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Abstract 
Company can not only make charity donation, but also carry out volunteer 
service to perform philanthropic responsibilities. So how do company’s phi-
lanthropic activities affect its financial performance? This paper uses data of 
Chinese A share listed companies to investigate the effect of philanthropic ac-
tivities on corporate financial performance by two-stage Heckman selection 
model. The results show that corporate charity donation has a positive impact 
on its financial performance, however volunteer service has a negative and 
significant on it. There are evidences show that as a rational person, compa-
nies perform philanthropic responsibilities through charity donations, which 
can have a better positive impact on companies. 
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1. Introduction 

Carroll (1991) [1] argued that four kinds of social responsibilities constitute the 
pyramid of CSR (corporate social responsibility): economic, legal, ethical, and 
philanthropic. Among them, economic responsibilities are the most basic, while 
legal responsibilities are second, ethical responsibilities are at the third level, and 
philanthropy responsibilities are at the top. This paper focuses on the effect of 
corporate philanthropy responsibilities on its financial performance. As an im-
portant component part of CSR, philanthropy responsibilities have always been 
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a hot topic in the research of corporate social responsibility and corporate finan-
cial performance (CSR-CFP). Base on existing literatures, there are many papers 
investigate the relationship between corporate charity donation and corporate 
financial performance, many of them argued that Charity donation is positively 
correlated with financial performance. Strategic philanthropy Godfrey (2005) [2] 
argued that there is a positive correlation between charity donation and corpo-
rate financial performance. The economic goals held by companies are compati-
ble with philanthropic activities rather than contradictory. Companies partici-
pating in philanthropic activities can establish a good reputation, improve their 
competitiveness, increase product sales, and create more added value. 

However, charity donation is not the only way for companies to fulfill their 
philanthropic responsibilities. Corporate philanthropic activities mainly include 
charity donation and volunteer service. Company can not only make charity 
donation, but also carry out volunteer service to perform philanthropic respon-
sibilities. At present, there are few literatures discuss the effect of volunteer ser-
vice on financial performance. According to the China Charity Development 
Report 2018, the total amount of social donations in China in the past year is es-
timated to be 155.8 billion yuan, and the value of volunteer services nationwide 
is estimated to be 54.8 billion yuan. Corporate charity donations have always 
been the main force of social donations, but the value of voluntary services also 
exceeds one third of the total social donations. More and more companies fulfill 
philanthropic responsibilities by carrying out volunteer services. For example, a 
number of airlines volunteered to provide disaster relief lines to transport relief 
supplies and evacuate victims in the earthquake relief, medical enterprises pro-
vide free health check for residents in the community, and some companies or-
ganize employees to donate blood voluntarily. Companies carry out various vo-
lunteer services, which can also enhance the reputation of enterprises, and bring 
strategic value to enterprises. 

Therefore, from the perspectives of charity donation and volunteer service, 
this paper uses the data of Chinese A share listed companies from 2008 to 2014 
to verify the effect of charity donations and volunteer services on corporate fi-
nancial performance. It’s conducive to answering the questions concerned by 
entrepreneurs: can volunteer service of companies bring certain returns? And 
can volunteer service and donation bring the same effect? This paper has some 
practical significance in answering these questions and enriches the corporate 
philanthropy research. If corporate philanthropy can bring higher corporate fi-
nancial performance, it will encourage enterprises to further integrate charity 
planning into corporate strategic planning and integrate philanthropy programs 
into corporate business model.  

2. Theoretical Analysis and Empirical Strategy 
2.1. Theoretical Analysis 

Base on the existing literatures, charitable activities is positively correlated, nega-
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tively correlated and uncorrelated with corporate financial performance. But a 
majority of literatures argued that the relationship between them is positively 
correlated. This paper tries to analyze the theories from indirect and direct as-
pects. 

2.1.1. Indirect Effects 
From the perspective of strategic charity (Smith, 1994) [3], although some cha-
ritable activities cannot enable companies to immediately obtain tangible, clear 
and independent exchange value, they can help enterprises to obtain intangible 
strategic assets, including organizational reputation (Fombrun et al., 2000) [4], 
trust (Zucker, 1986) [5], political relations (Dai et al., 2014) [6] etc., thus create a 
good competitive advantage for companies (Porter & Kramer, 2002) [7]. Zhong 
(2007) [8] argued that corporate philanthropic activities actually play a role in 
maintaining and increasing the value of companies, and that corporate financial 
performance can be indirectly improved by improving the relationship between 
companies and stakeholders. Du & Feng (2010) [9] empirical results showed that 
the accounting performance and market performance of companies were signif-
icantly improved after charity donations. Corporate philanthropic activities can 
enhance corporate reputation, maintain good relationship with stakeholders, 
expand product diversity in the eyes of stakeholders, especially customers, en-
hance customer demand for products, and increase sales revenue. The positive 
corporate culture formed by corporate philanthropic activities will infect em-
ployees with the same values, increase their loyalty and improve their work effi-
ciency. Enterprises actively carry out various charitable activities, can maintain-
ing good government-enterprise relationship and market reputation, which is 
conducive to companies to obtain or strengthen monopoly position, enhance 
strategy and competitive environment. 

2.1.2. Direct Effects 
Companies can make more consumers know about them and its products 
through charity donations and volunteer services, and then transfer from the 
consumption of similar substitute products to their products. For service com-
panies, they should organize voluntary activities to get in close contact with 
consumers and understand their needs, so as to optimize their market services 
more pertinently. Wang & Pan (2011) [10] based on the data of Chinese listed 
companies on charitable donations from 2002 to 2008, found that the higher de-
gree of stakeholder satisfaction, the more obvious the effect of charitable dona-
tion on enhancing corporate financial performance. Lu & Liu (2012) [11] argued 
that the donation significantly promotes the sales growth rate, and the positive 
correlation between the donation behavior of companies directly contacting 
consumers and sales growth is stronger. Participation in volunteer services can 
enhance employees’ cooperation and enthusiasm, increase employees’ sense of 
responsibility, and improve the community environment (Porter & Kramer, 
2006) [12]. The strategic philanthropic activities of companies can also improve 
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the development environment of relevant industries, not only promote the de-
velopment of relevant industrial clusters, but also further promote the develop-
ment of supporting industries.  

2.2. Data and Sources 

Because the charity data of Chinese A listed companies have only been dis-
closed normatively since 2006, and the CSMAR database only discloses the 
detailed information of corporate social responsibility projects from 2008, this 
paper chooses 2008-2014 as the research period. This paper takes all Chinese A 
share listed companies as original samples with the exception of: financial 
companies, ST and PT listed companies, companies with clearly wrong articu-
lation on charity donation, and companies with insufficient data of each con-
trol variable. The data in this paper all are from CSMAR database, and the de-
tailed information of corporate charity activities is from the CSR sub-database 
of CSMAR.  

2.3. Empirical Models and Variable Declaration 

At present, most of the literatures on this kind of problems only selected com-
panies which participating in charity activities as the research objects. Therefore, 
this paper adopts the Heckman two-stage model to test and redress the sample 
selection bias. The first stage is probit model of company charity activities deci-
sion-making. The second stage is the performance model of the effect of corporate 
charity activities on its financial performance. In the first stage, all companies (in-
cluding those participating in charity activities and those non-participating in 
charity activities) are taken as the research objects, and the dummy variable that 
if the company participated in charity activities the value is 1 otherwise is 0 as 
the dependent variable to conduct probit regression analysis and find out the 
Inverse Mill’s Ratio. In the model of the second stage, companies participating in 
charity activities are taken as the research objects, corporate financial perfor-
mance is taken as the dependent variable, and the Inverse Mill’s Ratio calculated 
in the first stage is taken as the control variable and add into the regression 
model of the second stage to study the effect of charity activities on financial 
performance. If the regression coefficient of Inverse Mill’s Ratio is significant, it 
indicates that there is a problem of sample selection bias, which needs to be cor-
rected by the Heckman two-stage model. 

Therefore, this paper will measure philanthropic responsibility from two 
perspectives: one is charity donation; the other is volunteer service. Heckman 
model (1) and (2) were set up to test the effect of charity donation on corporate 
financial performance, the specific model is as follows: 

The first stage of Heckman model: 

, 0 1 , 2 , 3 , 4 ,

5 , ,

dona_cd ROE lev size lnpind_dona
SOE

i t i t i t i t i t

i t t i t

β β β β β

β ϑ µ

= + + + +

+ + +
    (1) 
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The second stage of Heckman model: 

, 0 1 , 2 , 3 4 , ,ROE ln_dona lev IMR SOEi t i t i t i t t i tβ β β β β ϑ µ= + + + + + +     (2) 

Heckman model (3) and (4) were set up to test the effect of volunteer service 
on corporate financial performance, the specific model is as follows: 

The first stage of Heckman model: 

0 1 , 2 , 3 , 4 ,

5 , ,

N_cd ROE lev size lnpind_N
SOE

it i t i t i t i t

i t t i t

α α α α α

α ϑ ε

= + + + +

+ + +
       (3) 

The second stage of Heckman model: 

, 0 1 , 2 , 3 4 , ,ROE ln_N lev IMR SOEi t i t i t i t t i tα α α α α ϑ ε= + + + + + +      (4) 

In the first stage, dona_cd and N_cd are the dependent variables which are the 
dummy variables. If the company participated in charity donation the value of 
dona_cd is 1 otherwise is 0. N_cd means whether the listed company has organized 
voluntary service activities, according to the information of CSR sub-database of 
CSMAR, this paper assumes that if the company carry out volunteer services 
published in the annual report the value of N_cd is 1 otherwise is 0. In the 
second stage, the dependent variable is Return on Equity (ROE) of listed com-
panies to measure the corporate financial performance, and the source of it is 
CSMAR database.  

This paper selects the logarithm of total charitable donations (ln_dona) pub-
lished in the annual report of listed companies and the logarithm of annual vo-
luntary projects (ln_N) calculated according to the specific voluntary activities in 
the annual report of listed companies as the independent variable. ln_dona is 
used to measure corporate charitable donation, and ln_N is used to measure 
corporate volunteer service. 

Control variables include liability-assets ratio (lev), the ownership of compa-
nies (SOE), if the company is a state-owned enterprise, the value of SOE is 1 oth-
erwise is 0, the logarithm of industry average donation amount (lnpind_dona), 
the logarithm of industry average volunteer service project numbers every year 
(lnpind_N), the logarithm of company total assets (size) and the virtual variable 
of year ( tϑ ). Because the premise of the two-stage Heckman selection model is 
that one or more variables must be found that can affect the independent varia-
ble, but have no effect on the observed dependent variable. Whether a company 
participates in charitable donation will be affected by the charitable donation of 
other enterprises in the same industry, but the average charitable donation of the 
industry has no direct impact on financial performance of the company (Ga-
laskiewicz and Burt, 1997) [13]. Therefore, in this paper, lnpind_dona and 
lnpind_N are taken as instrumental variables and put into the models (1) and (3) 
of the first stage of Heckman respectively.  

3. Empirical Results and Analysis 
3.1. Statistical Description 

Table 1 is a statistical description of the first stage of Heckman model variables 
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in this paper. In the whole samples, the ROE mean of Chinese A listed compa-
nies is 8.57% and the standard deviation is 10.53, which indicates that there is a 
large gap in the financial performance of the companies between the samples, 
and the minimum value is −57.35% and the maximum value is 43.14%. In order 
to eliminate the influence of outliers, this paper had been removed one percent 
of the minimum and maximum of the sample. The mean of ln_dona is 1.39 and 
the standard deviation is 4.25, indicating that the amount of charity donations 
between different listed companies are quite different. The mean value, standard 
deviation and maximum value of annual voluntary projects of enterprises are 
0.88, 3.49 and 67 respectively. The reason may be that there are few companies 
that publish voluntary service activities in the annual report, and there is hete-
rogeneity among different samples and some companies may not prefer volun-
tary service. In terms of control variables, the difference between industry aver-
age donations and industry average number of volunteer projects was small. The 
standard deviation of company size and lev is relatively small, which indicates 
that the size and asset-liability ratio of listed companies are not so different. 

Table 2 is a statistical description of the first stage of Heckman model va-
riables in this paper. In the second stage of Heckman, this paper respectively 
examines the impact of charitable activities (include charity donation and vo-
lunteer service) on corporate financial performance. Therefore, the sample of 
companies participating in donation (dona_cd = 1) is defined as charity dona-
tion sample and used as the sample of model (2). When the value of N_cd is 1, 
the sample is defined as of volunteer service sample, which is the sample of 
model (4). In the charity donation sample, the mean of ROE is significantly 
higher than that of the whole sample, and the standard deviation of the total 
donations amount is also significantly smaller. In the volunteer service sample, 
similarly, the average ROE is larger than that of the whole sample. However, the 
standard deviation of the annual number of voluntary projects 7.15, indicating 
that there is difference in the number of voluntary services organized by differ-
ent companies every year. 

 
Table 1. Variables statistical description of the first stage of Heckman model. 

Variables Indicator Mean Std. Min. Max 

ROE Return on equity 8.57 10.53 −57.35 43.14 

ln_dona ln(Donation amounts) 1.39 4.25 0 20.95 

N Number of volunteer service projects 0.88 3.49 0 67 

size ln(total assets) 21.79 1.32 13.08 28.51 

lev Asset-liability ratio 0.46 1.13 0 96.96 

SOE The ownership of company 0.40 0.49 0 1 

lnpind_dona ln(industry average donation amounts) 12.50 1.56 7.46 18.65 

pind_N 
Industry average volunteer service 

project numbers 
0.87 0.92 0 10.40 
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Table 2. Variables statistical description of the second stage of Heckman model. 

Charity donation sample (dona_cd = 1) 

Variables Mean Std. Min. Max. 

ROE 12.03 9.45 −54.37 42 

ln_dona 14.13 1.90 8.52 20.95 

size 23.10 1.57 18.76 28.51 

lev 0.50 0.20 0.01 0.87 

SOE 0.51 0.50 0 1 

lnpind_dona 13.08 1.65 7.46 18.65 

Volunteer service sample (N_cd = 1) 

Variables Mean Std. Min. Max. 

ROE 11.15 9.55 −54.37 42 

N 5.72 7.15 1 67 

ln_dona 8.33 7.10 0 20.95 

size 23.01 1.49 18.76 28.51 

lev 0.51 0.20 0.01 0.93 

SOE 0.57 0.50 0 1 

pind_N 1.30 1.21 0.03 10.40 

3.2. Empirical Analysis 
3.2.1. How Does the Charity Donation Affect Financial Performance? 
As show in the first column of Table 3, ROE is adopted as the financial perfor-
mance index in the probit regression. In model (1), the time fixed effect was 
controlled. The results show that the regression coefficients of ROE, size and 
lnpind_dona are all significantly positive, which is basically consistent with the 
expectation, indicating that the better the corporate financial performance is, the 
larger the company scale is, and the larger the industry average donation scale is, 
the more likely the company is to participate in charitable donation. The regres-
sion coefficient of lev is significantly negative, indicating that the lower financial 
leverage a company has, the more likely it is to make charitable donations. The 
regression coefficient of SOE is negative, but not significant, indicating that the 
ownership of a company has no significant impact on the charity donation.  

In order to test and correct the sample selection bias, the Inverse Mills Ratio 
(IMR) calculated by model (1) in Table 3 is added into the regression of the 
second stage as a control variable. As show in the second column of Table 3, the 
results show that the regression coefficient of IMR is significantly negative, 
which indicate that only companies participating in charitable donation as re-
search samples would lead to the problem of sample selection bias. Therefore, 
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the Heckman two-stage model is needed to correct the problem of sample selec-
tion. At same time, in order to overcome the influence of heteroscedasticity on 
regression results, the robust standard deviation is selected for processing. The 
regression results of model (2) show that the regression coefficient of ln_dona is 
0.4599, which is significant and positive. The sample evidence supports that 
corporate charitable donation has an obvious positive effect on corporate finan-
cial performance. From the perspective of the coefficient of control variables, the 
asset-liability ratio is negatively correlated with its financial performance, which 
indicates that the higher the asset-liability ratio is, the bigger the risk is. The re-
gression coefficient of SOE is significantly negative, indicating that the perfor-
mance of non-state-owned enterprises is better than that of state-owned enter-
prises on the whole, and private enterprises are more dynamic. 

 
Table 3. The effect of charity donation on corporate financial performance. 

 First stage of Heckman model Second stage of Heckman model 

 Model (1) Model (2) 

Dep. Var.: dona_cd ROE 

   

ROE 0.0148***  

 (0.0018)  

lev −0.6886*** −10.4356*** 

 (0.0887) (1.4850) 

size 0.4493***  

 (0.0157)  

lnpind_dona 0.0182*  

 (0.0107)  

SOE −0.0559 −3.4264*** 

 (0.0358) (0.4791) 

ln_dona  0.4599*** 

  (0.1554) 

IMR  −7.5150*** 

  (0.7588) 

Obs. 12,718 1417 

R-squared  0.2157 

Time fixed effects Yes Yes 

Note: Standard errors in parentheses. *p < 0.1, **p < 0.05, ***p < 0.01. 
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3.2.2. How Does the Volunteer Service Affect Financial Performance? 
As show in the first column of Table 4, ROE is used as the financial performance 
index in the probit regression. In model (3), the time fixed effect was controlled. 
Results show that the regression coefficients of ROE, size and lnpind_N were all 
significantly positive, indicating that the better business financial performance, 
the bigger the scale, the more industry average volunteer service activities, the 
more the chance of company to carry out the volunteer service activities. The 
regression coefficient of lev is significantly negative, indicating that the lower the 
financial leverage of enterprises, the more likely to carry out volunteer services. 
Different from the impact of charitable donation on financial performance, the 
regression coefficient of SOE is significantly positive, indicating that state-owned 
enterprises are more likely to carry out volunteer service ac. 
 
Table 4. The effect of volunteer service on corporate financial performance. 

 First stage of Heckman model Second stage of Heckman model 

 Model (3) Model (4) 

Dep. Var.: N_cd ROE 

   

ROE 0.0125***  

 (0.0015)  

lev −0.5326*** −10.8816*** 

 (0.0789) (1.2753) 

size 0.4677***  

 (0.0147)  

lnpind_N 0.0880***  

 (0.0205)  

SOE 0.1224*** −4.2501*** 

 (0.0312) (0.4352) 

ln_N  −0.5722** 

  (0.2300) 

ln_dona  0.0921*** 

  (0.0292) 

IMR  −8.1714*** 

  (0.6086) 

Obs. 13,597 2226 

R-squared  0.1763 

Time fixed effects Yes Yes 

Note: Standard errors in parentheses. *p < 0.1, **p < 0.05, ***p < 0.01. 
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As show in the second column of Table 4, similarly, in order to test and cor-
rect the sample selection bias, IMR calculated by model (1) in Table 4 is added 
to the regression in the second stage as a control variable. The results show that 
the regression coefficient of IMR is significantly negative, indicating that only 
companies with volunteer service activities are used as research samples, which 
would lead to the problem of sample selection bias. Therefore, the Heckman 
two-stage model is needed to correct the problem of sample selection. At the 
same time, in order to overcome the influence of heteroscedasticity on regres-
sion results, the robust standard deviation was selected for processing. The re-
gression results of model (4) show that, the regression coefficient of ln_N is 
−0.5722, which is significantly negative. This sample evidence supports that 
more volunteer service activities organized by companies will have a negative 
impact on their financial performance. Although enterprise organize voluntary 
service can, like charity donation, enhance the reputation of the enterprise, help 
the enterprise has the better positive image, but the management needs to con-
sider that organization staff to carry out volunteer service, need to suspend part 
of the employee to work, also need to invest a lot of labor cost and material cost, 
will have a negative impact to enterprise’s production and operation activities. 

3.3. Robustness Test 

This paper also tests the stability of the empirical results. The results of Table 1 
and Table 2 show that, the regression coefficient of lev is significantly negative, 
indicating that the lower the financial leverage of the company is, and the more 
possible the company to participate charity donation and carry out volunteer 
service activities. Therefore, in order to avoid the impact of the corporate sam-
ples with high financial leverage on the accuracy of model estimation. This paper 
adopts the samples with “lev < 1” to repeat the above empirical process, so as to 
solve the problems mentioned above. The results are shown in Table 5 and Ta-
ble 6 which are not materially different from the Table 1 and Table 2. 
 
Table 5. Robustness test: The effect of charity donation on corporate financial perfor-
mance. 

 First stage of Heckman model Second stage of Heckman model 

 Model (1) Model (2) 

Dep. Var.: dona_cd ROE 

   

ROE 0.0148***  

 (0.0018)  

lev −0.6868*** −10.4457*** 

 (0.0890) (1.4855) 

size 0.4490***  

 (0.0157)  

lnpind_dona 0.0182*  
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Continued 

 (0.0107)  

SOE −0.0558 −3.4273*** 

 (0.0358) (0.4791) 

ln_dona  0.4594*** 

  (0.1554) 

IMR  −7.5217*** 

  (0.7591) 

R-squared  0.2158 

Time fixed effects Yes Yes 

Note: Standard errors in parentheses. *p < 0.1, **p < 0.05, ***p < 0.01. 
 

Table 6. Robustness test: The effect of volunteer service on corporate financial perfor-
mance. 

 First stage of Heckman model Second stage of Heckman model 

 Model (3) Model (4) 

Dep. Var.: N_cd ROE 

   

ROE 0.0125***  

 (0.0015)  

lev −0.5288*** −10.9051*** 

 (0.0795) (1.2761) 

size 0.4672***  

 (0.0147)  

lnpind_N 0.0881***  

 (0.0205)  

SOE 0.1226*** −4.2534*** 

 (0.0312) (0.4352) 

ln_N  −0.5731** 

  (0.2300) 

ln_dona  0.0920*** 

  (0.0292) 

IMR  −8.1843*** 

  (0.6091) 

R-squared  0.1764 

Time fixed effects Yes Yes 

Note: Standard errors in parentheses. *p < 0.1, **p < 0.05, ***p < 0.01. 
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4. Conclusion 

There is a significant positive correlation between corporate charity donation 
and financial performance. Appropriate and rational decision of charity dona-
tion can bring good reputation to the company, improve the recognition and 
acceptance of the company among the customer group, enhance the sense of 
identity and loyalty of employees, so as to improve production efficiency and 
increase financial performance. In the long run, there is a significant negative 
correlation between the number of volunteer service projects and enterprise 
performance, which indicates that if enterprises spend a lot of labor cost and 
material cost to organize more volunteer projects, they will put the cart before 
the horse and have a negative impact on their production and operation activi-
ties. Whether the influence mechanism is similar to that of charity donation on 
corporate performance is worth further study. 
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