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To be philanthropic when being international: Evidence from Chinese family firms
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Abstract
This study examines the influence of internationalization on corporate philanthropy, and further
investigates the moderating effect of political participation of CEO (Chief Executive Officer). Using a
sample of Chinese family firms and hand-collected data on corporate philanthropy, internationalization,
and CEO’s political participation, our findings show that internationalization is significantly positively
associated with corporate philanthropy, suggesting that internationalization plays an important role in
promoting corporate philanthropy because of the mounting interaction of corporate philanthropic
consciousness among multinational companies. In addition, CEO’s political participation reinforces the
positive association between internationalization and corporate philanthropy. Above findings are robust
to a variety of sensitivity tests and further our conclusions are still valid after controlling for the
endogeneity between internationalization and corporate philanthropy.
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INTRODUCTION

Corporate philanthropy as a specific dimension of CSR (corporate social responsibility) has drawn
close attention from scholars, practitioners, and the public (Du, Jian, Du, Feng, & Zeng, 2014).

Nevertheless, there is relatively rare literature to address whether the institutional environment and its
change impact corporate philanthropy1. Actually, along with corporate globalization and the mounting
interaction of philanthropic consciousness among multinational companies, internationalization is
playing an important role in promoting corporate philanthropy (Brammer, Pavelin, & Porter, 2009;
Campbell, Eden, & Miller, 2012). In this regard, extant studies provide insufficient evidence on the
relation between internationalization and corporate philanthropy. Our intuition is that multinational
companies often use corporate philanthropy as an effective instrument to satisfy the interests of
stakeholders and obtain the legitimacy in host countries. This study adds to the existing literature by
investigating whether internationalization affects corporate philanthropy and the moderating effect of
CEOs’ political participation.
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1 Institution environment is a concept in new institutional economics and usually can be defined as a set of ‘rules of the
game’ in our society (North, 1990). Generally, it can be partitioned into two groups: formal and informal systems.
Individuals and organizations are required to confirm these rules, because complying with institutional environment can
help them receive support and legitimacy from government, communities, and the public.
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In our study, internationalization is measured as the ratio of overseas sales to total worldwide sales
revenue (Hitt, Hoskisson, & Kim, 1997; Geringer, Tallman, & Olsen, 2000). Using a sample of
Chinese family firms over the period of 2005–2011, our findings show that internationalization is
significantly positively associated with corporate philanthropy. Moreover, CEO’s political participation
reinforces the positive association between internationalization and corporate philanthropy.
In China, along with the rapid economic growth, social problems have become increasingly

prominent (Wang, 2004). As the largest emerging market, the ‘China Miracle’ attracts worldwide
attention, but China is jammed in contradiction between the rapid economic growth and the lack
of philanthropic consciousness (Graafland & Zhang, 2014). Internationalization urges Chinese
enterprises to build positive moral capital through corporate philanthropy as a response to stakeholder
pressures and the liability of foreignness (Godfrey, 2005; Campbell, Eden, & Miller, 2012).
Furthermore, this study focuses on Chinese family firms for several reasons: first, in the past four
decades, private economy contributes a significant percentage of China’s economic growth and brings
out the economic miracle with the average annual growth of about 9% (Anderson, Li, Harrison, &
Robson, 2003; Ding, Zhang, & Zhang, 2008; Du, 2015). Second, previous studies (Zhang, Rezaee, &
Zhu, 2009; Du et al., 2014) find that corporate philanthropy is lower for state-owned enterprises than
for non-state-owned enterprises. In addition, corporate philanthropy in state-owned enterprises is
inclined to be passive due to administrative allocation (Du et al., 2014), which distorts the signal effect
of corporate philanthropy and thus cannot embody any motivations of corporate philanthropy such as
altruistic, managerial self-interest, political, and strategic motivations (Campbell, Moore, & Metzger,
2002; Du, 2015). Finally, Chinese family firms tend to use international expansion as an avoidance
strategy to mitigate the inverse effect of incomplete formal institutions and government intervention
(Wright, Filatotchev, Hoskisson, & Peng, 2005; Yamakawa, Peng, & Deeds, 2008; Yang, Jiang, Kang,
& Ke, 2009). As a result, it is appropriate for this study to focus on Chinese family firms and examine
the relation between internationalization and corporate philanthropy.
Our study makes several contributions as below. First, our study is one of very few studies to

examine the role of internationalization in promoting corporate philanthropy. Second, this study adds
to the existing literature about CSR based on the context of developed countries. Third, our study
shows that CEO’s political participation reinforces the positive association between internationalization
and corporate philanthropy, providing important support to the interaction between the stakeholder
theory and the institution-based theory on corporate philanthropy. Fourth, our findings echo the
argument in Williamson (2000) by validating the reinforced effects between formal institutions and
informal systems on corporate decisions. Finally, our study can strengthen the understanding of the
strategic motivation of corporate philanthropy in an international setting, contributing to the existing
literature about whether internationalization affects corporate philanthropy.

LITERATURE REVIEW, THEORY, AND HYPOTHESES DEVELOPMENT

Literature review

For recent years, scholars and practitioners have paid close attention to CSR (McGuire, Sundgren, &
Schneeweis, 1988; McWilliams & Siegel, 2001) to investigate the determinants of CSR (Johnson &
Greening, 1999; Chapple & Moon, 2005; Jenkins, 2005; Campbell, 2007; Kiran & Sharma, 2011).
In addition, previous literature has focused on the social function of CSR funds and further addresses
their daily operation and social influence (Portney, 2008; Ragodoo, 2009). Furthermore, along
with corporate globalization, the existing literature has addressed the impacts of internationalization on
CSR (Chapple & Moon, 2005; Jenkins, 2005; Kiran & Sharma, 2011; Kang, 2013; Aggerholm &
Trapp, 2014).
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However, several studies (Chen, Patten, & Roberts, 2008; Du, 2015) argue that different
CSR-dimensions (e.g., environmental performance, employee relations, product safety, and corporate
philanthropy, etc.) may be inherently inconsistent. As Zyglidopoulos, Georgiadis, Carroll, and Siegel
(2012) argue2, CSR can be divided into two classifications: CSR-strengths and CSR-weaknesses.
Actually, different motivations and consequences are associated with various CSR-dimensions (Chen,
Patten, & Roberts, 2008; Du, 2015). As a result, findings in previous literature about the influence of
internationalization on CSR may not fit well in with corporate philanthropy. In this regard, extant
studies provide insufficient evidence on the association between internationalization and corporate
philanthropy. As a response, we intend to fill this gap by examining the influence of inter-
nationalization on corporate philanthropy based on the Chinese context.
Extant studies have documented five motivations of corporate philanthropy as below: (1) strategy

motivation, (2) altruistic motivation, (3) political motivation, (4) managerial self-interest motivation,
and (5) window-dressing motivation (Campbell, Moore, & Metzger, 2002; Seifert, Morris, & Bartkus,
2003; Zhang, Zhu, Yue, & Zhu, 2010; Du, 2015; Nybakk & Panwar, 2015). Strategy motivation on
the basis of profit maximization hypothesis emphasizes that corporate philanthropy is inspired by
strategic and bottom-line benefits (Saiia, Carroll, & Buchholtz, 2003; Zhang et al., 2010; Du, 2015).
Altruistic motivation is associated with social awareness that identifies firms as an integral part of
society, and thus corporate philanthropy is stimulated by altruism (Shaw & Post, 1993). Political
motivation argues that companies carry out philanthropy as a response to regulation uncertainty and
political pressures (Sánchez, 2000; Zhang et al., 2010; Du, 2015). Managerial self-interest motivation
is drawn from the conflicts between managers and stakeholders, and thus it argues that firms act
philanthropically to maximize CEO’s self-interests at the expense of stakeholders (Atkinson &
Galaskiewicz, 1988; Barnea & Rubin, 2010; Du, 2015). According to the window-dressing
motivation, some firms carry out corporate philanthropy to overshadow their misconducts (e.g.,
environmentally unfriendly behavior; Chen, Patten, & Roberts, 2008; Du, 2015).
Previous literature demonstrates that corporate philanthropy is affected by industries, corporate

governance, organizational visibility, and firm-specific characteristics, etc. (Ullmann, 1985; McGuire,
Sundgren, & Schneeweis, 1988; Roberts, 1992; Johnson & Greening, 1999; Williams, 2003; Brown,
Helland, & Smith, 2006; Amato & Amato, 2007, 2012). Moreover, a branch of growing literature
argues that external institutional environment can exert significant effects on corporate philanthropy
(Useem, 1988; Meznar & Nigh, 1995; Du et al., 2014). In addition, for recent years, some scholars
(Chen, Patten, & Roberts, 2008; Du, 2015) have validated that corporate philanthropy is always used
to divert public attention from other corporate misconducts such as employee relations, product safety,
and environmental performance. Along with the rapid development of globalization, extant studies
provide insufficient evidence to address whether internationalization affects corporate philanthropy
(Brammer & Millington, 2006)3.
Taken together, findings in extant literature can be integrated into the theoretical framework based

on the stakeholder theory and the institutional theory (Roberts, 1992; Sánchez, 2000; Saiia, Carroll, &
Buchholtz, 2003; Godfrey, 2005; Chen, Patten, & Roberts, 2008). Drawing upon the stakeholder
theory, enterprises are viewed as a nexus of contracts among stakeholders, which can play a crucial role

2 Zyglidopoulos et al. (2012) note that companies engage into CSR via two ways: CSR-strengths and CSR-weaknesses.
Specifically, CSR-strengths refer to ‘the additional benefits beyond those required by law and narrow economic interest
that a firm provides to its stakeholders,’ whereas CSR-weaknesses refer to ‘the negative effects that the firm’s operations
have on its stakeholders that remain after the firm’s CSR activities’ (Zyglidopoulos et al., 2012: 1623).

3 Extant literature addresses the impacts of internationalization on CSR as a whole (Chapple & Moon, 2005; Jenkins,
2005; Kiran and Sharma, 2011), but the existing findings about the relation between internationalization and CSR may
not fit in well with corporate philanthropy due to inherent inconsistence among various CSR-dimensions.
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in a firm’s survival, profitability, and sustainable development (Freeman, 1994). As a result, a firm can
satisfy various preferences from different stakeholders through corporate philanthropy (McGuire,
Sundgren, & Schneeweis, 1988; Brammer & Millington, 2006; Zhang et al., 2010). Moreover,
according to the institutional theory, an organization must depend on the legitimacy from its com-
munity, and thus the institutional pressures significantly affect its CSR behavior. As a response,
companies usually employ corporate philanthropy as a tool to obtain the legitimacy from the gov-
ernment and the public (Sánchez, 2000; Zhang et al., 2010; Du, 2015).

Stakeholder theory, stakeholder pressures, and corporate philanthropy

The stakeholder theory suggests that a firm is inclined to survive, earn profit, and maintain sustainable
development if it can satisfy multiple demands from diverse stakeholders (Freeman, 1994).
Accompanying with internationalization, multinational companies often attract more public attention
and thus become more visible enterprises. Ettenson and Klein (2005) and Friedman (1991) argue that
nongovernmental organizations are more likely to choose more visible corporations as their campaign
objectives. Rehbein, Waddock, and Graves (2004) find that shareholders are inclined to focus on
larger and more visible firms as their objectives. As a result, multinational companies have a higher
likelihood of exposure to multiple stakeholder groups and receiving stakeholder pressures (Fiss &
Zajac, 2006: 1177), including domestic stakeholders and foreign stakeholders, and thus inter-
nationalization urges multinational companies to ‘adapt the framing of their actions to pressures from
multiple groups.’
In addition to appeal for their respective interests, stakeholders also try to build their identities

in multinational companies and the society (Rowley & Moldoveanu, 2003). As a response, multi-
national companies always use more visible approaches (Campbell, Eden, & Miller, 2012) such as
corporate philanthropy to mitigate various stakeholder pressures. McWilliams and Siegel (2001),
McWilliams, Siegel, and Wright (2006), Toppinen and Korhonen-Kurki (2013), and Zyglidopoulos
et al. (2012) argue that the optimal and the cost-effective approach for a firm’s responses to demands
from multiple stakeholder groups is to highlight its endeavor in corporate philanthropy. Furthermore,
Zyglidopoulos et al. (2012) find that firms are more likely to increase CSR-strengths such as corporate
philanthropy to transfer stakeholder pressures and balance conflicting demands from diverse
stakeholders.
Furthermore, along with internationalization, pressures from (foreign) upstream and downstream

firms as particular stakeholders also urge international companies to demonstrate a lot more than legal
requirements to attain social licenses from home countries for better operations. Only in this way,
multinational companies can reduce the risks of being the campaign targets in home countries so as not
to negatively affect their cooperation or inversely impact their reputations as upstream and downstream
firms. For example, Jobs & Apple Co. required Foxconn, an original equipment manufacturer
enterprise in China, to pay its close attention to CSR. As a result, Foxconn reactively carries out
corporate philanthropy to offset pressures from local government, employees, and consumers, etc. This
example provides intuitive or supporting evidence to above argument4.

4 We document two additional examples to illustrate why international firms are inclined to carry out corporate phi-
lanthropy. (1) McDonald faces pressures and barriers from doctors, political parties, academics, and other local stake-
holders, along with its globalization in Norway. As a response, McDonald becomes more sensitive to local customs and
adapts itself to community involvement activities. Specifically, McDonald actively carries out corporate philanthropy to
ensure a favorable image and offset resistance in Norway (Brϕnn, 2006). (2) At one point, Japanese multinationals are
under pressure from stakeholders due to corporate philanthropy and environmental protection (Lewin, Sakano,
Stephens, & Victor, 1995). However, after CSR practices are imported, Japanese multinationals begin to evolve into
local corporate citizenship and actively involve into CSR activities (Lewin et al., 1995).
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Institutional theory, liability of foreignness, and corporate philanthropy

The institutional theory emphasizes that corporate behavior is not only affected by organizational
structure but also impacted by the regulatory factors (DiMaggio & Powell, 1983). That is, firms must
confirm the requirements of formal and informal institutions to obtain the legitimacy to maintain their
survival and development (DiMaggio & Powell, 1983; Marquis, Glynn, & Davis, 2007). Extant
studies find that internationalization results in multinational enterprises’ liabilities of foreignness in
host countries (Kostova & Zaheer, 1999; Mezias, 2002; Nachum, 2003; Campbell, Eden, & Miller,
2012). Campbell, Eden, and Miller (2012) emphasize that ‘host-country stakeholders often lack
information about a foreign affiliate, and thus may use stereotypes or impose different criteria com-
pared with a host-country firm, with negative consequences for the foreign affiliate’ (2012: 84).
Although reducing asset-specific investments and adjusting entry strategies in host countries are uni-
versal mechanisms (Xu & Shenkar, 2002; Eden & Miller, 2010), the existing literature finds that good
social contributions to host countries through CSR can serve as an alternative mechanism to cope with
the liability of foreignness (Dunning, 1998; Luo, 2001; Campbell, Eden, & Miller, 2012). Also,
drawing on the institutional theory, extant studies such as Gardberg and Fombrun (2006) and
Campbell, Eden, and Miller (2012) suggest that being a corporate citizenship is a conduit to obtain the
legitimacy and alleviate various barriers derived from the liability of foreignness.
Corporate philanthropy is viewed as an important mechanism to cope with stakeholder pressures

(Zyglidopoulos et al., 2012). Therefore, one can predict that corporate philanthropy can serve as a
channel of coping with the liability of foreignness in host countries. In fact, Godfrey (2005) validates
that corporate philanthropy can be used to alleviate the liability of foreignness in host countries.

Corporate philanthropy as a positive moral capital to offset stakeholder crises

Considering that internationalization results in pressures from multiple stakeholder groups and
organizations, multinational enterprises always actively build reputation capitals ex ante to mitigate
unexpected risks in the future. Extant studies (Godfrey, 2005; Schnietz & Epstein, 2005; Peloza,
2006) have recognized that corporate philanthropy as an important moral capital can serve as a
protective measure in the future crisis. It is well known that both criminal motivation and criminal
behavior are indispensable for the condemnation and measurement of punishments (LaFave, 2000).
Similarly, once multinational corporations build ex ante their positive moral capital by corporate
philanthropy, it is difficult for stakeholders to distinguish a bad activity from a bad mind. Therefore,
multinational corporations that carry out corporate philanthropy are less likely to be identified as
irresponsible firms, and thus are less likely to become campaign targets. In this regard, Zyglidopoulos
et al. (2012) and LaFave (2000) argue that corporate philanthropy is a positive moral capital to alleviate
the potential penalties and sanctions on a firm’s misconduct. Peloza (2006), Schnietz and Epstein
(2005), Sen, Gürhan-Canli, and Morwitz (2001), and Zyglidopoulos et al. (2012) find the offsetting
effects of corporate philanthropy on a firm’s misconducts or negatively reported events. In other words,
findings in previous studies provide important support to the argument that corporate philanthropy
can increase firm reputations and reduce factual losses, echoing the protective function of corporate
philanthropy in Godfrey (2005).

Internationalization of Chinese family firms and corporate philanthropy

In China, most family firms are heavily concentrated in labor-intensive industries, and thus heavy taxes
and increasing costs of labor especially burden them. As a result, Chinese family firms are inclined to
operate on the basis of informal networks of personal relationships (Kao, 1993; Chen, 2001; Shapiro,
Gedajlovic, & Erdener, 2003). Due to ruthless competitions and implicitly discriminatory
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macroindustrial policies against the private economy, the command culture is prevalent in Chinese
family firms, which can minimize production costs through poor working environment, long hours,
and low wages (Ding, Zhang, & Zhang, 2008). Simultaneously the competition among family firms
may bring out social irresponsible behavior because competition destroys ethical behavior (Shleifer,
2004).
However, after Chinese family firms rank among multinational corporations, they are becoming

more visible and facing more stakeholder pressures from foreign upstream and downstream firms to
fulfill their due roles in social responsibility. Moreover, internationalization also induces the liability of
foreignness in host countries and unexpected future risks. As a result, the change of operational
environment motivates globalized family firms to build positive moral capital to offset the potential
crisis and reputation losses. Based on above discussion, we predict the positive association between
internationalization and corporate philanthropy and formulate Hypothesis 1 as below:

Hypothesis 1：Ceteris paribus, internationalization is positively associated with corporate philanthropy.

The moderating role of CEO’s political participation

Next, we further address the moderating role of CEO’s political participation because the existing
literature has validated that political connections positively impact worldwide corporate philanthropy
(Sánchez, 2000; Claessens, Feijen, & Laeven, 2008; Su & He, 2010; Gu, Ryan, Li, & Gao, 2013;
Du, 2015)5. For example, Du (2015) finds the positive relation between CEO’s political connections
and corporate philanthropy in Chinese private family firms. Su and He (2010) find that Chinese family
firms employ corporate philanthropy to better protect their property rights and nurture their political
connections6.
Fan, Wong, and Zhang (2007) argue that, for Chinese enterprises, political connection as a major

and distinct form of guanxi and informal system can serve as an alternative mechanism to hedge against
policy uncertainties. Also, as extant literature (Chaney, Faccio, & Parsley, 2009) suggests, political
involvement may give political asylum to enterprises in weak institutional environment such as Chinese
family firms and thus they undergo more or higher penalty immunity due to wrongdoings. Moreover,
as National Commission on Fraudulent Financial Reporting, Treadway Commission (1987) and
Hunton, Hoitash, and Thibodeau (2011) find, a firm’s approach to corporate philanthropy is closely
bound with the CEO’s personal characteristics and thus demonstrates the tone at the top. Therefore,
CEO’s political participation, as an important personal characteristic, will positively impact corporate
philanthropy.
Political connections can bring out various benefits to companies including subsidy, lower tax rate,

more financing opportunities, and lower interest rate (Fisman, 2001; Allen, Qian, & Qian, 2005;
Li, Meng, Wang, & Zhou, 2008). However, political connections may result in negative effects on
international activities and increase the costs of internationalization (Du & Luo, 2016), especially for

5 In Western countries, as a response to political uncertainty, government intervention, and the dynamic nature of
political processes, companies have strong motivations to exert influence on the political system by various political
strategies such as campaign contributions, lobbying activities, coalition building, constituency building, and advocacy
advertising (Keim & Zeithaml, 1986; Hillman, Zardkoohi, & Bierman, 1999). For example, in the United States,
campaign contributions through the conduit of the Political Action Committees are common for enterprises to engage
into political activities. However, in China, the election campaigns are different from those in Western countries
(Oksenberg, 2001), and thus Political Action Committees donations and corporate campaign contributions are regarded
as illegalities.

6 In China, CEO’s political identity (participation) can reinforce government intervention in corporate philanthropy,
as well as reducing unemployment rate. Su and He (2010) and Du (2015) show that in China, corporate philanthropy is
significantly higher for firms with politically connected CEOs than for their counterparts.

To be philanthropic when being international

JOURNAL OF MANAGEMENT & ORGANIZATION 429

https://doi.org/10.1017/jmo.2017.9 Published online by Cambridge University Press

https://doi.org/10.1017/jmo.2017.9


Chinese family firms. Politically connected family firms are inclined to be intervened by local
governments to internationalize. Due to the ideological differences between the West and the East,
politically connected Chinese family firms frequently suffer stronger resistances from local commu-
nities, and thus have to assume more liabilities of foreignness in host countries along with their
international activities, resulting in more corporate philanthropy during the process of inter-
nationalization to offset the pressures from stakeholders.
Moreover, we can borrow support from Williamson (2000)’s framework7 to explain the reinforced effect

of political connection on the positive association between internationalization and corporate philanthropy.
According to Williamson (2000), political connections or CEO’s political participation as an informal
system (North, 1990; Allen, Qian, & Qian, 2005; Pistor & Xu, 2005) should be located at the first level.
Moreover, internationalization as a firm-specific strategy (Holmes, Miller, Hitt, & Salmador, 2013) should
be classified as the second level at the utmost. Allen, Qian, and Qian (2005) and Zhou (2013) suggest that
informal institutions play the complementary role in the impacts of formal institutions on corporate
behavior. Especially, considering that formal systems are weaker in China, informal systems exert more
remarkable effects on enhancing the effectiveness of formal systems (Allen, Qian, & Qian, 2005).
Therefore, based on above discussion, we formulate Hypothesis 2 as below:

Hypothesis 2：Ceteris paribus, CEO’s political participation reinforces the positive association
between internationalization and corporate philanthropy.

METHODOLOGY

Sample

Our initial sample includes all Chinese family firms for the period of 2005–20118. We begin with
3,678 firm-year observations, and then we select our sample according to the following criteria
(Du et al., 2014). First, we delete 12 firm-years pertaining to the banking, insurance, and other
financial industries because of their unique financial characteristics. Second, we exclude 552 firm-years
that are listed for less than 1 year (Jiang, Lee, & Yue, 2010). Third, we delete 91 firm-years whose
data on control variables are unavailable. Finally, we obtain 3,023 firm-years (695 unique firms).
Furthermore, we winsorize the top and bottom 1% of each variable’s distribution.
Data sources for variables are reported as below: (1) referring to extant studies (Zhang et al., 2010;

Du et al., 2014), we hand-collect data on corporate philanthropy (GIVING) from the sub-item of
nonoperating expenses in notes to financial statements, which can be obtained from CSMAR (China
Stock Market and Accounting Research) database. (2) We hand-collect data on internationalization
(INTR) from ‘notes to sales revenue’ in financial statements. (3) We hand-collect data on CEO’s
political participation (CEO_POL) on the basis of CEO’s resume in ‘notes to financial statements’
provided by the China Stock Market and Accounting Research. (4) Data on all control variables are
collected from China Stock Market and Accounting Research.

7 Specifically, in Williamson’s (2000) framework, there are four levels: (1) informal institutions, customs, traditions, and
norms, and religion, etc., which are highly stable and even keep unchanged for thousands of years; (2) institutional
environment, which is relatively stable for several centuries; (3) governance mechanisms such as contracts and trans-
actions; and (4) resource allocation and employment that are continuously changed.

8 Following Burkart, Panunzi, and Shleifer (2003), we identify family firms as those whose ultimate owners are natural
persons or companies that have several kin-related ultimate owners. The data on the nature of the ultimate owners,
which are used to identify family firms or state-owned enterprises, are unavailable before 2004. In addition, we employ
the one-period-lagged independent variable and control variables in our regressions. As a result, our sample period begins
in 2005.
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Corporate philanthropy (dependent variable)

In this study, the dependent variable is corporate philanthropy with a label of GIVING, measured
as the amount of corporate philanthropy deflated by sales revenue (×1,000) (Williams, 2003;
Chen, Patten, & Roberts, 2008; Du, Pei, Du, & Zeng, 2016). Moreover, for robustness checks, we
also define another dependent variable (GIVING_SIZE), measured as the amount of corporate
philanthropy scaled by total assets at the beginning of the year (×1,000)9.

Internationalization (independent variable)10

In this study, the main independent variable is the degree of internationalization with the label of
INTR. INTR is measured as a firm’s overseas sales revenue (sales revenue from export and foreign
subsidiaries) to its total worldwide sales revenue (Hitt, Hoskisson, & Kim, 1997; Geringer, Tallman,
& Olsen, 2000). For robustness checks, we also construct the likelihood of internationalization
(INTDUM), equaling 1 if a firm’s overseas sales revenue is >0 and 0 otherwise.
Hypothesis 1 predicts the positive association between internationalization and corporate

philanthropy, and thus a positive and significant coefficient on INTR is consistent with Hypothesis 1. In
addition, to mitigate endogeneity between internationalization and corporate philanthropy, we employ
one-period-lagged independent variable, moderating variable, and control variables in our regressions.

CEO’s political participation (moderating variable)

To test Hypothesis 2, we include CEO’s political participation, labeled as CEO_POL, in our regression
models. CEO_POL is an indicator variable11, equaling 1 if the CEO in a Chinese family firm takes
participation in political affairs by the way of being elected as a deputy to the People’s Congress
or a member of the Chinese People’s Political Consultative Committee. Referring to extant studies
(e.g., Su & He, 2010; Du, 2015), we predict the coefficient on CEO_POL is positive and significant.
More importantly, if the coefficient on INTR ×CEO_POL is positive and significant, Hypothesis 2 is
supported by empirical evidence.

Control variables

Following extant studies, we include a set of control variables in our regressions. (1) Corporate
governance variables such as MAN_AGE, GENDER, BLOCK, BD_SHR, INST_SHR, DUAL, INDR,
and BOARD (Wang & Coffey, 1992; Johnson & Greening, 1999; Williams, 2003). MAN_AGE
captures top managers’ age structure, measured as the average age of top managers. GENDER denotes
board gender diversity, measured as the number of female directors scaled by the total number of
directors in the boardroom (Du et al., 2014; Larrieta-Rubín de Celis, Velasco-Balmaseda, Fernández

9 Following Shapiro and Wilk (1965), Shapiro and Francia (1972), and D’Agostino, Belanger, and D’Agostino (1990), we
test the null hypothesis that ‘corporate philanthropy obeys standard normal distribution.’ Nontabulated results show that
the null hypothesis is rejected at the 1% level. As a response, we employ the Tobit regression to link corporate
philanthropy to internationalization and other determinants.

10 In extant literature, three measures are adopted to capture the performance attribute of internationalization (Sullivan,
1994): (1) foreign sales; (2) export sales revenue; and (3) foreign profits. Moreover, two additional measures are used to
capture the structural attribute of internationalization: (1) foreign assets and (2) the number of foreign subsidiaries. In
China, due to the limitation of data about Chinese family firms, we can only hand-collect data on the total overseas sales
revenue from financial statement to measure the degree of internationalization.

11 A dichotomous indicator variable for politically connected CEO can borrow support from previous studies (e.g., Du,
2015; Faccio, 2006; Fan, Wong, & Zhang, 2007; Li et al., 2008, etc.).
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de Bobadilla, Alonso-Almeida, & Intxaurburu-Clemente, 2015). BLOCK denotes the percentage of
common shares held by the largest (controlling) shareholder. BD_SHR is the ratio of shares held by
directors on corporate boards. INST_SHR denotes institutional ownership, measured as the ratio of
shares held by institutional investors (Graves & Waddock, 1994). DUAL is a dummy variable,
equaling 1 if the chairman also serves as the CEO and 0 otherwise. INDR is the ratio of independent
directors, measured as the number of independent directors to the total number of directors (Du et al.,
2014). BOARD is computed as the natural logarithm of the number of directors. (2) Firm-specific
financial characteristic variables, including SIZE, LEV, ROA, CASH, TOBIN’Q, and NASSET
(Ullmann, 1985; McGuire, Sundgren, & Schneeweis, 1988; Useem, 1988; Roberts, 1992; Meznar &
Nigh, 1995; Brown, Helland, & Smith, 2006; Zhang, Rezaee, & Zhu, 2009; Zhang et al., 2010).
SIZE is measured as the natural logarithm of total assets. LEV is the ratio of total liabilities to the
market value of shareholders equity. ROA is measured as net income scaled by total assets. CASH is
measured as the amount of cash and equivalents deflated by total assets (Zhang, Rezaee, & Zhu, 2009;
Zhang et al., 2010). TOBIN’Q denotes growth opportunity, computed as a firm’s market value divided
by total assets at the end of the year (Clarkson, Li, Richardson, & Vasvari, 2008). NASSET is a dummy
variable, equaling 1 if a firm’s shareholder equity is <0 and 0 otherwise. (3) INDUSTRY and YEAR
dummies are included to control for fixed effects of industries and calendar years, respectively.

EMPIRICAL RESULTS

Descriptive statistics and Pearson’s correlation analysis

Section A of Table 1 reports descriptive statistics results of variables. GIVING has a mean value of
0.6936, indicating that the amount of corporate philanthropy in Chinese family firms equals about
0.069% of sales revenue in the year. The mean value of INTR is 0.1137, suggesting that the percentage
of a firm’s overseas sales to its total worldwide sales is about 11.37%. The mean value of CEO_POL is
0.1819, implying that about 18.19% of CEOs involve in political affairs by being elected as deputies to
the People’s Congress or members of the Chinese People’s Political Consultative Committee.
Descriptive statistics results of control variables reveal that, on average and approximately, the age of top

managers (MAN_AGE) is 45.1340, the ratio of women directors (GENDER) is 16.51%, the proportion of
shares held by the largest shareholder (BLOCK) is 31.66%, the percentage of shares owned by corporate
directors (BD_SHR) is 7.43%, the percentage of shares held by institutional investors (INST_SHR) is
18.36%, the same person serves as the CEO and the chairman simultaneously (DUAL) for 21.77% of
Chinese family firms, the ratio of independent directors (INDR) is 36.35%, board size (BOARD) includes
nine directors (e2.1436), firm size (SIZE) is 1.29 billion RMB (Renminbi, i.e. Chinese Yuan), financial
leverage (LEV) is 51.85%, accounting performance (ROA) is 4.14%, cash ratio (CASH) is 16.58%,
TOBIN’Q is 2.2687, and 5.59% of Chinese family firms own negative net assets (NASSET).
Section B of Table 1 reports results of Pearson’s correlation analysis. GIVING is significantly

positively correlated with INTR, providing preliminary support for Hypothesis 1. This finding suggests
that internationalization plays an important role in promoting corporate philanthropy. In addition, the
correlation coefficient between GIVING and CEO_POL is positive and significant, suggesting that
CEO’s political participation positively impacts corporate philanthropy. A positive and marginally
significant correlation between INTR and CEO_POL implies that the interactive effect between
internationalization and CEO’s political participation on corporate philanthropy should be addressed.
In addition, GIVING displays significantly positive correlations with MAN_AGE, GENDER,

BD_SHR, DUAL, SIZE, ROA, and CASH. Furthermore, GIVING is significantly negatively correlated
with LEV and NASSET. These results suggest a need to control for these variables when examining the
influence of internationalization on corporate philanthropy. Finally, as expected, the coefficients of
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TABLE 1. DESCRIPTIVE STATISTICS AND PEARSON’S CORRELATION MATRIX

Section A Section B

Descriptive statistics Pearson’s correlation matrix

Variables Mean SD (1) (2) (3) (4) (5) (6) (7) (8)

(1) GIVINGt 0.6936 1.8356 1.0000
(2) INTRt−1 0.1137 0.2152 0.2487*** 1.0000
(3) CEO_POLt−1 0.1819 0.3859 0.1139*** 0.0296 1.0000
(4) MAN_AGEt−1 45.1340 3.1531 0.0377** 0.0415** 0.0776*** 1.0000
(5) GENDERt−1 0.1651 0.1072 0.0318* −0.0013 −0.0552*** −0.0432** 1.0000
(6) BLOCKt−1 0.3166 0.1362 0.0146 0.0699*** 0.0621*** −0.0381** −0.0082 1.0000
(7) BD_SHRt−1 0.0743 0.1617 0.1051*** 0.1131*** 0.1427*** −0.0261 −0.0151 −0.0220 1.0000
(8) INST_SHRt−1 0.1836 0.1864 0.0114 0.0030 −0.0294 −0.0070 −0.0120 −0.0385** −0.0878*** 1.0000
(9) DUALt−1 0.2177 0.4127 0.0590*** 0.0821*** −0.0389** −0.0097 0.0580*** 0.0137 0.1130*** 0.0350*
(10) INDRt−1 0.3635 0.0502 −0.0042 −0.0685*** 0.0230 −0.0181 0.0394** 0.0233 0.0687*** 0.0308*
(11) BOARDt−1 2.1436 0.2052 0.0179 0.0771*** 0.0531*** 0.1339*** −0.1119*** −0.0697*** −0.0337* 0.0449**
(12) SIZEt−1 20.9777 1.0441 0.0341* 0.0761*** 0.1519*** 0.1608*** −0.0974*** 0.2010*** −0.0377** −0.0276
(13) LEVt−1 0.5185 0.6219 −0.0808*** −0.0429** −0.0707*** −0.0244 −0.0243 −0.0071 −0.1824*** −0.0613***
(14) ROAt−1 0.0414 0.1133 0.1250*** 0.0566*** 0.1047*** 0.0078 −0.0023 0.1680*** 0.1474*** 0.0862***
(15) CASHt−1 0.1658 0.1351 0.0522*** 0.0373** 0.0393** −0.0204 −0.0058 0.0798*** 0.2614*** −0.0025
(16) TOBIN’Qt−1 2.2687 1.8096 0.0171 −0.0699*** −0.0518*** 0.0504*** 0.0669*** −0.1730*** −0.0243 0.0834***
(17) NASSETt−1 0.0559 0.2298 −0.0489*** −0.0783*** −0.0849*** −0.0606*** 0.0443** −0.1177*** −0.1073*** 0.0737***

Section B

Pearson’s correlation matrix

(9) (10) (11) (12) (13) (14) (15) (16) (17)

(1) GIVINGt 0.6936 1.8356
(2) INTRt−1 0.1137 0.2152
(3) CEO_POLt−1 0.1819 0.3859
(4) MAN_AGEt−1 45.1340 3.1531
(5) GENDERt−1 0.1651 0.1072
(6) BLOCKt−1 0.3166 0.1362
(7) BD_SHRt−1 0.0743 0.1617
(8) INST_SHRt−1 0.1836 0.1864
(9) DUALt−1 0.2177 0.4127 1.0000
(10) INDRt−1 0.3635 0.0502 0.0789*** 1.0000
(11) BOARDt−1 2.1436 0.2052 −0.0627*** −0.4339*** 1.0000
(12) SIZEt−1 20.9777 1.0441 −0.0764*** −0.0802*** 0.1949*** 1.0000
(13) LEVt−1 0.5185 0.6219 −0.0976*** −0.0793*** 0.0259 0.1743*** 1.0000
(14) ROAt−1 0.0414 0.1133 0.0321* 0.0311* 0.0353* 0.2025*** −0.3414*** 1.0000
(15) CASHt−1 0.1658 0.1351 0.0995*** 0.0254 −0.0126 0.0385** −0.2756*** 0.2751*** 1.0000
(16) TOBIN’Qt−1 2.2687 1.8096 0.0844*** 0.1339*** −0.1073*** −0.4080*** −0.2698*** 0.1442*** 0.0973*** 1.0000
(17) NASSETt−1 0.0559 0.2298 0.0147 0.0287 −0.0824*** −0.3528*** 0.3166*** −0.2569*** −0.1668*** 0.3122*** 1.0000

Note. ***, **, and * represent the 1, 5, and 10% levels of significance, respectively.
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pair-wise correlation among other control variables are generally low (<0.30), suggesting no multi-
collinearity problem exists when these variables are included together in multivariate regressions.

Main findings

Using four step-by-step Tobit regressions, Table 2 provides results of corporate philanthropy on
internationalization (INTR), political participation (CEO_POL), and other determinants. All reported
t-statistics are based on standard errors adjusted for clustering at the firm level and the year level
(Petersen, 2009). Moreover, four step-by-step Tobit regressions display gradually increasing explana-
tory power along with significantly higher Log likelihood values (see ‘ΔLog likelihood’).
First, Model (1) only includes a set of control variables and examines their impacts on corporate

philanthropy. Tobit regression results in Column (1) reveal the following aspects: (1) BD_SHR has a
significantly positive coefficient (1.5504 with t = 4.00), revealing that higher percentage of shares held
by directors is linked to more corporate philanthropy. (2) The coefficient on DUAL is positive and
significant (0.2188 with t = 1.83), meaning that corporate philanthropy is significantly higher for
firms in which the CEO and the chairman of the board are the same person than for their counterparts.
(3) BOARD has a significantly positive coefficient (0.5466 with t = 1.97), implying that larger board
size upgrades corporate philanthropy. (4) SIZE has a significant and positive coefficient (0.3528 with
t = 5.60), consistent with Zhang et al. (2010) and Du et al. (2014). (5) The coefficient on LEV is
negative and significant (−0.2567 with t = − 6.87), implying the negative relation between financial
leverage and corporate philanthropy. (6) ROA has a significantly positive coefficient (2.3901 with
t = 8.42), implying better accounting performance motivates more corporate philanthropy.
Second, Model (2) displays the influence of internationalization on corporate philanthropy after

considering all control variables, and thus tests Hypothesis 1. As shown in Column (2), the coefficient
on INTR is positive and highly significant at the 1% level (2.4366 with t = 5.91), providing important
and strong support to Hypothesis 1. Moreover, this result also suggests the following two aspects:
(1) corporate philanthropy is significantly higher for firms with higher degree of internationalization
than for firms with lower degree of internationalization, authenticating the positive association between
internationalization and corporate philanthropy. (2) The coefficient estimate on INTR suggests that
corporate philanthropy increases by about 52.44% accompanying with 1 SD increases in INTR,
equaling about 75.60% of the mean value of corporate philanthropy. Obviously, this coefficient
estimate is economically significant.
Third, Model (3) addresses the concerns about the influence of internationalization on corporate

philanthropy after incorporating the moderating variable of CEO’s political participation (CEO_POL)
and all control variables. As shown in Column (3), the coefficient on INTR is still highly significantly
positive (2.4273 with t = 5.96), providing additional support to Hypothesis 1. Also, CEO_POL, the
moderating variable, has a significant and positive coefficient (0.5868 with t = 4.82), suggesting that
CEO’s political participation in Chinese family firms promotes corporate philanthropy. This finding is
consistent with extant studies (Sánchez, 2000; Claessens, Feijen, & Laeven, 2008; Su & He, 2010;
Du, 2015).
Finally, Model (4) provides regression results of corporate philanthropy on internationalization

(INTR), CEO’s political participation (CEO_POL), the interactive item of INTR×CEO_POL, and
other determinants, and thus tests Hypothesis 2, which predicts that CEO’s political participation
reinforces the positive association between internationalization and corporate philanthropy. As shown
in Column (4), the coefficients on INTR and CEO_POL are both significantly positive (1.7705 with
t = 4.45 and 0.5422 with t = 4.87), providing additional support to Hypothesis 1 and consistent with
findings in Column (3), respectively. More importantly, the coefficient on INTR×CEO_POL is
positive and significant at the 1% level (3.3365 with t = 3.55), providing important support for
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TABLE 2. RESULTS OF CORPORATE PHILANTHROPY ON INTERNATIONALIZATION AND CEO’S POLITICAL PARTICIPATION

The dependent variable: corporate philanthropic giving scaled by sales revenue in the year (GIVINGt)

(1) (2) (3) (4)

Model (1) Model (2) and Hypothesis 1 Model (3) Model (4) and Hypothesis 2

Variables Coefficient t-value Coefficient t-value Coefficient t-value Coefficient t-value

INTRt−1 2.4366*** 5.91 2.4273*** 5.96 1.7705*** 4.45
CEO_POLt−1 0.5868*** 4.82 0.5422*** 4.87
INTRt−1 ×CEO_POLt−1 3.3365*** 3.55
MAN_AGEt−1 0.0130 0.89 0.0067 0.53 0.0027 0.21 0.0081 0.68
GENDERt−1 −0.1360 −0.27 −0.3019 −0.65 −0.2481 −0.53 −0.2195 −0.47
BLOCKt−1 −0.3416 −1.10 −0.5030* −1.70 −0.5483* −1.93 −0.4525 −1.59
BD_SHRt−1 1.5504*** 4.00 1.2974*** 4.45 1.0719*** 3.74 0.9732*** 3.51
INST_SHRt−1 −0.0487 −0.26 −0.0767 −0.40 −0.0594 −0.33 −0.0712 −0.38
DUALt−1 0.2188* 1.83 0.1540 1.31 0.1759 1.53 0.2260** 2.01
INDRt−1 −0.4541 −0.33 0.2054 0.17 −0.0651 −0.06 0.0645 0.06
BOARDt−1 0.5466** 1.97 0.4675* 1.78 0.4142 1.60 0.4774* 1.88
SIZEt−1 0.3528*** 5.60 0.3294*** 5.34 0.2940*** 4.82 0.3127*** 5.07
LEVt−1 −0.2567*** −6.87 −0.2514*** −6.63 −0.2058*** −5.89 −0.2017*** −7.15
ROAt−1 2.3901*** 8.42 2.2453*** 8.33 2.1584*** 8.42 2.1694** 2.53
CASHt−1 0.2871 0.92 0.2662 0.57 0.2901 0.62 0.3251 1.24
TOBIN’Qt−1 −0.0017 −0.06 0.0117 0.42 0.0072 0.28 0.0131 0.51
NASSETt−1 −0.2690 −0.50 −0.2105 −0.39 −0.2316 −1.36 −0.2320 −1.36
Constant −9.9148*** −6.63 −9.1957*** −6.35 −8.2434*** −5.66 −9.1243*** −6.33
Industry effects Control Control Control Control
Year effects Control Control Control Control
Observations 3,023 3,023 3,023 3,023
Pseudo R2 0.0562 0.0671 0.0694 0.0727
LR-value (p-value) 573.76 (<.0001)*** 684.74 (<.0001)*** 708.54 (<.0001)*** 742.02 (<.0001)***
Log likelihood −4,819.09 −4,763.60 −4,751.70 −4,734.96
ΔLog likelihood 110.98*** 23.80*** 33.48***

Notes. All reported t-statistics are based on standard errors adjusted for clustering at the firm level and the year level (Petersen, 2009).
***, **, and * represent the 1, 5, and 10% levels of significance, respectively, for two-tailed tests.
LR= likelihood ratio.
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Hypothesis 2. Moreover, the coefficient estimate on INTR×CEO_POL suggests that corporate
philanthropy in firms with CEO’s political participation is about 88.45% (3.3365/1.7705− 1) higher
than their counterparts.
Figure 1 further displays the interactive effect between internationalization (INTR) and CEO’s

political participation (CEO_POL) on corporate philanthropy (GIVING). In Figure 1, the black,
deep blue, and red lines denote the effects of internationalization on corporate philanthropy for the
full sample, the CEO_POL subsample (CEO_POL = 1), and the non-CEO_POL subsample
(CEO_POL = 0), respectively. As shown in Figure 1, the positive effect of internationalization on
corporate philanthropy is more pronounced for the CEO_POL subsample than the non-CEO_POL
subsample, providing visual evidence and additional support to Hypothesis 2, which predicts the
reinforced effect of CEO’s political participation on the positive relation between internationalization
and corporate philanthropy.

Robustness checks using corporate philanthropy scaled by total assets

In Table 2, we adopt corporate philanthropy deflated by sales revenue as the dependent variable
(Williams, 2003; Chen, Patten, & Roberts, 2008) to test Hypotheses 1 and 2. To examine whether
results in Table 2 are robust to other dependent variables, in Table 3, we use corporate philanthropy
deflated by total assets at the beginning of the year (GIVING_SIZE) as the dependent variable
(Brammer & Millington, 2006; Brown, Helland, & Smith, 2006; Amato & Amato, 2007, 2012;
Du et al., 2014), and then conduct tests. For Model (2) and Column (2), the coefficient on INTR
is positive and significant at the 1% level, supporting Hypothesis 1 again. In addition, results of
Model (4) in Column (4) show significantly positive coefficient on INTR×CEO_POL, lending
additional support to Hypothesis 2.

Robustness checks using the likelihood of internationalization

In Table 2, we use the degree of internationalization as the independent variable. To test whether
results in Table 2 are robust to other independent variables, in Table 4, we adopt the dummy variable
of internationalization (INTDUM), equaling 1 if a firm’s overseas sales are >0 and 0 otherwise, as the
independent variable to reexamine Hypotheses 1 and 2. Results of Model (2) in Column (1) show that
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GIVING is significantly positively related with INTDUM, consistent with Hypothesis 1. Moreover,
results of Model (4) in Column (3) show that the coefficient on INTDUM×CEO_POL is significantly
positive, consistent with Hypothesis 2.

The Granger causality tests between corporate philanthropy and internationalization

Extant studies (Calof & Beamish, 1995; Caves, 1996; Dunning, 1998; Westhead, Wright, & Ucbasaran,
2001) recognize that firm scale, managerial overseas experiences, unique products, manufacturing cost, and
monopolistic advantage affect internationalization. Moreover, the internationalization of firms from
emerging markets is a strategy as a response to the weak institutional environment at home countries
(Calof & Beamish, 1995; Keohane & Milner, 1996; Child & Rodrigues, 2005). Furthermore, Gardberg
and Fombrun (2006) and Campbell, Eden, and Miller (2012) argue that being a citizenship may be an
important conduit for multinational firms to obtain the legitimacy and mitigate barriers from the liability

TABLE 3. ROBUSTNESS CHECKS USING CORPORATE PHILANTHROPY SCALED BY TOTAL ASSETS

The dependent variable: corporate philanthropic giving scaled by total assets at the
beginning of the year (GIVING_SIZEt)

(1) (2) (3) (4)

Model (1)
Model (2) and
Hypothesis 1 Model (3)

Model (4) and
Hypothesis 2

Variables Coefficient t-value Coefficient t-value Coefficient t-value Coefficient t-value

INTRt−1 1.5657*** 7.66 1.5602*** 7.70 1.2774*** 6.07
CEO_POLt−1 0.3487*** 5.35 0.3293*** 5.25
INTRt−1 ×CEO_POLt−1 1.4384*** 3.39
MAN_AGEt−1 0.0109 1.34 0.0069 1.03 0.0045 0.68 0.0068 1.10
GENDERt−1 −0.4248 −1.51 −0.5294** −2.15 −0.4982** −2.04 −0.4861** −1.98
BLOCKt−1 0.0286 0.16 −0.0747 −0.44 −0.1005 −0.63 −0.0588 −0.37
BD_SHRt−1 0.9172*** 4.45 0.7518*** 4.84 0.6174*** 4.04 0.5752*** 3.85
INST_SHRt−1 0.0625 0.54 0.0445 0.40 0.0552 0.52 0.0500 0.46
DUALt−1 0.0841 1.25 0.0419 0.64 0.0547 0.85 0.0766 1.20
INDRt−1 −0.5515 −0.69 −0.1249 −0.18 −0.2860 −0.41 −0.2296 −0.33
BOARDt−1 0.3262** 2.19 0.2740** 2.01 0.2417* 1.81 0.2695** 2.05
SIZEt−1 0.2175*** 6.34 0.2013*** 6.16 0.1801*** 5.67 0.1884*** 5.94
LEVt−1 −0.1389*** −6.13 −0.1347*** −5.75 −0.1071*** −4.63 −0.1053*** −4.99
ROAt−1 2.0091*** 8.19 1.9174*** 8.20 1.8662*** 8.17 1.8703*** 8.12
CASHt−1 0.2060 1.21 0.1925 0.67 0.2063 0.72 0.2218 0.81
TOBIN’Qt−1 −0.0029 −0.17 0.0061 0.36 0.0034 0.21 0.0060 0.37
NASSETt−1 −0.1240 −0.56 −0.0842 −0.68 −0.0956 −0.76 −0.0966 −0.77
Constant −6.1882*** −7.79 −5.6989*** −7.64 −5.1291*** −6.92 −5.5164*** −7.53
Industry effects Control Control Control Control
Year effects Control Control Control Control
Observations 3,023 3,023 3,023 3,023
Pseudo R2 0.0876 0.1075 0.1111 0.1139
LR-value (p-value) 706.21 (<.0001)*** 866.61 (<.0001)*** 896.38 (<.0001)*** 918.46 (<.0001)***
Log likelihood −3,679.33 −3,599.13 −3,584.24 −3,573.21
ΔLog likelihood 160.40*** 29.78*** 22.06***

Note. All reported t-statistics are based on standard errors adjusted for clustering at the firm level and the year level
(Petersen, 2009).
***, **, and * represent the 1, 5, and 10% levels of significance, respectively, for two-tailed tests.
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of foreignness. Therefore, internationalization positively affects corporate philanthropy, but theoretically,
corporate philanthropy is less likely to impact internationalization.
Nevertheless, in panel A of Table 5, we still conduct the Granger causality tests to examine whether

the dual-directional causality exists between internationalization and corporate philanthropy (Granger,
1969). As shown in Column (1), all F-statistics on joint tests of Granger causality are significant,
suggesting that internationalization is the Granger causality of corporate philanthropy. But all
F-statistics in Column (2) are insignificant, revealing that corporate philanthropy is not the
Granger-cause of internationalization. Simply put, above results validate that the dual-directional
causality is less likely to exist between corporate philanthropy and internationalization.

Using two-stage approach to control for the endogeneity

In addition to the Granger causality tests, we further employ two-stage regressions to mitigate the
endogeneity between internationalization and corporate philanthropy. In doing so, we have to select

TABLE 4. ROBUSTNESS CHECKS USING THE LIKELIHOOD OF INTERNATIONALIZATION

The dependent variable: corporate philanthropic giving scaled by sales revenue
in the year (GIVINGt)

(1) (2) (3)

Model (2) and Hypothesis 1 Model (3) Model (4) and Hypothesis 2

Variables Coefficient t-value Coefficient t-value Coefficient t-value

INTDUMt−1 0.4902*** 4.30 0.5008*** 4.41 0.3909*** 3.32
CEO_POLt−1 0.6124*** 4.56 0.3573*** 2.87
INTDUMt−1 ×CEO_POLt−1 0.5105** 2.24
MAN_AGEt−1 0.0091 0.63 0.0048 0.33 0.0069 0.48
GENDERt−1 −0.0365 −0.07 0.0224 0.04 −0.0177 −0.04
BLOCKt−1 −0.3850 −1.24 −0.4349 −1.45 −0.4241 −1.41
BD_SHRt−1 1.3972*** 3.81 1.1587*** 3.22 1.1663*** 3.25
INST_SHRt−1 −0.0124 −0.07 0.0059 0.03 0.0202 0.11
DUALt−1 0.1949 1.62 0.2169* 1.84 0.2228* 1.90
INDRt−1 −0.1810 −0.14 −0.4539 −0.34 −0.4180 −0.33
BOARDt−1 0.5235* 1.89 0.4669* 1.70 0.4957* 1.82
SIZEt−1 0.3154*** 5.16 0.2774*** 4.61 0.2829*** 4.66
LEVt−1 −0.2618*** −7.08 −0.2144*** −6.82 −0.2086*** −6.86
ROAt−1 2.2602*** 8.26 2.1663** 2.21 2.1566** 2.38
CASHt−1 0.3206 0.66 0.3460 1.15 0.3608 1.20
TOBIN’Qt−1 −0.0011 −0.04 −0.0058 −0.23 −0.0052 −0.22
NASSETt−1 −0.2518 −0.47 −0.2730 −0.50 −0.2769 −0.52
Constant −9.0804*** −6.22 −8.0641*** −5.47 −8.2934*** −5.59
Industry effects Control Control Control
Year effects Control Control Control
Observations 3,023 3,023 3,023
Pseudo R2 0.0582 0.0606 0.0610
LR-value (p-value) 593.85 (<.0001)*** 618.45 (<.0001)*** 623.06 (<.0001)***
Log likelihood −4,809.04 −4,796.75 −4,794.44
ΔLog likelihood 20.10*** 24.58*** 4.62**

Note. All reported t-statistics are based on standard errors adjusted for clustering at the firm level and the year level
(Petersen, 2009).
***, **, and * represent the 1, 5, and 10% levels of significance, respectively, for two-tailed tests.
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TABLE 5. RESULTS AFTER USING TWO-STAGE REGRESSION PROCEDURES TO CONTROL FOR THE ENDOGENEITY

Panel A: linear Granger causality tests

(1) (2)

H0: INTR does not cause GIVING H0: GIVING does not cause INTR

Lag lengths F statistic p-value Lag lengths F statistic p-value
1 32.20*** <.0001 1 0.72 .3951
2 5.71*** .0034 2 0.99 .3712
3 4.65*** .0030 3 0.27 .8441
4 2.98** .0182 4 0.17 .9560
5 3.31*** .0031 5 0.11 .9909

Panel B: robustness checks of Hypotheses 1 and 2 using the two-stage regressions to control for the endogeneity between internationalization and corporate philanthropy

The dependent variable: INTRt−1 The dependent variable: corporate philanthropic giving scaled by sales revenue in the year (GIVINGt)

(1) (2) (3) (4) (5)

Variables Coefficient t-value Coefficient t-value Coefficient t-value Coefficient t-value Coefficient t-value

FOt−1 0.2243*** 8.42
FIRMAGEt−1 −0.0109*** −3.32
R&Dt−1 0.0013*** 2.87
RISKt−1 0.0265 1.13
COMP_INDt−1 0.5568 1.61
MKTt−1 0.0267*** 3.93
INTR*t−1 1.9521*** 3.89 1.9565*** 3.92 1.6811*** 3.39
CEO_POLt−1 0.6102*** 4.53 0.6808*** 4.46
INTR*t−1 ×CEO_POLt−1 1.2055** 2.10
MAN_AGEt−1 0.0039 1.10 0.0124 0.82 −0.0002 −0.02 −0.0044 −0.30 −0.0020 −0.14
GENDERt−1 0.1001 0.72 −0.2032 −0.39 −0.2837 −0.57 −0.2297 −0.46 −0.2692 −0.54
BLOCKt−1 0.0782 0.95 −0.3056 −0.96 −0.6830** −2.10 −0.7284** −2.30 −0.7107** −2.25
BD_SHRt−1 0.0344 0.32 1.4894*** 3.72 1.0093*** 2.91 0.7665** 2.26 0.7217** 2.12
INST_SHRt−1 −0.0522 −1.48 −0.0597 −0.32 −0.0277 −0.15 −0.0077 −0.04 0.0277 0.16
DUALt−1 0.0315 1.43 0.2008 1.61 0.1012 0.79 0.1254 1.00 0.1296 1.04
INDRt−1 −0.6162** −1.97 −0.4470 −0.33 0.6647 0.50 0.3945 0.30 0.5343 0.42
BOARDt−1 0.0284 0.46 0.5716** 2.00 0.4430 1.51 0.3880 1.34 0.4306 1.48
SIZEt−1 0.0103 0.78 0.3169*** 4.96 0.2318*** 3.70 0.1960*** 3.17 0.1992*** 3.20
LEVt−1 0.0377* 1.88 −0.2030*** −5.00 −0.2288*** −5.46 −0.1820*** −4.97 −0.1705*** −4.92
ROAt−1 0.2109*** 4.24 2.8177*** 4.85 2.4436*** 4.10 2.3462*** 4.02 2.3753*** 4.10
CASHt−1 −0.1392 −1.57 0.1415 0.44 0.2012 0.66 0.2131 0.70 0.2378 0.78
TOBIN’Qt−1 −0.0057 −0.93 0.0114 0.41 0.0203 0.68 0.0158 0.57 0.0128 0.46
NASSETt−1 −0.0537 −0.98 −0.2230 −0.40 −0.1189 −0.21 −0.1399 −0.25 −0.1459 −0.26
Constant −0.7076 −1.29 −9.2119*** −3.28 −6.2536** −2.35 −5.2842* −1.91 −5.6317** −2.03
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TABLE 5. (Continued )

Industry effects Control Control Control Control Control
Year effects Control Control Control Control Control
Observations 2,937 2,937 2,937 2,937 2,937
Pseudo R2 0.3398 0.0564 0.0585 0.0609 0.0617
LR-value (p-value) 1,126.60 (<.0001)*** 562.63 (<.0001)*** 583.89 (<.0001)*** 607.89 (<.0001)*** 615.21 (<.0001)***
Log likelihood −1,094.6133 −4,706.3345 −4,695.7030 −4,683.7033 −4,680.0460
ΔLog likelihood 21.26*** 24.00*** 7.31***

Panel C: results using ‘change model’ to control for the endogeneity

The dependent variable: the change of corporate philanthropy (ΔGIVING)

(1) (2) (3) (4)

Model (1) Model (2) and Hypothesis 1 Model (3) Model (4) and Hypothesis 2

Variables Coefficient t-value Coefficient t-value Coefficient t-value Coefficient t-value

ΔINTR 2.4598*** 4.49 2.4829*** 3.03 2.3937*** 2.90
ΔCEO_POL 0.0760 1.08 0.0802 1.14
ΔINTR×ΔCEO_POL 0.5799*** 2.66
ΔMAN_AGE −0.0024 −0.12 −0.0398 −1.39 −0.0379 −1.56 −0.0380 −1.57
ΔGENDER −0.1879 −0.37 −0.7190 −0.80 −0.7459 −1.07 −0.7321 −1.04
ΔBLOCK 0.0597 0.09 0.7813 0.85 0.7497 0.86 0.7327 0.84
ΔBD_SHR −0.5619 −0.73 0.4543 0.34 0.4886 0.39 0.7829 0.62
ΔINST_SHR 0.2238 0.71 0.2890 1.18 0.3011 0.94 0.3110 0.97
ΔDUAL 0.1953 1.37 0.2205 1.35 0.2257 1.31 0.2296 1.34
ΔINDR 1.1621 1.07 0.6272 0.46 0.6135 0.45 0.6332 0.46
ΔBOARD 0.1484 0.43 0.1496 0.33 0.1272 0.31 0.1322 0.32
ΔSIZE 0.1130 0.58 −0.4581** −2.40 −0.4548 −1.53 −0.4494 −1.52
ΔLEV −0.3841*** −3.72 0.1185 1.27 0.1215 1.17 0.1247 1.20
ΔROA −0.2524 −0.51 0.0948 0.24 0.1030 0.17 0.1010 0.17
ΔCASH −0.2576 −0.36 −0.4027 −0.69 −0.4160 −0.49 −0.4026 −0.47
ΔTOBIN’Q −0.0356 −0.73 −0.3163*** −8.79 −0.3167*** −5.55 −0.3175*** −5.56
ΔNASSET −0.2548 −1.10 −0.5378 −1.60 −0.5386* −1.68 −0.5387* −1.68
Constant 1.4188*** 7.70 0.4071 0.31 0.2901*** 6.16 0.2927*** 6.21
Industry effects Control Control Control Control
Year effects Control Control Control Control
Observations 2,466 2,466 2,466 2,466
Adjusted R2 0.1363 0.2372 0.2613 0.2627
F-value (p-value) 3.95 (<.0001)*** 5.47 (<.0001)*** 5.61 (<.0001)*** 7.05 (<.0001)***
ΔR2 904.48 (<0.0001)*** 13.21 (<0.0001)*** 4.48 (0.0344)**

Note. FO = foreign operation.
All reported t-statistics are based on standard errors adjusted for clustering at the firm level and the year level (Petersen, 2009).
***, **, and * represent the 1, 5, and 10% levels of significance, respectively, for two-tailed tests.
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instruments in the first stage, which are used to predict the fitted value of internationalization (INTR*).
Referring to extant studies, we identify several instruments: (1) foreign operation, equaling 1 if a firm carries
out business operations outside mainland China and 0 otherwise. (2) Firm age (FIRMAGE), measured as
the number of years since a firm’s initial public offering. (3) Previous literature suggests that international
strategy is affected by firm risk and innovations (Kwok & Reeb, 2000; Cassiman & Golovko, 2011), and
thus we incorporate R&D and RISK in the first stage. R&D denotes the amount of research and devel-
opment expenditures deflated by total sales revenue. RISK represents firm risk, computed as a firm’s β
coefficient on stock returns. (4) We further isolate the effect of industry competition (COMP_IND) on
internationalization. COMP_IND is measured as the Herfindahl–Hirschman index of the total sales
revenue for all firms within a given industry (Vahlne & Nordström, 1993). (5) Marketization (MKT),
measured as the marketization index across different provinces in China (Fan, Wang, & Zhu, 2011).
Moreover, we include all control variables in the second-stage regression as exogenous variables12. Column
(1) of Pane B of Table 5 shows results of the first-stage regression. The coefficients on foreign operation,
R&D, and MKT (FIRMAGE) are positive (negative) and significant.
Next, we employ the predicted (fitted) value of internationalization (INTR*) from the first stage as

the independent variable in the second-stage regression. In Column (3) of panel B of Table 5, the
coefficient on INTR* is positive and significant at the 1% level, lending additional support to
Hypothesis 1. Column (5) of panel B shows that the coefficient on INTR* ×CEO_POL is also
significantly positive, providing additional support to Hypothesis 2.

Using the change model to control for the endogeneity

Next, we further use the change models to mitigate the endogeneity between internationalization and
corporate philanthropy (Acs & Braunerhjelm, 2005). Specifically, we examine the association between the
change of internationalization and the change of corporate philanthropy. In doing so, we calculate
ΔGIVING, ΔINTR, ΔCEO_POL, and the changes of all control variables. ΔGIVING is the change of
(the level of) corporate philanthropy, measured as ‘corporate philanthropy deflated by sales revenue in
year t – corporate philanthropy deflated by sales revenue in year t− 1.’ ΔINTR is the change of
internationalization, measured as ‘the degree of internationalization in year t – the degree of inter-
nationalization in year t−1.’ ΔCEO_POL is the change of CEO’s political participation, measured as
‘the rank of CEO’s political participation in year t – the rank of CEO’s political participation in year t−1.’
The rank of CEO’s political participation equals 5, 4, 3, 2, and 1 if the CEO is a deputy to the People’s
Congress or a member of the Chinese People’s Political Consultative Committee at the national,
provincial, municipal, county, and township levels, respectively, and 0 otherwise (Du, Zeng, &
Du, 2014). As a result, in the change models, the number of observations decreases from 3,023 to 2,466.
Pane C of Table 5 presents results of the change models (the ordinary least squares regressions). As

shown in Model (2) and Column (2), the coefficient on ΔINTR is positive and significant at the 1%
level (2.4598 with t = 4.49), suggesting that the increase in the degree of internationalization sig-
nificantly results in higher level of corporate philanthropy. This result provides strong support to
Hypothesis 113. In Model (4) and Column (4), the coefficient on ΔINTR×ΔCEO_POL is positive
and significant at the 1% level (0.5799 with t = 2.66), supporting Hypothesis 2 again.

12 We follow Basmann (1960), Sargan (1958), and Wooldridge (1995) to conduct overidentification tests. Results suggest
that the instruments in the first stage are fairly appropriate, implying no serious overidentification problem in the first-
stage regression. Specifically, Basmann χ2-statistic is 8.01 with p = .156, Sargan χ2-statistic is 8.12 with p = .149,
Woodridge χ2-statistic is 8.18 with p = .147.

13 In addition, the increasing percentage in R2 between Model (2) and Model (1) is about 74.03% ([23.72−13.63%]/13.63%),
which is much greater than the increase in R2 from Model (1) to Model (2) in Table 2 (19.40% = [6.71−5.62%]/5.62%).
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Above results in Table 5 suggest that our main conclusions are still valid after controlling for the
endogeneity between internationalization and corporate philanthropy.

DISCUSSION

Theoretical contributions

Our study makes several theoretical contributions as below: first, to our knowledge and literature in
hand, our study is one of very few studies to examine the role of internationalization itself in shaping
corporate philanthropy. Specifically, our study shows that internationalization inspires and promotes
corporate philanthropy, extending previous literature on the association between internationalization
and CSR (Brammer, Pavelin, & Porter, 2009). Brammer, Pavelin, and Porter (2009) find that only
internationalization in particular countries with less political rights or civil liberties increases corporate
charitable giving, but internationalization itself does not matter to corporate charitable giving14.
Second, this study is the first to examine the influence of internationalization on corporate

philanthropy based on the context of developing countries (e.g., China). Extant studies (Brammer,
Pavelin, & Porter, 2009; Campbell, Eden, & Miller, 2012) focus on developed countries such as
United Kingdom and United States, and find that internationalization impacts corporate philanthropy.
However, because of differences in economic development and cultural factors (Du, 2015), the
findings based on developed countries may not be directly applied to the relation between inter-
nationalization and corporate philanthropy in developing countries. Therefore, it remains unknown
that whether internationalization of enterprises from developing countries influences corporate
philanthropy. In this regard, it is necessary to focus on developing countries to separately examine the
effect of internationalization on corporate philanthropy.
For UK firms, Brammer, Pavelin, and Porter (2009) find that only downstream internationalization

from developed countries with better philanthropic consciousness and less social problems to other
countries with weak philanthropic consciousness and more social problems is significantly positively
associated with corporate charitable giving. Campbell, Eden, and Miller (2012) show that cultural,
administrative, and geographic distances reduce the likelihood of a foreign affiliate’s engaging in
CSR15. Using a sample of family firms in China, the biggest developing country and the second largest
economy where philanthropic consciousness is relatively weak and social problems are relatively
prominent along with the rapid economic growth, this study complements Brammer, Pavelin, and
Porter (2009) and Campbell, Eden, and Miller (2012).
Third, focusing on internationalization, our study adds to previous literature on the determinants of

corporate philanthropy (Johnson & Greening, 1999; Williams, 2003). Specifically, our study validates
that the institutional environment and its change such as corporate internationalization may impact
corporate philanthropy, and thus future research should not ignore this important determinant.
Finally, our findings can provide important support to previous literature in economics (North,

1990; Williamson, 2000; Allen, Qian, & Qian, 2005; Pistor & Xu, 2005) that argues that informal
systems and formal institutions interact and mutually reinforce each other. Specifically, our study finds

(F’note continued)

These results imply significantly higher interpretation of Model (2) than that of Model (1) after incorporating ΔINTR and the
rationale of employing the change models to control for the endogeneity.

14 Indeed, better business ethics and CSR consciousness in developed countries put pressure on domestic companies to
carry out corporate philanthropy on their own initiatives and urge foreign corporations through internationalization in
these host countries to better fulfill their corporate social responsibility including corporate philanthropy.

15 Some extant studies argue that corporate philanthropy can serve as the better and relatively more valid proxy for CSR
(Smith, 1994; Saiia, Carroll, & Buchholtz, 2003; Peloza, 2006) than other single dimension measures.
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that CEO’s political participation reinforces the positive association between internationalization of
Chinese family firms and corporate philanthropy, and thus echoes and validates the argument in extant
literature.

Managerial implications

Our study also has several managerial implications. First, it is very important to investigate the
association between internationalization and corporate philanthropy because it not only deepens the
understanding of strategic motivation of corporate philanthropy, but also helps comprehend the social
dimension of corporate philanthropy in an international setting. As a result, our study contributes to
conceptual discussions on whether internationalization affects corporate philanthropy.
Second, our main findings suggest that internationalization as the institutional environment can

positively impact corporate philanthropy and thus plays an important role in enhancing corporate
philanthropy in view of the mounting interaction of corporate philanthropy consciousness along with
internationalization or globalization, especially for multinational companies from developing countries
like China in which the consciousness of corporate philanthropy is relatively weak.
Third, we validate that internationalization has significantly positive influence on corporate phi-

lanthropy, implying that internationalization benefits social welfare. Especially, under the context like
China in which CSR consciousness is relatively weak, our findings suggest that the influence of
internationalization on corporate philanthropy should be taken into account and internationalization
as a market force can serve as an invisible hand to motivate a firm to be more philanthropic.
Fourth, our findings motivate managers in Chinese family firms to pay attention to the association

between internationalization and corporate philanthropy. Specifically, corporate philanthropy can
provide an important avenue for executives in multinational companies to offset the pressures from
multiple stakeholder groups, cope with the liability of foreignness, and strengthen corporate reputa-
tion. As a result, for Chinese family firms that implement international strategy, managers should
consider corporate philanthropy as a conduit to hedge operational risks to some extent.
Finally, the reinforced effect of CEO’s political participation on the positive association between

internationalization and corporate philanthropy suggests that formal institutions and informal systems
interact and reinforce corporate philanthropy. Focusing on the context of developing countries, this
finding implies the bright side and the benefits of political connections in affecting corporate behavior.

Limitations and future research

Our study has several limitations that can be addressed in future research. First, this study only focuses
on the impact of internationalization itself on corporate philanthropy, but does not differentiate
between upstream and downstream internationalization because of data limitation16. Moreover, we
cannot differentiate corporate philanthropy in home countries from that in host countries due to data
limitation. Future research should further examine the impacts of upstream and downstream inter-
nationalization on corporate philanthropy, as well as internationalization’s influence on corporate
philanthropy in home countries and in host countries.
Second, this study only investigates the influence of internationalization on corporate philanthropy,

but does not examine whether internationalization can affect other CSR-dimensions. Zyglidopoulos
et al. (2012) and Du (2015) find that some corporations increase CSR-strengths such as corporate
philanthropy rather than reduce CSR-weaknesses. In this regard, it is an important and interesting task

16 Nevertheless, our study does authenticate that internationalization itself positively influences corporate philanthropy, and
thus can help the academia and practical circle to comprehend the social dimension of corporate philanthropy in an
international setting and deepen the understanding of the determinant of corporate philanthropy.
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to investigate whether internationalization of Chinese family firms can strengthen environmental
performance or mitigate environmental pollution, as well as other CSR-dimensions.
Third, our study employs a sample of family firms based on the context of China, and thus our

conclusions may not fit well in with other countries, especially developed countries. In this regard, it is
necessary for researchers to conduct a comparative study using the international setting to further
examine whether the association between internationalization and corporate philanthropy still stands.
Finally, due to data limitation, we cannot use foreign direct investment exporting, and licensing to

measure internationalization, and thus future research can further use multimeasures to address the
association between internationalization and corporate philanthropy.

CONCLUSION

Drawing on the stakeholder theory, multinational companies are more likely to attract much more
attention from a diversity of stakeholders due to their high visibility, and thus multinational companies
always utilize corporate philanthropy to cater for the demands from different stakeholders. Moreover,
according to the institutional theory, firms usually use corporate donations as an instrument to obtain
the legitimacy from local communities. Therefore, multinational companies are inclined to carry out
corporate philanthropy to offset various pressures from the liability of foreignness in host countries. As
a result, internationalization is more likely to be positively associated with corporate philanthropy.
Using a sample of Chinese family firms, we show a positive relation between internationalization and

corporate philanthropy. Moreover, we investigate the moderating role of CEO’s political participation.
Our results show that internationalization is significantly positively associated with corporate philan-
thropy, and then CEO’s political participation reinforces the positive association between inter-
nationalization and corporate philanthropy. This study adds to the existing literature on the
determinants of corporate philanthropy by validating corporate internationalization (institutional
environment) and its change positively affect corporate philanthropy, implying the mounting inter-
action of corporate philanthropic consciousness accompanying with internationalization.
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