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Our Initial Hypothesis

• Impact of Lottery win on Bankruptcy of 
Winner
– We can match names and addresses of both 

lottery winners and bankruptcy filers
– Positive: Lottery Win Reduces Bankruptcy
– Negative: Lottery Win Increases Bankruptcy

• WE FIND NO SIGNIFICANT RESULTS!



Our New Hypothesis:

• Examine impact of Lottery Win on Bankruptcy 
of very close Neighbors

• Keeping up with the Joneses
• Conspicuous Consumption
• Veblen, 1899; Duesenberry, 1949 



Finding 1
Larger lottery wins cause more bankruptcies of 
very close neighbors. 

KEEPING UP WITH THE JONESES:

Finding 2
Bankrupt neighbors of larger lottery winners 
have  more visible assets (house, car) but not 
invisible assets (cash, pension, securities)

CONSPICIOUS CONSUMPTION















Our Research Design:

Lottery wins in very small neighborhoods (6 
Digit Post Codes) – average of 13 households

• Income of the lottery winner will increase
• Income of neighborswill remain unchanged



6 Digit Postal Code ~13 households

Dissemination Area (DA) ~200 
households



Identification

• Single Lottery Win in Each Six Digit Postal 
Code (n=6 829)

• Random $ size of the lottery win, conditional 
on winning



Data: Lottery Winners

• Universe of Lottery Winners from one 
Canadian province





Bankruptcy Filings Data - Counts

Source: Office of the Superintendent of Bankruptcy 
(OSB).

• Universe of all consumer bankruptcy filings in 
Canada

• Count per 6 digit post code
• Exact Date 



Test 1
Lottery Win Size on OwnBankruptcies

• RHS is $ size of Lottery win

• LHS Probability of Own Bankruptcy
– Before Date of Win
– After Date of Win



The Effect of Lottery Winning on Winners’ Own Bankruptcy

Event Window 
(Years)

0 to 2 3 to 5 -1 to -2 -3 to -5

Panel A. Single-winning postal codes, controls 
included

Log of winning amount-0.0028 0.0033 0.0007 -0.0018

(0.0030) (0.0021) (0.0010) (0.0013)

Number of 
observations

4,018 1,121 6,790 7,165



Test 2
Lottery Win Size on Neighbors’

Bankruptcies

• RHS is $ size of Lottery win

• LHS is Count of bankruptcy filers of neighbors 
of lottery winner.
1. Inner Ring Only
2. Inner Ring –Outer Ring



The Effect of Lottery Winning on the Bankruptcies of Winners’ 
Neighbors

Event window (years) 0 to 2 3 to 5 -1 to -2 -3 to -5

Panel A. Postal codes

Log of winning amount 0.0199** 0.0266* 0.0096 -0.0045

(0.0101) (0.0139) (0.0073) (0.0086)

Number of observations 5,352 2,586 7,377 7,377

Panel B. Outer rings (DAs – postal 
codes)

Log of winning amount -0.0088 0.0024 -0.0069 -0.0124*

(0.0083) (0.0112) (0.0056) (0.0072)

Number of observations 5,342 2,582 7,361 7,361



Effect of Lottery Prize on Count of Neighborhood Bankruptcies 
(Single Year Event Windows)
Years Relative 
to Winning

Postal Code
Bankruptcies

se DA – Postal 
Code 
Bankruptcies

se

1 0.0064 (0.0055) -0.0033 (0.0052)

2 0.0092 (0.0056) -0.0033 (0.0055)

3 0.0129** (0.0066) 0.0015 (0.0058)

4 0.0053 (0.0072) -0.0003 (0.0062)

5 -0.0041 (0.0080) 0.0020 (0.0072)

0 -0.0037 (0.0054) -0.0021 (0.0046)

-1 0.0019 (0.0053) -0.0057 (0.0048)

-2 0.0075 (0.0050) -0.0018 (0.0044)

-3 -0.0030 (0.0052) -0.0043 (0.0046)

-4 0.0020 (0.0050) -0.0047 (0.0044)

-5 -0.0033 (0.0047) -0.0038 (0.0042)



Segment Results based on 
Neighborhood Characteristics

• Statistics Canada Census Data

• Available at DA Level



Event Window (Years) 0 to 2 3 to 5 -1 to -2 -3 to -5

Panel A. Low-income neighborhoods

Log of winning amount 0.0391** 0.0634*** 0.0135 0.0016

(0.0152) (0.0197) (0.0114) (0.0137)

Number of observations2,666 1,307 3,648 3,648

Panel B. High-income neighborhoods

Log of winning amount 0.0078 0.0012 0.0081 -0.0089

(0.0135) (0.0203) (0.0092) (0.0105)

Number of observations2,686 1,279 3,729 3,729



Event Window (Years) 0 to 2 3 to 5 -1 to -2 -3 to -5

Panel C. High-income inequality neighborhoods

Log of winning amount 0.0227* 0.0455*** 0.0130 -0.0153

(0.0119) (0.0166) (0.0085) (0.0106)

Number of observations3,668 1,802 5,025 5,025

Panel D. Low-income inequality neighborhoods

Log of winning amount 0.0182 -0.0121 0.0033 0.0160

(0.0191) (0.0264) (0.0136) (0.0150)

Number of observations1,684 784 2,352 2,352



Event Window (Years) 0 to 2 3 to 5 -1 to -2 -3 to -5

Panel E. Urban high-density neighborhoods

Log of winning amount 0.0288*** 0.0185 0.0090 -0.0052

(0.0111) (0.0154) (0.0082) (0.0095)

Number of observations4,054 1,929 5,567 5,567

Panel F. Not Urban high-density neighborhoods

Log of winning amount -0.0048 0.0706** 0.0142 -0.0015

(0.0234) (0.0334) (0.0158) (0.0198)

Number of observations1,298 657 1,810 1,810



Test 3:
Conspicuous Consumption

• RHS is $ size of Lottery win

• LHS is probability ofasset typein balance 
sheetof bankruptcy filers of neighbors of 
lottery winner



Bankruptcy Balance Sheet Data

• Test of Conspicuous Consumption

• Visible Assets (House, Car, Motorbike)

• Invisible Assets (Cash, Pension, Securities)

• As at date of bankruptcy 



The Effect of Lottery Prize on the Balance Sheets of Neighboring 
Bankruptcy Filers (Multiple Year Event Windows)

Event Window (Years) 0 to 2 3 to 5 -1 to -2 -3 to -5

Cars 0.2142** -0.0024 0.1291 -0.1042

(0.0910) (0.114) (0.0908) (0.131)

Number of observations 2,617 1,259 2,764 1,477

Houses 0.2714** -0.0006 0.1245 0.1624

(0.1285) (0.165) (0.1204) (0.153)

Number of observations 2,617 1,259 2,764 1,477



The Effect of Lottery Prize on the Balance Sheets of Neighboring 
Bankruptcy Filers (Multiple Year Event Windows)

Event Window (Years) 0 to 2 3 to 5 -1 to -2 -3 to -5

Cash -0.0004 0.0048 0.0268 0.0307

(0.0266) (0.035) (0.0285) (0.038)

Number of observations 2,617 1,259 2,764 1,477

Financial assets -0.0975 -0.0599 0.0292 0.0804

(0.0877) (0.116) (0.0850) (0.120)

Number of observations 2,617 1,259 2,764 1,477



Conclusions:

Finding 1
Larger lottery wins cause more bankruptcies of very 
close neighbors. 

KEEPING UP WITH THE JONESES:

Finding 2
Bankrupt neighbors of larger lottery winners have  
more visible assets (house, car) but not invisible 
assets (cash, pension, securities)

CONSPICIOUS CONSUMPTION
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