform. By doing so,
we offer insights that can inform platform design deci-
sions in a more context-aware manner. Second, we com-
bine theoretical perspectives on familiarity bias and
signaling to empirically establish geographically asym-
metric effects of legislative signaling on local and nonlo-
cal crowdfunding outcomes. Our study is the first to
highlight that legislative signals can significantly influ-
ence donor preferences for geographically proximal
causes, thereby advancing the field’s understanding of
home bias in crowdfunding research. Third, we exam-
ined two distinct awareness channels, information push

and information pull, through which these effects mani-
fest. Interestingly, these mechanisms function in differ-
ent ways: Although the increase in local donations was
driven largely through information pull, the decrease in
nonlocal donations was more strongly impacted by
information push. These findings have important practical
implications. For example, to mitigate the resource-divide
problem in public education that is further exacerbated
by hyper-localization following such events, platforms
should consider implementing timed and targeted nudges
surrounding major legislative announcements. Carefully
designed matching processes could help platforms mitigate,
at least to some extent, inequitable access to resources in
education.

2. Research Context

2.1. DonorsChoose

Our data were sourced from DonorsChoose.org, a lead-
ing online crowdfunding platform that allows indivi-
duals to donate directly to public school classroom
projects posted by teachers. By early 2024, the platform
had raised more than 1.6 billion USD, and more than
80% of U.S. public schools (from grades Pre-K to 12)
had at least one project posted on DonorsChoose,* with
the majority of requests coming from low-resource
schools (Figure 1(a)).

Project page descriptions include information such as
the specific needs, the name of the school, the school’s
location and poverty level, the subject taught, the stu-
dents” grade level, the number of students impacted by
the project, and the number of donors that have contrib-
uted to the project (Figure 1(b)). DonorsChoose uses an

Figure 1. Public Schools Raise Funds Through DonorsChoose.org

(a)

21 oonors $98 s neenen

(b)
$1337600 e sun 2 “

PERCENT OF REQUESTS

4%

45%

School poverty level*
m Low (<10%)
m High (>=40% and <65%)

Moderate (>=10% and <40%)
m Highest (>=65%)

*Based on percentage of students qualifying for free or reduced-price lunch plan

Notes. (a) Proportion of projects by the poverty level of the school making the request, 2015-2019; 45% of all requests come from schools in the
highest poverty bracket (in which 65% or more students receive free or reduced-price meals). (b) Example of a project page on DonorsChoose.org.

Help Us Learn to Code Using

Hands-on Micro:Bits!

Help me give my students learn

coding..w/Python Micro:Bits sets & Jumpstart

Lessons in Codespace!

My Students

My students are 9th-12th grade young adults with a variety of
intellectual, physical, and sensary impairments in our high school's
Independent Living Program. 67% of my students are female. 14% are
members of the LBGQT community. 3% are teenage single parents.
100% of my stugents are below the poverty line. Daily living skils are
increasingly becoming more digital. Our district’s goal is for my
students is competitive integrated employment, Many of today's jobs
require 9y for entry level

My Project

My students use CS First through Google using Scratch which gives
them the opportunity to leam block cading. It's exciting to see students
progress from one project to the next. Each learning progression
develops their use of computational thinking and problem solving. The
use of LEGO WeDo 2.0 sats allowed my students to create 3-D projects
and manipulate parts to create models that moved based an their
algorithms and engagement. My students have used WeDo 2.0
robatics projects as a launching pad into hands-on computer science.

Now we are ready to “JUMPSTART" our learning at
the next level and we need your help!

Ms. M. Davis

Remind me about this project

Noze

given ta this project

each 37 students.
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“all-or-nothing” model, where a teacher receives dona-
tions only if the amount raised equals or exceeds the
funding goal. If a partially funded project expires (i.e.,
fails to attract full funding within a four-month period),
the donations are refunded to donors as campaign cred-
its, which can be used for other projects.

2.2. ESSA: Delegation of Authority to States
ESSA is a comprehensive and elaborate law with nine
titles spanning 392 pages” that was signed into law on
December 10, 2015. ESSA is a major reauthorization of
the 1965 Elementary and Secondary Education Act
(ESEA) and seeks to decentralize public education by
granting states and local school districts greater author-
ity and flexibility in determining accountability and
proficiency standards. ESSA attracted substantial local
and national media coverage and was described as
“the largest devolution of federal control to the states
in a quarter-century” (Wall Street Journal 2015).

We collected more than 10,000 local and national
news articles between February 1, 2015, and March 31,
2017, that contained the term “Every Student Succeeds
Act” from Lexis Nexis and analyzed this content using
natural language processing algorithms. This analysis
revealed that more than 50% of all ESSA-related news
articles emphasized devolution as the most important
theme (see Section D.1 in the Online Appendix for
details). Our interviews with education policy research-
ers and public school teachers corroborate that despite
the breadth and complexity of ESSA, devolution was
the most salient theme in ESSA media coverage. In
Online Appendix A.2, we provide a summary of news
articles and research papers that document devolution
as a salient theme of ESSA.

Although ESSA was signed into law in December
2015, ESSA plans for different states went into effect at
different time points during the 20172018 school year,
based on when the U.S. Department of Education
signed off on each state’s plan. We describe this time-
line in detail and provide additional information on the
law in Online Appendix A.1.

3. Literature Review

Our work draws from and contributes to two streams
of IS literature. The first is online crowdfunding, and
the second is signaling in online communities with a
focus on crowdfunding.

3.1. Online Crowdfunding

This research examines crowdfunding success, a widely
studied outcome in the IS literature, and contributes to
the growing body of IS literature studying online crowd-
funding (Burtch et al. 2014, Burtch and Chan 2019, Geva
et al. 2019, Yang et al. 2020). Prior empirical research has
examined several factors within the crowdfunding

ecosystem that influence crowdfunding outcomes, such
as the characteristics of crowdfunders (Lin and Viswa-
nathan 2016, Younkin and Kuppuswamy 2018), reward
structures and information controls (Burtch et al. 2015,
Yang et al. 2020, Lin et al. 2022), risk disclosure (Kim et al.
2022), social networks and activities among advocates
(Hong et al. 2018), historical information on antecedent
contributors (Burtch et al. 2013, Kim and Viswanathan
2019, Jiang et al. 2022), algorithm choices and resource
allocations (Song et al. 2022), and charity performance
metrics (Kessler and Milkman 2018, Exley 2020).

A substream of this research that is contextually rele-
vant to our work is the crowdfunding research focusing
on the context of public education (Meer 2014, Wash
and Solomon 2014, Weinmann and Mishra 2019, Gao
et al. 2021, Xiao and Yue 2021, Keppler et al. 2022). An
important finding that is theoretically relevant to our
research is that the geographical proximity between len-
ders and borrowers has a positive influence on online
crowdfunding outcomes, suggesting a home or famil-
iarity bias® (Galak et al. 2011, Burtch et al. 2014, Lin and
Viswanathan 2016). Geographical proximity can gener-
ate trust in transaction partners or opportunities in the
same areas, even in the absence of any tangible eco-
nomic benefits (Lai and Teo 2008).

This work makes two key contributions to this litera-
ture. First, although prior literature has documented a
baseline level of home bias in all digital finance transac-
tions, we identify a set of conditions that intensifies this
bias and offer underlying reasons for this. Our study is
among the first to highlight that home bias on online
platforms is dynamic and that external signals can signif-
icantly influence donor preferences toward geographi-
cally proximal causes. Second, in a multidisciplinary
literature review on crowdfunding, He et al. (2024) con-
ducted a thematic synthesis, finding that the effects of
the institutional environment (regulatory forces, etc.)
on crowdfunding platforms are underexplored and
that research thus far has predominantly examined the
effects of within-platform signals on within-platform
activities. Our work directly addresses this research gap
in the crowdfunding literature by examining how exter-
nal signals from the environment influence activities on
crowdfunding platforms.

3.2. Signaling in Online Communities

A substantial body of IS literature has examined the
effects of signaling on online platform user behavior.
For instance, in the context of e-commerce, website
informativeness (Pavlou et al. 2007) and website quality
(Wells et al. 2011) can serve as quality signals for poten-
tial buyers. Signals also influence online behavior in the
context of crowdsourcing platforms (Majchrzak and
Malhotra 2016), social media (Nian and Sundararajan
2022), matching platforms (Shi and Viswanathan 2023),
and online service marketplaces (Zheng et al. 2023).
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In the area of crowdfunding, several studies in infor-
mation systems and management have examined the
role of signaling from the perspective of resource pro-
viders and resource seekers. Resource seekers often
voluntarily provide personal information, which can
serve as a signal that improves the likelihood of suc-
cessful fundraising by helping to establish trust (Ahlers
et al. 2015, Geva et al. 2019). Likewise, project pitches
also contain signals, such as the readability of the text,
the number of typos, and the quality of images and
videos (Mollick 2014). Signals related to resource provi-
ders include word-of-mouth communications in blog
posts (Qiu 2013), early investment by experts (Kim and
Viswanathan 2019), and recommendations from friends
and acquaintances, all of which can impact the proba-
bility of funding. Beyond the signals transmitted within
the crowdfunding ecosystem, research has also docu-
mented the signaling effects of investors in the external
environment such as venture capitalists (He et al. 2024).

This paper contributes to this literature in three ways.
First, institutional signals have been documented to play
a significant role in shaping individual behavior in the off-
line world (Tankard and Paluck 2016), but their effect has
not been examined in the online world. Our work contri-
butes to the IS literature by examining the effect of institu-
tional signals on online donor behavior. Second, we also
examine two mechanisms through which institutional sig-
nals are received, information push and information pull
(Cybenko and Brewington 1998), showing that stronger
external signals lead to stronger behavioral shifts in the
online crowdfunding community. Finally, although exist-
ing studies focus on how signaling (e.g., from resource
seekers) influences the perceived worthiness of a particu-
lar initiative relative to others, we examine how legislative
signaling can impact the perceived worthiness of an entire
class of initiatives (e.g., public education) altogether.

4. Theory and Hypotheses

Digital platforms operate within a larger context that
includes social, cultural, economic, political, technolog-
ical, and regulatory forces. In this larger context, formal
institutions” (e.g., governments) frequently take mea-
sures aimed at the same societal problems targeted by
informally organized online groups, such as donors on
a crowdfunding platform, and transmit signals that
play a pivotal role in shaping individuals’ beliefs about
societal needs (Tankard and Paluck 2016) and their
sense of personal responsibility in helping to meet
those needs. We examine the effect of an institutional
signal, namely a legislative signal, on the behavior of
online donors and focus on two aspects: (1) the existence
of the signal, that is, the mere presence of governmental
action, which signifies commitment and attention and
can have effects on donor perceptions and actions, and
(2) the information content in the signal, that is, the
devolutionary focus of the legislation.

A prerequisite for any change in individual giving
behavior as a reaction to a legislation is awareness, because
people will not change their donations when they are not
aware of these changes. There are two possible mecha-
nisms through which donors can receive legislative sig-
nals: information push and information pull (Cybenko and
Brewington 1998). When an individual requests and
receives a piece of information, say through an Internet
search, this is information pull. If information is sent with-
out being directly solicited, such as through a newspaper,
then the situation is characterized as information push.
Two chief characteristics of efficacious signals have been
theoretically postulated: signal observability and signal
frequency (Janney and Folta 2003, 2006; Park and Mezias
2005). Although many laws are enacted, the degree to
which ordinary citizens become aware about these
changes in legislation depends on the efficacy of signals
received through these mechanisms. We depict our con-
ceptual framework in Figure 2.

4.1. Overall Crowding Out

Legislative signals can serve as vehicles of information
that indicate governmental attention to a public cause.
This attention carries meaning on its own, independent
of the actual content of the legislation. We propose that
legislative signals can reduce overall online giving,
drawing reasoning from multiple streams of literature.
The first stream of literature in philanthropy suggests
that voluntary action emerges to satisfy the unmet
demand for collective goods on the part of particular
population segments. According to the substitution-
based view of volunteering (Dekker and Halman 2003,
Prodi et al. 2023), donors conceptualize their voluntary
action as a substitute for government action in supply-
ing collective goods. Thus, if a legislative signal indicates
that the government is devoting resources to a collective
good, donors are likely to discount the importance of
their own contributions. If individuals perceive that
legislative policies are already addressing their con-
cerns, their intrinsic motivation to contribute is likely to
decrease (Frey and Jegen 2001, Nyborg and Rege 2003).
Indeed, an important factor that impacts a donor’s likeli-
hood to donate is the difference the donor believes their

Figure 2. Conceptual Framework

A
[ | Existence of Signal &
o s Atbonton) | P2 ‘
(Governmental Attention) Online Giving:
Overall
7
Legislative
Signal Content of Signal H2:(+ / ™
( Devolution) 14 Online Giving:
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Signal Awareness




Downloaded from informs.org by [216.73.216.94] on 05 June 2026, at 23:58 . For personal use only, all rights reserved.

Wu, Garimella, and Subramanyam: Legislative Signals and Online Crowdfunding
2314 Information Systems Research, 2025, vol. 36, no. 4, pp. 2309-2326, © 2025 The Author(s)

contribution will make (Bekkers and Wiepking 2011).
Therefore, legislative signal of governmental attention is
likely to lead online donors to reduce or withhold their
charitable contributions.

Along the same line, public goods theory also pre-
dicts that the size and scope of the nonprofit sector is
larger when governments fail to meet the needs of het-
erogeneous societies (Weisbrod 1978). Voluntary con-
tributions come from donors who see themselves as
“gap-fillers” in response to private demands for collec-
tive goods not offered by the government (Salamon
and Toepler 2015). When legislative signals indicate
that the government is stepping in to address these
needs, the perceived necessity for nonprofit interven-
tion may diminish. In such cases, donors may feel that
their role as gap-fillers is no longer necessary or rele-
vant. As a result, their willingness to contribute finan-
cially decreases because the sense of responsibility is
mitigated. This dynamic is likely to be particularly pro-
nounced in online donation settings, where donors are
already distanced from the cause. Thus, public goods
theory suggests that governmental attention, signaled
through legislation, can crowd out private charitable
giving by reducing the demand for nonprofit action.

Third, economic crowding-out theories that follow a
rational choice perspective have documented mixed
evidence on the effects of financial governmental sup-
port. Warr (1983) and Roberts (1987) predict complete
crowding out, although Andreoni (1990) predict frac-
tional crowding out. We propose an overall crowding
out effect even in contexts where explicit dollar-for-
dollar public-private tradeoffs cannot be established.
We hypothesize that a major legislative signal can have
a similar pull-back effect for an important reason.
Many of the economic models assume full information
on the part of the donors, that is, that donors are fully
informed of the levels of government spending toward
public causes. However, empirical data from studies in
a wide range of contexts do not support the assumption
of full information (Handy 2000, Horne et al. 2005, Shah
et al. 2015, Lergetporer et al. 2016) and instead reveal
that ordinary citizens are largely uninformed about
governmental spending. Therefore, decisions of charita-
ble giving may not be based on actual knowledge of
government spending (de Wit and Bekkers 2016).

Facing complex information, citizens usually rely on
coarse signals and simple information cues (Simon
1990, Kahneman and Tversky 2013). In the context
of charitable giving, these signals often come from
external sources, particularly when individuals do not
actively seek out detailed information. We propose
that information push, through channels like media
coverage, plays a critical role in shaping public percep-
tion and donor behavior. When legislative signals are
pushed through media outlets, the public becomes
aware of governmental attention to specific causes,

even if they were not previously looking for such infor-
mation. This unsolicited information can form a narra-
tive in the public mind that the government is taking
sufficient action, thereby reducing the perceived need
for their own donations. Therefore, we expect that a
signal of governmental attention can evoke a similar
withdrawal behavior from donors. Taken together, a
legislative signal could lead to a reduction in donations
due to donors discounting the importance of their own
contributions to a collective public cause. We hypothe-
size the following.

Hypothesis 1. A legislative signal (governmental atten-
tion) pertaining to a public cause will lead to an overall
decrease in online donations to the cause.

4.2. Local Crowding In

Although the existence of a signal, on its own, is likely
to have an effect (I may not know exactly what the leg-
islation is doing but I know the government is doing
something), signaling theory posits that the informa-
tional content of a signal matters for how it influences
decision making (Arrow 1973). As noted previously,
donors can receive legislative signals through two
mechanisms: information push and information pull
(Cybenko and Brewington 1998). Between these, infor-
mation pull, where donors actively seek out informa-
tion, is likely to encourage potential donors to move
from hesitation to active contribution.

With devolutionary legislation, the information-seeking
behavior of donors points them toward the salient in-
formation content of the signal, which is greater delegation
of control to state and local education authorities. Studies in IS
literature on crowdfunding have noted the existence of
home bias and noted the relevance of local interest, com-
munity, and distance as factors that influence online giving
(Galak et al. 2011, Burtch et al. 2014, Lin and Viswanathan
2016). We posit that home bias on online platforms is
dynamic and that external signals can significantly influ-
ence donor preferences toward geographically proximal
causes. Specifically, we expect information pull by donors
about a devolutionary legislative signal to intensify home
bias in three ways.

First, the message of devolution is likely to draw pub-
lic attention to the challenges faced by local schools.
As donors become more aware of the plight of local
schools, they are likely to view these causes as more
pressing and tangible compared with broader, national
issues. Second, donors are more likely to give when
they feel that their individual actions make a difference
(Bekkers and Wiepking 2011). The delegation of greater
control to local donors would lead them to believe
that their own actions, especially those aimed at local
educational initiatives, will make a bigger difference.
This belief stems from the idea that, with local schools
gaining more autonomy, donations aimed at these
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institutions will translate into more immediate and effec-
tive outcomes. Third, familiarity effects, where donors
are more inclined to support causes they know well
(Jiang et al. 2019), are likely to be amplified by devolu-
tionary legislative signals. As donors actively seek infor-
mation, they become better informed about local schools
and their specific needs, they feel more empowered to
make decisions about contributing to local causes.

In summary, devolutionary legislative signaling
(Shackleton et al. 2002) has the potential to motivate
donors to respond more enthusiastically to requests
from teachers in their state and local communities.
This shift in donor behavior is driven by three key fac-
tors: heightened awareness of local needs, the percep-
tion that local contributions will have a greater impact,
and the amplification of familiarity effects as donors
gain more knowledge about local schools. Together,
these factors work to intensify home bias, leading to a
redistribution of donations toward local causes.

This effect would align with the complementarity
theory (Dekker and Halman 2003, Dahlberg 2005) of
voluntary action, according to which volunteers view
their efforts as complementary to governmental action.
As a result, donors are likely to perceive a diminished
federal role and an increased and impactful local role
in public education. In essence, we expect that the
information content of a legislative signal with a devo-
lutionary component will amplify familiarity bias and
heighten the interest of donors in local causes.

Hypothesis 2. A legislative signal with a devolutionary
focus (informational content) will lead to a redistribution of
online donations toward local causes.

5. Data

We systematically assembled a multifaceted data set
by gathering information from four independent data
sources. In this section, we first introduce these data
sources and then present the variables in the empirical
model.

5.1. Data Sources

First, we obtained donation data from DonorsChoose.
org via their application programming interface, which
included details about classroom projects, teachers,
schools, donors, and project donations. We obtained
school demographic information from the NCES, which
maintains the Department of Education’s primary data-
base on public Pre-K to Grade 12 education in the
United States. This information is available at the yearly
level. To measure donor awareness, we utilized two
supplementary data sources at the state level: (a) data
on the relative volume of Internet search traffic for
terms related to ESSA from Google Trends and (b)
news and media releases about ESSA from Lexis Nexis
(see Section 6.3 for details).

The school-quarter-level data set we compiled con-
tained all active U.S. public Pre-K to Grade 12 schools
present in both DonorsChoose and the NCES system.
The final sample consisted of 73,303 unique schools,
covering nearly 70% of all public Pre-K to Grade 12
schools in the United States. Our main analysis focused
on 20 quarters from 2015 to 2019, ensuring that the
ESSA ratifications in the majority of states (during the
2017-2018 school year) fell within the central part of our
study period. We chose this period because (a) using
quarters as the time unit allowed us to cover at least
five quarters before and after ESSA ratification, and (b)
comprehensive annual demographic information has
been available in the NCES database since 2015. Our
results are robust to alternative study periods and alter-
native units of analysis (details in Online Appendix E).

5.2. Variable Definitions

5.2.1. Dependent Variables. We used four crowdfund-
ing performance measures as dependent variables in
our analysis and measured crowdfunding success in
two ways: We considered the Amount Raised, measured
as the total dollar amount raised by the school in a
given quarter (Younkin and Kuppuswamy 2018, Cor-
nelius and Gokpinar 2020), and employed Proportion
Funded as an alternative measure of crowdfunding per-
formance to reflect the “all-or-nothing” funding model
of DonorsChoose, where a teacher receives donations
only if the amount raised equals or exceeds the target
funding goal. Given our focus on local and nonlocal
giving, Local Amount captures the contribution amount
raised from local donors sharing the same initial three
zip code numbers as the focal schools, and Nonlocal
Amount captures the contribution amount raised from
donors outside this area. We adopted the three-digit
zip code because (a) it is better suited than the five-
digit zip code with respect to alignment with school
districts in a way that is appropriate for our study,
and (b) the location of donors is restricted by the plat-
form to the three-digit zip code level. In a robustness
check, we also used a county-level operationalization
and a continuous measure of the geographic distance
between the focal school and its donors for triangula-
tion (see Online Appendix E.11).

5.2.2. Independent and Control Variables. Our main
independent variable of interest is ESSA, which we
operationalized as a binary variable indicating the date
on which it was announced that the respective state’s
ESSA plan had been approved. This variable took the
value of one for a school-quarter pair if the respective
state’s ESSA plan was ratified during that quarter and
retained the value of one in subsequent quarters. We
also employed the federal announcement of ESSA as
an alternative independent variable in a separate analy-
sis (see Online Appendix E.2).


https://donorschoose.org/
https://donorschoose.org/
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Based on recent empirical research identifying char-
acteristics that could potentially be associated with a
school’s crowdfunding performance (Meer 2014, Gao
et al. 2021), we included a broad set of control vari-
ables. We summarized these variables, along with
descriptive statistics in Table 1. Details of descriptions
of the variables and a correlation matrix are presented
in Online Appendix B.2.

6. Empirical Analysis and Results

In this section, we first introduce the model specifica-
tion we used to estimate the effects of the state ESSA
ratifications on the donations that schools received
through the platform. We then present our empirical
findings on the overall fundraising success, as well as
local and nonlocal giving. Following that, we examine
information push and pull as potential mechanisms
through which donor behavior responds to legislative
signaling (ESSA ratifications). In the post hoc analysis,
we further investigate the impacts on equity by focus-
ing on low-SES schools that have fewer resources to
begin with. We conclude this section by offering a
series of checks to demonstrate the robustness of our
results to alternative explanations.

6.1. Empirical Strategy

As noted earlier, although the federal ESSA law was
signed in December 2015, the individual ESSA plans for
different states went into effect at different time points

Table 1. Variables and Summary Statistics

over the 20172018 school year based on when the US.
Department of Education approved each state’s plan.
This temporal and geographic variation provides us with
a quasi-experimental setting, allowing us to examine the
effect of the legislative signal (announcement of state
ESSA ratification) on donor behavior and to rule out
alternative explanations (Seamans and Zhu 2014). Speci-
fically, we leveraged the date on which each state’s plan
was ratified as an external shock to compare the crowd-
funding activity of schools before and after the shock.
We present model-free evidence for the shifts in funding
following state ESSA ratification dates in Figure 3.

We leveraged the exogenous policy shock on schools
in each state as a natural experiment and adopted a stag-
gered difference-in-differences (DD) model using an ordi-
nary least squares (OLS) estimation with fixed effects.®
Our model specification for the DD analysis is as follows:

Yir = B - ESSA +y - Xy + School; + Quarter;
+ Year; + €. 1)

In the equation above, i denotes the school and jt
denotes the time (quarter-year); Yj; denotes the depen-
dent variables defined above, that is, Amount Raised, Pro-
portion Funded, Local Amount, and Nonlocal Amount. We
used the logs of the dependent variables measured in dol-
lar amounts because these variables represent nonnega-
tive continuous data. Our results are consistent when
using the non-log dependent variables (Online Appendix
E.14). ESSA;; is the treatment indicator variable, which

Standard No. of
Variable Description Mean deviation observations
Amount Raised Total dollar amount raised through the platform 1,389.86 2,727.50 4,40,617
Prop. Funded Proportion of fully funded projects 0.77 0.36 4,40,617
Local Amount Dollar amount contributed by local donors 360.76 833.96 4,440,617
Non-Local Amount Dollar amount contributed by nonlocal donors 1,029.10 2,341.66 4,40,617
ESSA =1(0) if the respective state’s ESSA plan has (not) been ratified 0.40 0.49 4,40,617
Num. Projects Number of projects posted on the platform 2.78 4.10 4,40,617
Amount Requested Total requested dollar amount 1,875.12 3,396.84 4,40,617
Prop. Literacy Projects Proportion of literacy-related projects 0.36 0.41 4,40,617
Prop. Basic Projects Proportion of basic needs-related projects 0.33 0.41 4,40,617
Avg. Word Count Average word count of project descriptions 52.97 6.35 4,40,617
Avg. Readability Average Flesch Kincaid grade level of project descriptions 12.50 291 4,40,617
Avg. Sentiment Average polarity sentiment score of project descriptions 0.50 0.27 4,40,617
Prop. Repeat Donors Proportion of repeat donors 0.72 0.25 4,40,617
Prop. Teacher Donors Proportion of donors who are teachers 0.17 0.20 4,40,617
Num. Donors Number of unique donors 11.34 15.38 4,440,617
Prop. Giving Page Proportion of donations through the giving page 0.40 0.31 4,40,617
Prop. Match Offers Proportion of donations through match offers 0.06 0.12 4,40,617
Prop. Thank-Yous Proportion of donations receiving thank you cards/gifts 0.09 0.16 4,40,617
Prop. Web GCs Proportion of donations using online gift cards 0.16 0.22 4,40,617
Prop. Campaign Credits Proportion of donations using campaign credits 0.07 0.15 4,40,617
Minority Proportion of nonwhite students 0.58 0.32 4,40,617
Low Income Proportion of students qualifying for NSLP 0.51 0.30 4,40,617
Num. FTEs Number of full-time equivalent employees 38.45 25.56 4,40,617
Num. Students Total number of students 648.44 460.05 4,40,617
Dist. Funding (log) Total revenue of school district (log) 13.95 8.54 4,40,617
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Figure 3. Signing Dates of States’ ESSA Plans and Funding Performance After These Dates
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Note. The figure presents the percentage of change in school crowdfunding performance after the ratification of the ESSA state plan (circle colors:
red = negative, green = positive), and the number of schools by state in our sample (circle sizes); most schools experienced a decrease in crowd-

funding performance after their state plans were signed.

equals one if the school state’s ESSA plan was approved
by the U.S. Department of Education by the time jt; Xj;
represents a vector of time-variant control variables, such
as the Amount Requested by the school in a given quarter,
Prop. Basic Projects, and Minority.9 The vectors, School;,
Quarter;, and Year; are school and time fixed effects that
control for unobserved heterogeneity in school character-
istics and temporal time trends. Note that rather than
employing time (quarter-year) fixed effects, we chose to
separately incorporate the quarter and year indicators
(Wallis 1972, Ottonello and Winberry 2020). This multi-
way fixed effects approach allowed us to effectively
account for annual shocks and seasonal variation,™
although the use of quarter-year fixed effects adjusts for
quarterly shocks only and cannot identify seasonal pat-
terns or annual deviations (Statalist 2019). We clustered
the standard errors at the state level to further control for
potential correlations in error terms due to unobserved
economic, demographic, and political characteristics at
the state level."!

To verify the validity of our empirical framework,
we performed three sets of preliminary checks, with
details described in Online Appendix C. First, follow-
ing previous literature (Eftekhari et al. 2023, Dobrescu
et al. 2024), we conducted placebo treatment simula-
tions by generating random dates during the ratifica-
tion period (January 1, 2017-June 20, 2019) and testing
the effect of the random dates on crowdfunding out-
comes. We found that the estimates from the placebo

simulations are insignificant on average and across
dependent variables, suggesting that there is no suffi-
cient evidence to support an association between the
random placebos and crowdfunding performance
(details in Online Appendix C.1). Second, following
Goodman-Bacon (2021), we performed event-study
analyses and conducted a Goodman-Bacon decompo-
sition to check the validity of our staggered DD speci-
fication. The results of our event-study analysis show
an absence of preshock trends in schools” fundraising
outcomes across all of the preshock periods (as indi-
cated by the nonblack bars in Figure 4); the results of
our Goodman-Bacon decomposition show that the
inverse weighting problem is not an issue (details in
Online Appendix C.2). Third, we conducted a series of
falsification tests to rule out demand-side shifts in the
volume of teacher requests as a potential explanation
for our findings (see Online Appendix C.3 for details).
We did not expect the policy change to significantly
affect demand-side trends because initiatives imple-
mented over a longer horizon are unlikely to alleviate
teachers” immediate need for classroom supplies. In
line with our expectations, we applied the event-
study analyses on teachers’ requests and found that
schools” fundraising requests stayed fairly stable over
the periods before and after the state ESSA ratification
(as indicated by the black bars in Figure 4). In sum, the
results from these preliminary checks demonstrate
the validity of our empirical specification.
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Figure 4. Shifts in Crowdfunding Demand and Supply Before and After State ESSA Ratifications
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Notes. The outcomes of interest remain relatively stable in the time periods leading up to the state ESSA ratifications but shift afterward; in the
contrast, the demand side, reflected by the Amount Requested, shows little variation both before and after each state’s ESSA ratification. ESSA-1 is
omitted from the estimation (Freyaldenhoven et al. 2021). Estimation results are provided in Online Appendix C.2.

6.2. Results

Figure 5 provides model-free evidence of shifts in pri-
vate donations in response to the announcement of the
major educational devolution policy. We observed a
decrease in the overall funding success, reflected in the
total amount raised and the proportion of funded pro-
jects following the state’s ESSA ratification. We also
found that the local amount increased although the
nonlocal amount decreased after the shock. Table 2 pre-
sents the key estimation results of Equation (1) for the
effects of ESSA ratification on school crowdfunding
outcomes.

6.2.1. Negative Overall Effect on Crowdfunding Suc-
cess. Our analysis shows that a majority of schools
experienced declines in crowdfunding success after
their respective state plan approvals (as shown in
Figure 3). The results from our empirical estimation are
consistent with model-free observation. We estimate
the impact of the state ESSA ratifications on the overall
crowdfunding success of schools, reflected in the total
amount raised (Amount Raised) and the proportion of

fully funded projects (Proportion Funded), and report
the results in columns (1) and (2) of Table 2. The nega-
tive and significant coefficients of the variable ESSA
indicate that schools in states with ratified ESSA plans
saw significantly inferior crowdfunding outcomes (cor-
roborating Hypothesis 1). Specifically, following their
state’s ESSA ratifications, schools saw a drop of 8% in
the amount raised (amounting to a total of $2.45 million
for the sample schools in a quarter) and a 4% drop in
the proportion of projects that met their funding goals
compared with schools in states that had not yet rati-
fied their ESSA plan. In summary, ESSA ratification at
the state level was associated with a significant decline
in the donations schools received.

6.2.2. Increase in Local Donations and Decrease in
Nonlocal Donations. Columns (3) and (4) of Table 2
show results for our main model specification, where
the dependent variables are the amounts raised from
local donors and nonlocal donors, respectively. We com-
puted Local Amount as the contribution amount raised
from donors located in the same geographical area

Figure 5. (Color online) Model Free Evidence: Before-After Comparison in Dependent Variables
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Table 2. Effects of ESSA Ratifications on School Crowdfunding Performance

Dependent variable

Owerall amount raised Prop. funded Local amount raised Nonlocal amount raised
Q) @ ®) *)
ESSA —0.079** —0.040** 0.120*** —0.156**
(0.039) (0.015) (0.030) (0.060)
Num. Project (Log) 0.242%** 0.085*** 0.298*** 0.128***
(0.012) (0.004) (0.015) (0.013)
Amount Requested (Log) 0.420*** —0.201%** 0.165%** 0.391%**
(0.012) (0.004) (0.015) (0.016)
Prop. Basic Projects —0.017*** —0.004* —0.060*** —0.003
(0.005) (0.002) (0.010) (0.007)
Prop. Literacy Projects —0.036%** —0.015%** 0.043** —0.070%**
(0.004) (0.002) (0.009) (0.007)
Avg. Word Count (Log) —0.014 —0.007** 0.021 —0.026%
(0.009) (0.003) (0.018) (0.015)
Avg. Readability (Log) 0.043*** 0.015** —0.047** 0.072%**
(0.011) (0.004) (0.020) (0.016)
Avg. Sentiment —0.030%** —0.016%** —-0.012 —0.028**
(0.005) (0.002) (0.015) (0.011)
Num. Donors (Log) 0.546%** 0.170*** 1.080%** 0.940***
(0.015) (0.006) (0.016) (0.016)
Prop. Repeat Donors 0.258*** 0.084*** —0.260%** 0.562%*
(0.013) (0.006) (0.043) (0.024)
Prop. Teacher Donors —0.307%** —0.068*** 0.946%** —1.329%**
(0.030) (0.010) (0.048) (0.053)
Prop. Giving Page 0.017 0.025*** 0.181*** —0.034
(0.017) (0.006) (0.026) (0.026)
Prop. Matched Offers 0.041* 0.032%** —0.448** 0.486***
(0.022) (0.009) (0.063) (0.039)
Prop. Thank-Yous 1.2171%* 0.574%* 0.615** 0.959***
(0.024) (0.010) (0.041) (0.049)
Prop. Web GCs 0.394%** 0.165** 0.084* 0.527***
(0.024) (0.009) (0.043) (0.044)
Prop. Campaign Credits —0.646%** —0.271%** 0.174%** —0.865**
(0.020) (0.008) (0.044) (0.039)
Num. FTEs (Log) —0.008 0.002 0.053 —0.036
(0.008) (0.004) (0.032) (0.025)
Num. Students (Log) 0.012 0.009 0.002 0.010
(0.019) (0.008) (0.034) (0.023)
Minority 0.043 —0.002 —0.290% 0.143
(0.071) (0.032) (0.148) (0.151)
Low-Income —0.030 —0.013 0.057 —0.080%
(0.021) (0.009) (0.065) (0.042)
District. Funding (Log) —0.001 —0.001 0.005** —0.003***
(0.001) (0.001) (0.002) (0.001)
School, quarter, year (fixed effects) v v v 4
No. of observations 440,617 440,617 440,617 440,617
R? 0.752 0.458 0.592 0.630

Notes. The maximum variance inflation factor among the independent variables is 5.987 (<10), indicating that multicollinearity is not likely to be

an issue. Standard errors are presented in the parentheses.
***p < 0.01; **p <0.05;*p <0.1.

(based on the first three digits of the zip codes) as the
school and Nonlocal Amount as the contribution amount
raised from donors outside of this area. Note that
because the segment of the population considered local
to a particular school is a smaller the segment of the
population considered nonlocal, our ex ante expecta-
tion is that the magnitude of local donations would be
considerably lower than the magnitude of nonlocal
donations. We observed a positive coefficient of ESSA

for Local Amount and a negative coefficient Nonlocal
Amount; the estimated coefficients are both statistically
and economically significant. In particular, following
their state’s ESSA ratification, schools raised 11.9%
more from local donors and 15.7% less from nonlocal
donors, equaling a quarterly increase of $0.95 million
in local donations and a decrease of $3.4 million in non-
local donations for the sample schools (see Online
Appendix E.11 for robustness checks). In summary,
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our results show that ESSA ratifications redistributed
online donations, leading to increased localization in
crowdfunding (corroborating Hypothesis 2).

6.3. Mechanism Examination: Information Push
and Information Pull

In this section, we test the assumption that citizens are
generally aware of the legislative signal and examine
information push and information pull, the two chan-
nels through which donors can become aware of ESSA-
related news. To capture information push, we first col-
lected news and media releases from LexisNexis. Then,
we constructed a binary variable, Push, which captured
whether a school’s donations primarily originated from
states with intensive ESSA-related news coverage."”
Specifically, we included ESSA-relevant articles pub-
lished over the December 1, 2015-March 31, 2017, time
period, which included the period before the state ESSA
ratifications.'® Our analysis (details in Online Appendix
D.1) shows that the moderation effect of information
push for local crowding-in became insignificant when
the information pushed was unrelated to the salient
ESSA theme of devolution, providing further evidence
that the informational content of the legislative signal—
devolution in our case—matters. To examine information
pull, we captured the effect of citizens actively seeking
information to educate themselves about ESSA. Specifi-
cally, we examined search engine activity on ESSA. As
described in Section 5, we used Google Trends to track
ESSA-related search traffic'* and created a binary vari-
able, Pull, which indicates whether a school’s donations
primarily originate from states displaying higher than
median interest in the search terms; Pull equals one if
over half a school’s donors were from such states.

We then expanded the staggered DD model of our
main analysis by including the interaction terms, ESSA
X Push and ESSA X Pull, in the model. When we sepa-
rately included the interaction terms (Table D2 in

Table 3. Mechanism Examination

Online Appendix D), we observed that both informa-
tion push and information pull strengthened the effects
on the amount raised by local and nonlocal donors,
indicating that donors in states with more interest in
ESSA responded to the ratification by making more local
donations and fewer nonlocal donations. Interestingly,
when jointly considering the effects of information pull
and push, we observed distinct results for local and non-
local donations (Table 3). The local amount raised after
ESSA is significantly and positively moderated by infor-
mation pull, while the reduction in nonlocal donations is
magnified by information push. This contrast suggests
that the increase in local donations induced by legislative
signals is shaped mainly through information pull via
active search, although the decrease in nonlocal dona-
tions is more likely to be driven by information pushed
through news and media releases.

6.4. Post Hoc Analyses

6.4.1. Impacts on Low-SES and Title | Schools. As
observed in Figure 1(a), a majority of crowdfunding
projects are posted by teachers at high-poverty schools,
which typically receive fewer instructional resources to
begin with. It is important to understand whether the
resource inequity problem in public education might be
intensified by the shifts in donation patterns observed
following state ratifications. We examined this possibil-
ity by focusing on schools with a higher concentration
of low-SES students. In particular, we stratified schools
based on (1) the percentage of low-income students
(Low Income, measured by the percentage of students
qualifying for free or reduced school lunch), (2) the per-
centage of minority students (Minority), and (3) whether
a school is a Title I school." The plots in Figure 6 indicate
that funding success (proportion of projects funded)
decreased to a larger extent for low-SES schools (i.e.,
Title I schools and those with a higher percentage of

Information push and pull

Amount raised

Q)

Local amount Nonlocal amount

@ ®)

ESSA —0.060
(0.038)
ESSA X Push —0.031***
(0.009)
ESSA x Pull —0.019
(0.016)
Controls v
School, quarter, year (fixed effects) 4
No. of observations 440,617
R? (full model) 0.756

0.051* —0.106*
(0.028) (0.059)
0.026 —0.069%**
(0.023) (0.016)
0.111* —0.060*
(0.044) (0.033)
v v
v v
440,617 4,40,617
0.596 0.632

Note. Standard errors are presented in the parentheses.
**p <0.01; **p <0.05;*p < 0.1.
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Figure 6. Before-After Comparison: Average Proportion of Projects Funded

79.2% 79.4%
77.0%
L 76.13%
75.1%
74.0% |
Before After Before

m Low-income > 50% Low-income <= 50% m Minority > 50%

78.3%
77.6%
1
75.4%
74.7% 74 3% 74-3% i
I |
After Before After
Minority <= 50% mTitle | Not Title |

Notes. This figure presents a before-after comparison of crowdfunding success among schools with different SES levels. We separate schools
based on (1) the percentage of low-income students, (2) the percentage of minority students, and (3) Title I classification. We observe that funding
success decreased to a larger extent for low-SES schools, represented with a darker shade, following state the ESSA ratification.

low-income or minority students) following the state
ESSA ratifications.

To empirically examine the impact of states’ ratifica-
tions on low-SES schools, we included interaction terms,
ESSA x Low-Income, ESSA x Minority, and ESSA X Title
I, in the model relating ESSA ratification and school
crowdfunding outcomes. Table 4 presents the results
measuring the impact on low-SES students and Title I
schools. The coefficients of the interaction terms involv-
ing the three variables, ESSA X Low-Income, ESSA X
Minority, and ESSA X Title I, are all negative and signifi-
cant at the 5% level. For instance, as shown in column
(5) of Table 4, Title I schools have raised an even lower
total amount: specifically, 2.1% (equaling a total of $0.64
million in a quarter) less than their counterparts. Our
results suggest that Title I schools and schools with a
higher percentage of low-SES students were dispropor-
tionately impacted by the shift in donor behavior follow-
ing the ESSA ratifications.

6.4.2. Impacts on Number of Donors vs. Per-Donor
Amount. Our main results indicate a significant decline
in total donations associated with state ESSA ratifications,

Table 4. Impacts on Low-SES Schools

either due to a reduced number of donors or due to
decreased donation amounts per donor. Our examina-
tion (detailed in Online Appendix D.3) reveals that the
number of overall and local donors remained stable,
although the average amount contributed by donors
both overall and locally was impacted. These findings
imply that the legislative signal did not substantially
change the pool of donors but significantly changed
donation behavior. This is further verified by our donor-
level analysis (shown in Online Appendix E.12).

6.4.3. Evaluation of Alternative Explanations and Addi-
tional Robustness Checks. We performed a series of
additional robustness checks to confirm that possible
confounds or alternative explanations did not drive our
main results. We summarize our analyses in Table 5 (see
tables and additional details in Online Appendix E).

7. Discussion

Information Systems research often aims to inform pol-
icy implications, which requires deeper engagement
with the institutional context in which these policies

Low-SES indicator

Low income

Minority Title 1

Amount raised  Prop. funded Amount raised Prop. funded Amount raised Prop. funded

) @)

3) 4 ©) (6)

ESSA —0.052** —0.021**
(0.017) (0.009)
ESSA X Low-SES Indicator —0.052*** —0.036***
(0.009) (0.004)
Controls v v
School, quarter, year (fixed effects) 4 v
No. of observations 4,40,617 4,40,617
R? (full model) 0.756 0.458

—0.049* —0.022% —0.063** —0.029**
(0.017) (0.009) (0.027) (0.013)
—0.051** —0.031%* —0.021** —0.014**
(0.008) (0.004) (0.006) (0.003)
v v v v
v v v v
4,40,617 4,40,617 440,617 4,40,617
0.756 0.458 0.529 0.458

Notes. The interaction term coefficients represents the interactions between ESSA and each of Low income (columns (1) and (2)), Minority
(columns (3) and (4)), and Title I (columns (5) and (6)), respectively. Clustered standard errors are presented in the parentheses.

***p <0.01; *p <0.05;*p < 0.1.
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Table 5. Alternative Explanations and Robustness Tests

Potential concern

Empirical examination

Appendix

Panel A: Ruling out alternative explanations

Signal effect on demand side

Federal announcement of ESSA

Ratification window effects

Seasonality

Donors’ history

Flash funding

School district partnerships

Political funding and activities

On-platform interface changes

We conducted falsification tests and found no impact of ESSA
awareness on project request changes due to information push
and pull mechanisms.

We tested the effect of the federal ESSA announcement (Dec. 2015)
within a short window (two quarters before and after) to show
consistent results using either state plan sign-off dates or the
federal passage date as the shock.

We created a donation-level data set and used a seven-day window
around state ratification dates to isolate the effect of ESSA
ratification on donation behavior, minimizing potential
confounding factors such as platform interface changes.

We employed two analyses to account for academic year cycles: (1)
comparing crowdfunding outcomes to the period’s average, and
(2) treating the ESSA ratification year as the treatment and the
prior year as the control to compare outcomes before and after
the ratification quarter.

We categorized donors as first-time or repeat and analyzed
donations accordingly. Both groups showed consistent ESSA
ratification effects in significance and magnitude, indicating that
our main findings are robust in terms of donor history.

We verified the robustness of our local redistribution results by
excluding large donors and high-donation dates, confirming that
“flash funding” did not skew our findings.

We demonstrated that excluding the schools engaged in partnership
with the platform (only 1% of our sample) from our analysis did
not change our results

We confirmed that excluding schools engaged in partnerships with
the platform (only 1% of our sample) from our analysis did not
affect our results.

We scrutinized the archival interfaces of DonorsChoose.org over
2015-2019 on a monthly basis and ruled out potential effects of
interface changes on online giving behavior after ESSA.

E1l

E2

E.3

E4

E5

E.6

E7

ES8

E.9

Panel B: Additional robustness checks

Selection bias

Alternative definitions of local donations

Donor-level analysis

Continuous measurement of signal
awareness
Non-log outcome measures

We used matching models, including propensity score matching
(PSM) and coarsened exact matching (CEM) at the project level, to
create matched groups of projects from before and after the shock,
addressing concerns about self-selection based on school
characteristics.

We confirmed our results are robust to alternative
operationalizations of donation localization by: (1) defining local
donors at the county level, and (2) creating continuous measure of
donor distance.

We analyzed serial donors at the individual level and found
consistent shifts in donation behavior.

We used continuous measures for information push and pull and
found stronger effects at the donor level.

We confirmed the results using nonlog outcome variables, including
the total amount raised, local amount, and nonlocal amount.

E.10

E11

E.12

E.13

E.14

are shaped. This study finds that legislative signals
have substantial effects on online donor behavior, cor-
roborating our hypotheses that the ratification of a
major devolution law such as ESSA leads to the greater
localization of online donations. Our results show a
11.9% increase in donations contributed by local donors
and a 15.7% drop in nonlocal donations following state
ESSA ratifications. The net effect is an 8% drop in
the average amount raised by schools through the

platform, totaling an average of $2.4 million per quarter.
These effects were qualitatively similar whether we consid-
ered the federal announcement or state-level ratifications.
We also explored the mechanisms through which the
effects manifested. Specifically, we observed that donors’
behavioral shifts aligned consistently with the extent of
information pull (Internet search) and information push
(media coverage). Interestingly, the increase in local
donations was shaped mainly by information pull,


https://donorschoose.org/
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although the decrease in nonlocal donations was driven
primarily by information push. We also observed that
schools with a greater percentage of low-SES students
and fewer resources to begin with were more adversely
affected by these shifts in donation tendencies. These
results are robust to a variety of alternate specifications.

We acknowledge certain limitations in our analyses.
First, this study focused specifically on the effect of the
legislative signal rather than on the actual implementa-
tion of the act. Second, while our staggered difference-in-
difference model in combination with other analyses
makes for a strong identification strategy overall, we
acknowledge that this methodology is not immune to
caveats in identifying causal effects (Cunningham 2021).
Third, our donation data came from one leading online
platform, DonorsChoose. However, our field data show
that DonorsChoose contributions significantly dwarfed
other public school crowdfunding platforms in terms
of economic reach during our study period. Fourth,
although the measures we employed (i.e., capturing Goo-
gle Trends data and news media coverage) may be
imperfect, they are useful proxies that helped us uncover
important mechanisms. Finally, we acknowledge that
donors may relocate and that local donations could be
more precisely measured if donation data with real-time
location information were available. Our first-time donor
analysis (Online Appendix E.5) allowed us to alleviate
this concern to some extent.

7.1. Theoretical Implications
Research over the last two decades in information sys-
tems and related disciplines has discussed and debated
the flattening effect of digital platforms. Platforms
make information accessible beyond geographical con-
straints and serve as agents of coordination (Gefen and
Carmel 2008, Chen and Horton 2016). Although the flat
world hypothesis (Freidman 2005) points to the role of
digital technology and platforms in transcending tradi-
tional physical and geographical limitations, IS research
has documented evidence of home bias and role of
geography in digital finance transactions (Galak et al.
2011, Burtch et al. 2014, Lin and Viswanathan 2016).
Our research extends this conversation and makes the
following contributions to IS crowdfunding literature.
First, our study is among the first in the crowdfunding
stream to hypothesize and demonstrate geographically
asymmetric effects of external signals on fundraising
outcomes, contributing to the field’s understanding of
familiarity bias and home bias (Lin and Viswanathan
2016, Sabzehzar et al. 2023). Second, although policy
scholars have examined the high-level impacts of signifi-
cant federal policies, and IS scholars have examined fac-
tors that make bottom-up crowdfunding efforts more
effective, our study is unique in that it focuses is on the
interaction between these two forces (top-down policy
and bottom-up crowdfunding efforts) by adding an

antecedent to fundraising performance, top-down leg-
islative signaling, that has not been previously exam-
ined. We provide evidence of hyperlocalization in
online crowdfunding following legislative decentrali-
zation, which intensifies the resource-divide issue in
education and advances the understanding of resource
allocation in the context of crowdfunding platforms
(Song et al. 2022).

Next, we contribute to IS literature that examines the
role of signaling on user behavior on online platforms
(Pavlou et al. 2007, Wells et al. 2011, Majchrzak and Mal-
hotra 2016, Nian and Sundararajan 2022, Shi and Viswa-
nathan 2023, Zheng et al. 2023). Although prior work has
examined within-platform signals (e.g., within-platform
policies and actions) and off-platform, postfundraising
resource mobilization, our research examines the effect
of the institutional environment on crowdfunding plat-
forms. Although literature documents institutional sig-
nals shaping behavior in the offline world (Tankard and
Paluck 2016), their effect remains underexamined in the
online world. Specifically, the signal we examine shapes
donors’ perceived worthiness of the entire class of initia-
tives (e.g., public education) in ways that require greater
understanding.

7.2. Managerial Implications

ESSA has some important characteristics (e.g., devolu-
tion, complexity) resembling factors observable in
other domains. For instance, as devolutionary laws
become more common in other public policy domains
(e.g., healthcare, financial services, utilities, poverty,
small business growth, entrepreneurship, etc.), our
results can provide a starting point for predictions
about online crowdfunding efforts in these domains.
One key crowdfunding platform concern is interface
design and its role in aligning user behavior with plat-
form owners’ goals regarding resource allocation. Dur-
ing important policy actions, it becomes essential for
platform designers to use guidance corrections to keep
the community momentum going forward. Timed
and deliberate nudges, such as targeted campaigns,
reprioritized project placement, and email promotions,
become increasingly important surrounding major pol-
icy announcements. For instance, instead of showing
potential donors projects from their own areas, plat-
forms might consider explicitly exposing donors from
wealthy areas to projects from schools in poorer areas to
counteract the potential “rich-get-richer” problem. By
improving their matching processes, platforms could
mitigate inequities in public education resources. Public
school administrators with firsthand knowledge of
funding inequities can work with platforms to address
resource gaps in their planning cycles. Similarly, school
teachers might be wise to reprioritize projects if they are
vulnerable to major policy events. Public school teachers
using digital platforms such as DonorsChoose for



Downloaded from informs.org by [216.73.216.94] on 05 June 2026, at 23:58 . For personal use only, all rights reserved.

Wu, Garimella, and Subramanyam: Legislative Signals and Online Crowdfunding
2324 Information Systems Research, 2025, vol. 36, no. 4, pp. 2309-2326, © 2025 The Author(s)

fundraising might need to participate in conscious mes-
saging, particularly when there are external changes
and discussions around initiatives concerning public
education. For example, teachers may need to remind
donors that the effects of federal measures such as ESSA
trickle down to the schools only gradually and that
many day-to-day classroom needs still remain unmet.

The existence and growth of platforms such as
DonorsChoose and GoFundMe highlight market fail-
ures in public education funding. When public policies
have a devolution component, policymakers need to
engage with platforms to help them serve as counter-
forces against inefficiencies that might accompany such
policies.'® Further, our findings highlight the tendency
of online donors to focus on the needs of their immedi-
ate communities, which can exacerbate the rich-get-
richer and poor-get-poorer problems. Policymakers
could seek to mitigate such problems by, for example,
providing tax-based incentives for certain forms of phi-
lanthropy that promote the equitable distribution of
resources. Nevertheless, given donors’ tendencies to
prioritize local projects, it is clear that no matter how
well-intentioned and helpful for meeting teachers’
immediate needs, philanthropic platforms such as
DonorsChoose should not be viewed as a substitute for
comprehensive policies that address the needs of low-
SES students, families, and communities.
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Endnotes

" Source: https: //www.donorschoose.org/about/impacthtml, last
accessed August 2024.

2 Source: https://www .help.senate.gov/imo/media/doc/ESSA:
Largest devlolution of federal control to states.pdf.

3 In Online Appendix E.2, we perform a robustness test using the
federal announcement as the main event.

4 Source: https://www.donorschoose.org/about/impact.html, last
accessed April 2024.

5See https://www.govinfo.gov/content/pkg/BILLS-114s1177enr/
pdf/BILLS-114s1177enr.pdf, last accessed September 2023.

6 Familiarity bias is broader than home bias; it includes the tendency
to contribute to causes that are not only geographically proximal but
also proximal along other dimensions (e.g., culturally, socially).

" Here we rely on the definition of formal institutions as “entities that
organize, govern, or educate a group” (Tankard and Paluck 2016).

8 Note that, although Proportion Funded represents proportion data
that are suitable for a fractional Probit model estimation, we ran the
DD analysis for Proportion Funded using the ordinary least squares
(OLS) model to make the results more interpretable. We observed
consistent findings when using the fractional Probit model.

9 All the control variables were scaled by log-transformation except
the proportion variables.

19 We made this specification precisely based on the recognition of
the inherent seasonality present in our school fundraising data and
ensured that our results remained consistent with further controls
for seasonality (see Online Appendix E.4).

" Our results remained consistent when we changed our state-level
fixed effects to the three-digit zip code level.

2 In the main analysis, the variable reflects the topic-relevant push.
For details on its operationalization, refer to Online Appendix D.

'3 We also conducted an additional donor-level analysis using con-
tinuous measures of information push and information pull and
observed stronger moderation effects at this granular level (see
Online Appendix E.12).

4 We searched for the terms “ESSA” and “Every Student Succeeds
Act” and excluded irrelevant terms to make sure that the results
were relevant to the policy. The search period was December 1, 2015,
to March 31, 2017, time period, consistent with the information push
mechanism.

15 Title I is the largest federally funded educational program, providing
supplemental funds to school districts to assist schools with the highest
student concentrations of poverty to meet educational goals.

16 See https: //www.donorschoose.org/superintendents for a recent
attempt in this direction by DonorsChoose, last accessed August
30, 2024.
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