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Abstract:



Based on the strong influence social networks have on managerial decision-making, as an important aspect of the strategic decision of the company, it is necessary to study how corporate social responsibility (CSR) actions could be affected by social networks. An analysis of 1725 Chinese listed firms and 40,484 executives from 2010 to 2014 showed that corporate philanthropy behavior will diffuse in social networks; more concretely, the higher the degree of social network centrality, the higher the enterprise’s donation level. Furthermore, the results also show that the role of social network centrality on corporate donation levels can be moderated by political connections. This study offers empirical evidence for developing a theoretical framework of CSR interaction and communication relevant to social networks, and offers insights into corporate philanthropy behavior based on social networks.
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1. Introduction


Over the past several decades, an increasing amount of literature has focused on the influence of networks on corporate operations. Social networks have been used to explain a wide range of outcomes, including performance [1,2,3,4], firm policies [5,6,7], executive compensation [8], knowledge sharing [9,10], innovation [11], and ethical behavior [8,12]. Many scholars have studied the role of corporate philanthropy, an important aspect of a company’s strategic decisions, on the enterprise itself and on society. From the perspective of the political relations, some scholars believe that corporate donations enhance a company’s political connection with the government, thereby enhancing that company’s competitiveness. For example, Hadani and Coombes [13] suggested that corporate donations may allow some firms to stand out from others when faced with political uncertainty. Porter and Kramer [14] found that a company’s competitiveness can be improved by using corporate philanthropy as a tool. In addition, firms that are not politically well-connected were shown to benefit more from corporate donations, as gaining political resources is more critical for such firms [15]. On the other hand, some scholars doubt the positive relationship between nonmarket strategy such as corporate political activity and corporate performance. According to Mellahi, et al. [16], over one-third of the studies in their sample do not find positive performance effects of nonmarket strategies. In short, within the political and social network environment, corporate philanthropy is an important issue that needs further study. However, few of them observe the influence on corporate philanthropy from a network perspective, especially in developing countries.



Charitable donations are a strategic and salient component of corporate social performance [14], as well as an important aspect of corporate decision-making. We can analyze the relationship between social networks and corporate donations from two perspectives: information transfer and social capital theory [17]. On the one hand, the ways in which charitable donation behavior is affected by external information has commonly received attention from social psychology [18], economics [19], and other research fields. On the other hand, according to social capital theory [20], studies on the markets of developed countries reveal that social pressure and networks can increase a company’s commercial philanthropy [21], or compel them to display “a greater sense of social responsibility” [22]. Therefore, it can be seen that the position of corporate executives in a social network will affect a company’s donation level. In particular, the literature has confirmed that donations are affected by social networks from a personal perspective [23,24,25]. Thus, it is necessary to examine the important, yet understudied aspect of corporate social responsibility (CSR), that is, the relationship between executive social relations and corporate donation behavior.



The social network theory posits that individuals tend to change their preferences and decisions because of other people’s actions [26]. In that way, the presence of social networks among senior executives can affect firms’ corporate donation decisions [7]. As there is no literature on Chinese market data to study the relationship between the two, we investigate how social network links between pairs of firms influence their corporate donation decisions. In particular, we want to be the first to test whether executives who are socially connected make more similar decisions, which we call the “diffusion effect.” To address the first component of the research issue, this study builds upon previous research on corporate philanthropy from an information transmission perspective. We use a matrix to represent the relationships between the listed firms, and then establish a two-stage firm pair model.



After confirming the diffusion effect of social networks [14,17], we investigate the overall effects of social network connections on corporate donations. In addition, we note that the firms’ donation behavior is subject to pressure not only from social networks, but also from political networks, especially in developing countries [27]. Firms often build political connections to gain government support and favorable treatment that may effectively mitigate political uncertainties [15]. There are already studies proving that political connections can independently influence the level of corporate donations [27,28]. In this paper, we have chosen the executives’ employment network to represent the social relationships between firms. Social networks can provide information and resources for executives, and ultimately affect executives’ decision-making. From this perspective, we can see that both political connections and social networks can provide access to resources. Political connections also have social attributes: as Scott [29] mentioned in 2000, political associations and connections are also a kind of social network. Thus, political connections should be taken into consideration in our study, especially in China, where firms set a high value on them. Therefore, we believe that political connections have a moderate role in the impact of network connections on donation behavior.



To address the second component of the research question, an ordinary firm-level model is established to examine whether the position of firms in the social network influences donation behaviors. According to the analysis, we also added the interaction items of social network centrality and political connections to the framework to more thoroughly explore the impact mechanism of social networks.



In a nutshell, the goal of this paper is to analyze how social networks affect donation behavior. The core premise of this theoretical framework is that the research issue is a combination of two related problems: whether corporate charitable behavior diffuses through a social network; and if so, the means by which this is done. The results of an analysis of data on a sample of 1725 Chinese listed companies and 40,484 executives gathered between 2010 and 2014 suggest that the donation behavior of enterprises has a diffusion effect on social networks. Based on this, our results indicate that the position of a company in the social network is positively related to its donation level. We have also discovered that some political connections can reduce the effects of social network centrality on corporate donations.



The rest of the paper is organized as follows. The second section provides a review and discussion of the relevant literature, developing our theoretical arguments and hypotheses. The third section presents the methodology, including the sample data, variables, and models. The fourth section reveals the results of the analyses. Finally, the paper concludes with a discussion of the study’s contributions, limitations, and implications.




2. Literature Review and Hypotheses


2.1. The Diffusion Effect of Social Networks on Corporate Donations


In the past, several studies have highlighted the role of social networks in the transfer of privileged information. For example, Cohen, Frazzini and Malloy [1] used social networks to identify information transfers in the stock market, and the results showed that social networks may be an important mechanism for how information flow affects asset prices. Cao, Dhaliwal, Li and Yang [3] found that independent directors with more social connections earn higher returns in their stock transitions than do others. Indeed, having additional internal and external information is beneficial to corporations in order to obtain key resources [30], reduce market transaction costs [31], and create competitive advantages [32]. Based on this, it can be concluded that external information has an impact on enterprise decision-making. It is also meaningful to understand how executives learn and imitate such information, because we are living through an unprecedented explosion of information today, and executives are vulnerable to being overwhelmed by too much complex information [26]. From the perspective of corporate donations, firms close to one another whose executives are affected by information from “neighboring firms” make similar decisions [33,34].



Recent studies also reveal that social information affects personal donations [24]; however, few studies have been conducted on this topic in the corporate world. It is important to explore the relationship between the two on the corporate level, as donation behavior is a typical decision-making behavior found within corporations. It is natural for corporations to receive donation behavior information from a “neighboring firm” through their social network, and this information, in turn, controls the company’s donation levels by affecting its executives’ behavior.



At the same time, scholars have highlighted that CSR’s influence on companies’ management and strategy is growing [35,36]. Thus, it is important to continue to explore the motivation of corporate donations. While there is extensive literature related to driving factors, such as firm value [37], moral motivations [38], and political motivations [27], an examination of the ways in which social interactions affect people’s charitable behavior has not been fully developed [39]. Such studies mainly focus on psychological and cultural backgrounds, emphasizing the interaction and connection between people. Gautier and Pache [40] reviewed about 30 years’ worth of academic research on corporate philanthropy, and found that there were only five articles that investigated the impact of executives’ social networks on firm donations. So far, the existing literature has proved that social networks have a direct impact on CSR [17,41], but most of these studies are rather limited at the firm level, as well as in terms of case studies.



Based on these arguments, we address this gap by considering the diffusion effect of the social network on donation behavior within firm pairs. To compare differences between two companies’ donation levels caused by a social network, we implemented the two-stage model used by Fracassi [26] in the first part of our research. If the expected impact exists, the firm pairs with social connections are bound to have similar donation amounts. On these grounds, our first hypothesis is as follows:

Hypothesis 1.

The donation behavior of corporations has a diffusion effect in their social networks; two corporations with social connections are more similar in terms of their donation levels.








2.2. The Effect of Social Networks Centrality on Corporate Donations


As we know, social networks have always been fiercely debated upon in the literature. Additionally, concepts of social capital have frequently been considered in the literature [42,43,44]. Such studies mainly focus on the relationships between different kinds of social networks and the social capital embedded in them. Several scholars have also combined donation studies with related issues [45].



Social capital refers to the resources embedded in personal social networks, such as power, wealth, prestige, etc.; these resources exist in the relationships between people, and one must be connected with others to obtain them [20]. Witt [46] pointed out that network conditions can help enterprises integrate into the market and the local network, and adapt to local political, cultural, and economic conditions. Huggins [47] proposed that firms can gain access to knowledge through network capital to enhance expected economic returns. As a result, social contact can become an integral part of a business that cannot be separated from a firm’s overall strategy. Therefore, as an entrepreneur’s management decision, the influence of social relations should be taken into consideration when analyzing the level of corporate donation. As firms usually aspire to achieve a positive reputation and prominent status in their networks [17,48], they often aim to meet the expectations of the other members in the network by donating more.



In order to measure the degree of social connections of the corporations, we introduced a social network centrality variable. Social network centrality is a collection of measures that describe an individual’s position in a social network [4], representing their ability to influence economic decision-making. Several common measures of centrality have been constructed in previous literature [49]. In this paper, we use the number of direct ties a corporation has with other firms in the network to measure the network centrality. In general, high centrality means higher status and power. This definition is similar to that provided by Lu, Shailer and Wilson [17], whose study also examined some kinds of donations. They used the number of directors’ relationships with other corporations, finding that these networks influence corporate political donations. The above analysis indicates that enterprises in important positions need to meet the expectations of other members to a higher degree. Thus, our second hypothesis is as follows:

Hypothesis 2.

The higher the degree of a social network’s centrality, the higher the enterprise’s donation level.








2.3. The Moderating Effect of Political Connections


Political connections are crosslinks between business and government; they are an important asset or political strategy [28] for the economy as a whole, as well as for individual businesses within a given country or emerging economy [50,51]. Some scholars believe that political connections provide access to information and other licenses for corporations [52], which can reduce the increasing donation behavior of executives aiming to obtain added resources and prestige. However, some scholars have come to the opposite conclusion [53], which can reduce the increasing donation behavior of executives aiming to obtain added resources and prestige. However, some scholars have come to the opposite conclusion [53]: they believe that these political connections will lead to an increase in corporate donations. The existence of these contradictory ideas leads us to consider the classification of political connections. Zhang, Marquis and Qiao [27] distinguished two types of managerial political connections—achieved political connections and ascribed bureaucratic connections—and found that the two react differently to government pressure to donate. Marquis and Qian [53] summed up that there are generally two types of political connections. Thus, we divided them into two categories according to the type of connection: Connections with People’s Congress/Chinese People’s Political Consultative Conference (NPC/CPPCC) members and connections with government officials [53]. The literature suggests that the former may have greater symbolic meaning and the latter greater substantive meaning.



First, for the NPC/CPPCC member connections, executives are generally chosen by the government as corporate elites. In other words, these types of political connections are generally obtained after company executives have attained certain achievements and reached a particular social status during their tenure. Therefore, executives with this background may pay more attention to their social reputation and public image, and tend to increase their donation level to achieve a positive public image [27]. This connection’s influence on corporate donation is in accordance with social network connections. When companies obtain the resources they require through political connections, their motivation for obtaining resources through social connections will be reduced. In addition, it is thought that when the corporate donation level is increased due to influence from one of the two sides, the influence of the other side will be greatly reduced. Thus, we propose the following hypothesis:



Hypothesis 3A.

The higher the degree of the NPC/CPPCC member connections, the weaker the impact of social network centrality on the level of corporate donations.





Second, contrary to the NPC/CPPCC member connections, executives with connections of government officials usually have access to the government prior to becoming involved with the enterprise, and thus, there is no need to maintain ties with the government [27]; even if executives have left the government, the listed companies can still be supported by the government, and the company does not have to rely on a commitment to social responsibility in order to receive “favors” from the government. Theoretically, previous government work experience has made such individuals very aware of government officials and activities [54], and stable ties secured by connections with government officials will reduce their eagerness to improve a corporation’s value through donations. Compared to the former type of political connections, relationships with government officials reveal that the enterprise attaches great importance to the establishment of a political background from the very beginning, and will ensure the introduction of managers with political experience. Therefore, when they are influenced by donation information from other companies, they will be more active in social responsibility. Thus, we propose the following hypothesis:

Hypothesis 3B.

The higher the degree of connections with government officials, the stronger the impact of social network centrality on the level of corporate donations.









3. Research Method


3.1. Sample and Data Collection


All companies listed in China’s A share market before 2010 were included, with a sample interval of 2010 to 2014. The listed companies’ Directors Council members and senior management personnel were used as the basis to build the company employment network; senior management personnel include the chairman, CEO, general manager, deputy general manager, financial manager, board secretary, and other personnel stipulated in the company’s articles of association. Our initial sample contained 2044 listed companies. The samples were screened, and the following were removed: (1) financial companies and (2) special treatment companies. The reporting structure of China’s financial sector is different from others, and so it is generally not compared with other sectors. ST companies usually refer to listed companies with abnormal financial or other situations. They are more likely to have false information disclosure problems, and are not suitable for comparison with other listed companies. After screening, the samples included 1725 listed companies and 40,484 senior managers and directors (hereinafter referred to as executives). The data is mainly from the CSMAR database (China Stock Market and Accounting Research Database), which is widely used in the study of listed companies in China. In addition, data not found in the CSMAR database were obtained by analyzing the annual reports of the listed companies, retrieving Sina Financial websites, and searching web pages.



Information on political connections came from the executives’ resume projects on CSMAR; the biographical items are text information; therefore, we were able to manually sort out the executives’ political connections. According to the actual conditions, we set up two variables to measure the political connections: political connections with government officials and political connections with NPC/CPPCC members.




3.2. Dependent Variable


We obtained the company donation data from the financial statements database within the CSMAR database. The database includes two items: donation expenditure and public welfare donations. If the public welfare donation is a detailed account of the donation expenditure, the donation expenditure data were regarded as the amount of the donation. If the two subjects were parallel, both were regarded as the amount of the donation. Furthermore, the donation data were recorded as zero when the donation expenditure data were zero, and it was regarded as missing data if the donation expenditure data were missing; the corresponding companies were deleted in the subsequent study. The logarithm of the donation amount as the index was used to measure the level of corporate donation (DON_LEi,t). Since the independent variables in our study lag for one year, the sample interval of donation level data is from 2011 to 2015.




3.3. Independent Variables


The CSMAR database provides annual resume data for executives. For Hypothesis 1, we used annual employment information to establish a dummy variable at the firm pair level to measure the social connections between the two firms. In order to ensure the quality of the data, we distinguished between executives with the same names by giving each executive set a specific name. We first established a 40,484-by-40,484 undirected (symmetric) binary adjacency matrix according to the society connections between all the firm pairs. If two firms appointed one executive at the same time, or two executives from two firms worked for a third firm at the same time, it is believed that the two firms are socially related.



As this section studies the relationship between social connections and donation levels at the firm pair level, a social network dummy variable (NET) was established between firms based on the executive network. If there is a social connection between employees of the two companies, the value of the dummy variable is one; otherwise, it is zero.



In order to test Hypotheses 2 and 3, we established an index to measure the degree of social network centrality between the firms. After generating an undirected employment network matrix diagram for all the firm samples, the centrality of each node (firm) was used as an index to measure the degree of social relevancy. For the undirected matrix with n nodes, the degree of node 1 was the ratio of the sum of the direct connections between node i and other N − 1 nodes, divided by the total number of nodes in the network, expressed in Model (1). Firms with strong centrality often connect with many other firms, and have more opportunities to obtain resources and learn behavior from other firms through the network.




[image: ]



(1)






3.4. Moderator Variable


To the above analysis, researchers added the interaction items of DEGREE and political connections to examine Hypotheses 3A and 3B. Political connections are a common phenomenon in enterprises at home and abroad. Broadly speaking, they can be regarded as a kind of social connection. Political connections were divided into two categories: connections with NPC/CPPCC members and connections with government officials. According to the resume information of executives, we manually sorted the government job information for executives.



The NPC/CPPCC member connections refer to the connections executives build with the government by being members of political councils, such as the National People’s Congress (NPC), the only legislative body in China, or the Chinese People’s Political Consultative Conference (CPPCC), an advisory board for the Chinese government. When constructing variables, in order to ensure that only the political elites were considered, we selected only national or provincial-level political connections. This variable is represented by REPRESENT_PC, and was calculated by the number of executives divided by the number of firm executives.



Connections with government officials refer to the connections between individuals who have been or are being employed by government departments and the government. In China, the national administration can be roughly divided into five levels: state, department, bureau, division, and section. If an executive has served or is serving at the division level or above, we believe there is a connection with a government official. The proportion of executives who have political connections in the listed companies is used to measure political connections with government officials, and the variable is represented by BUREAU_PC.





4. Empirical Results


4.1. The Empirical Model of Network Diffusion Effect on Firm Pair Level


We set up a two-stage firm pair model to examine whether two socially connected firms had more similar donation levels than those that did not have social connections. In the first stage of the model, the firm’s donation level (DON_LEi,t) is used as the dependent variable, and the variables that influence the level of corporate donation are used as control variables (CONi,t−1) for regression, as shown in Model (2). The residual of Model (2) is the part of the donation level that cannot be explained by the selected control variables: that is, as a measure of the impact of the social network on the donation level. Next, we define the absolute difference of residuals obtained by the two firms in Model (3) (DON_DSi,j,t) as the donation level difference of the two.




Don_LEi,t = α0 + α1CONi,t−1 + 𝜀i,t



(2)






Don_DSi,j,t = abs(𝜀i,t − 𝜀i,t)



(3)





Through the literature review, we determined that we must add the following control variables in Model (2); all of these variables can theoretically affect the level of corporate donation, and their impact has been proven by empirical evidence. We measured the company size (FIRM_SIZE) by the logarithm of the total assets of the company at the end of the year. The slack cash (SLACK_CASH) is expressed by the total cash flow of the company divided by the total assets [15]. Advertising intensity (ADVE_INTE) is expressed in terms of the logarithm of annual sales expenses. We use the date of the sample year minus the company’s IPO date to represent the company’s IPO age as (AGE_IPO), which can control the impact of the stock market on the company [27]. We controlled for the size of executive boards by the number of executives in the company, denoted as NO_EXEC. Whether the chairman and the general manager (CEO) positions are held by the same person determines the concentration of management power [55]. If the company chairman and general manager (CEO) is the same person, the dummy variable DUALITY value is one; conversely, if the positions are held by different people, the value is zero. We use the return on assets (ROA) to measure company performance FIRM_PERF, and measure solvency LEVERAGE with the asset liability ratio.



Finally, we add the region-year and industry-year dummy to control the effects of industry and region on regression results. For industry, we use the China Securities Regulatory Commission Industry Classification Standards to classify the samples. For region, we divide the firms into three categories according to registered places. The Chinese regional economy is formed according to the long-term evolution of the different levels of economic development and geographical location. Mainland China can be divided into three major economic regions: eastern, central, and western.



In the second-stage model, the DON_DSi,j,t calculated is the dependent variable, which measures the similarity between the donation levels of the companies. The employment network variable NET is the independent variable of the second-stage model, and it is used to measure whether there is a social connection between two companies. The second-stage model is shown as Model (4):


Don_DSi,j,t = β0 + β1NETi,j,t−1 + β2Ci,j,t−1 + ηi,t



(4)







The control variables (Ci,j,t−1) are also added to linear regression Model (4), where ABS_ASEET represents the difference in total assets between the two firms; the variable is used to control the impact of the firm size on the regression results. ABS_AGE_EXEC represents the difference between the average ages of the executives in the two firms. ABS_NO_EXEC and ABS_WOMEN represent the difference in the number of executives and the proportion of female executives, respectively. We also added NO_EXEC and AGE_EXEC, which are the sum of the executives and the average age of the executives in the two firms, respectively.



In addition to the full sample regression, we also conducted regression analysis on samples from the same industries/regions as well as different industries/regions.




4.2. The Empirical Model of Network Effect on Firm Level


In the last section, we analyze whether the existence of social networks can affect corporate donation behavior. However, we cannot judge whether the impact of the network on corporate donation levels is positive or negative through the results. Therefore, this section will analyze the impact of social network centrality on corporate donation. Simultaneously, we will add political connection variables into the model to study their impact on corporate donations, and further explore the effect of the interaction terms between them and the social network centrality.



In this section, we establish linear regression Model (5) to test Hypothesis 2. Consistent with the first-stage model in the previous section, corporate donation level (the logarithm of donation amount) is used as a dependent variable, and explanatory variables and control variables are added to the regression to examine the impact of social network centrality on corporate donation behavior, as shown in Model (5):


Don_LEit = β0 + β1DEGREEi,t−1 + β2Ci,t−1 + ηi,t



(5)







In Models (6) and (7), we continue to add moderator variables based on Model (5) to test the impact of political connections on the relationship between ownership concentration and corporate donation.




Don_LEit = β0 + β1DEGREEi,t−1 + β2REPRESENT_PCi,t−1 + β3Ci,t−1 + ηi,t



(6)






Don_LEit = β0 + β1DEGREEi,t−1 + β2BUREAU_PCi,t−1 + β3Ci,t−1 + ηi,t



(7)





Models (8) and (9) are based on Models (6) and (7), with the addition of the interaction items of the moderator variables and the dependent variable, to test whether they affect the relationship between social network centrality and the donation level, and draw more conclusions about how social network centrality affect the corporate donation level.


Don_LEit = β0 + β1DEGREEi,t−1 + β2BUREAU_PCi,t−1

+ β5DEGREEi,t−1*BUREAUi,t−1 + β7Ci,t−1 + ηi,t



(8)






Don_LEit = β0 + β1DEGREEi,t−1 + β2REPRESENT_PCi,t−1

+ β6DEGREEi,t−1*REPRESENT_PCi,t−1 + β7Ci,t−1 + ηi,t



(9)







Similar to the last section, the main control variables that affect the level of corporate donation are determined, which include the firm size, slack cash, advertising intensity, IPO age, duality, corporate performance, solvency, and the number of executives. We also added dummy variables to reduce the impact of year, region, and industry on regression results. In addition, according to the estimated results of the second-stage model in the last section, the proportion of female executives also affects the donation level; therefore, we added the proportion of female executives in the control variables (WOMEN).



The summary statistics of the variables are shown in Table 1 and Table 2:


Table 1. Summary statistics of firm level variables.





	Variables
	Mean
	Std. Dev
	No. of. Obs





	DON_LE
	10.770
	4.838
	6581



	FIRM_SIZE
	22.106
	1.302
	6581



	SLACK_CASH
	0.040
	0.083
	6581



	ADVE_INTE
	17.868
	3.038
	6581



	AGE_IPO
	10.220
	6.073
	6581



	FIRM_PERF
	0.042
	0.074
	6581



	NO_EXCE
	7.762
	1.287
	6581



	DUALITY
	0.137
	0.3435
	6581



	LEVERAGE
	0.489
	1.548
	6581








Table 2. Summary statistics of firm pair level variables.





	Variables
	Mean
	Std. Dev
	No. of. Obs





	NET
	0.012
	0.109
	4,697,720



	NET (within industry)
	0.012
	0.108
	1,675,248



	NET (cross industry)
	0.012
	0.110
	3,022,472



	NET (within region)
	0.014
	0.118
	2,355,591



	NET (across region)
	0.010
	0.099
	2,342,129



	Same industry
	0.357
	0.479
	4,697,720



	Same region
	0.501
	0.500
	4,697,720



	NO_EXEC
	40.721
	7.164
	4,697,720



	AGE_EXEC
	48.663
	2.254
	4,697,720



	ABS_ASSET
	2.11 × 1010
	1.03 × 1011
	4,697,720



	ABS_NO_EXEC
	5.322
	4.510
	4,697,720



	ABS_WOMEN
	0.114
	0.0882
	4,697,720



	ABS_AGE_EXEC
	3.451
	2.631
	4,697,720










4.3. The Empirical Results of Network Diffusion Effect


The regression results of the first-stage model are shown in Table 3. The coefficients and significance results are basically consistent with previous scholars’ conclusions. Table 4 lists the regression results of the second-stage models, where the dependent variable is the difference in the level of donation between companies (DON_DSi,j,t). Our main focus in this regression is the coefficient of NET. As reflected in Hypothesis 1, we believe that corporate donations can be spread through a social network existing between executives. When such a social network between two companies is small, the disparity in donation levels is much smaller. Therefore, the employment network variables (NET) that represent social networks should have a significant negative coefficient. If the results indicate otherwise, this means that our hypothesis is invalid. It is worth mentioning that this study cannot draw the direction of network impact on the donation level; the purpose of the analysis is to prove the impact of the network on corporate donations.


Table 3. Network diffusion effect results: first-stage regression.









	
	DON_LE





	FIRM_SIZE
	0.976 ***

(10.84)



	SLACK_CASH
	2.453 ***

(2.95)



	ADVE_INTE
	0.142 ***

(4.44)



	AGE_IPO
	−0.064 ***

(−4.66)



	FIRM_PERF
	5.433 ***

(3.71)



	NO_EXCE
	0.248 ***

(2.76)



	DUALITY
	0.208(1.05)



	LEVERAGE
	0.076 ***

(2.71)



	Industry-year fe
	yes



	Region-year fe
	yes



	R2-sq
	0.143



	No. of obs.
	6581







The dependent variable is the companies’ donation level. *** indicate significance at the 10, 5, and 1 percent levels, respectively. The OLS (We analyze our questions by ordinary least squares regression, hereinafter referred to as OLS.) coefficients are reported, with the t-statistics in parentheses. Standard errors are corrected for by clustering the error term at the firm level (Petersen 2009). The constant is omitted.







Table 4. Network diffusion effect results: second-stage regression.














	
	(1)
	(2)
	(3) Same Industry
	(4) Cross Industry
	(5) Same Region
	(6) Cross Region





	NET
	−0.201 ***

(−3.65)
	−0.142 ***

(−2.70)
	−0.042

(−2.75)
	−0.196 ***

(−3.50)
	−0.134 **

(−2.36)
	−0.161 **

(−2.35)



	Same industry
	
	−0.250 ***

(−3.48)
	
	
	−0.317 ***

(−3.85)
	−0.177 **

(−2.22)



	Same region
	
	−0.182 ***

(−3.04)
	−0.285 **

(−3.42)
	−0.122 **

(−1.99)
	
	



	NO_EXEC
	
	−0.007

(−1.07)
	−0.003

(−0.38)
	−0.008

(−1.29)
	0.006

(−0.83)
	−0.017 ***

(−2.68)



	AGE_EXEC
	
	−0.062 ***

(−3.07)
	−0.037

(−1.37)
	−0.075 ***

(−3.55)
	−0.077 ***

(−3.42)
	−0.048 **

(−2.19)



	ABS_ASSET
	
	−5.39 × 10−14

(−0.15)
	−2.92 × 10−14

(−0.03)
	−1.89 × 10−14

(−0.05)
	−1.18 × 10−13

(−0.31)
	−3.26 × 10−14

(−0.10)



	ABS_NO_EXEC
	
	−0.6.93 × 10−4

(−0.10)
	−0.011

(−1.12)
	0.004

(0.57)
	0.005

(0.61)
	−0.006

(0.87)



	ABS_WOMEN
	
	0.519 *

(1.74)
	0.547

(1.32)
	0.515

(1.62)
	0.493

(1.41)
	0.553

(1.63)



	ABS_AGE_EXEC
	
	0.010

(0.91)
	0.018

(1.19)
	0.006

(0.49)
	0.010

(0.79)
	0.011

(0.95)



	Year FE
	no
	Yes
	Yes
	Yes
	Yes
	Yes



	R2-sq
	0.000024
	0.003
	0.003
	0.002
	0.003
	0.003



	No. of obs
	4697720
	4697720
	1675248
	3022472
	2355591
	2342129







The dependent variable is the difference of the donation level between the companies. *, **, and *** indicate significance at the 10, 5, and 1 percent levels, respectively. The OLS coefficients are reported, with the t-statistics in parentheses. Standard errors are corrected for by clustering the error term at the firm level. The constant is omitted.








In Model (1) in Table 4, only the explanatory variable NET was added. In theory, the second-stage regression no longer needs control variables, because the first-stage regression already controls for industry, region, year, size, and other necessary factors. The coefficient is significant at the 1 percent level, and its value is −0.2005498, indicating that two enterprises with social connections are more similar on the donation level. Corporate donation information can be spread through the social network between executives, thereby confirming Hypothesis 1. In Model (2), some control variables were added based on Model (1). First of all, the size and average age of the executives for each firm pair (NO_EXEC and AGE_EXEC) was controlled. These two variables were negatively correlated with the dependent variable. Additionally, the relationship between the NO_EXEC and the dependent variable is not significant, while the AGE_EXEC coefficient is negative and significant, which proves that the aging management team is more stable in terms of donation behavior [26]. Furthermore, the results revealed that the proportion of female executives will affect the similarity of the two donation levels; ABS_WOMEN is the female ratio dissimilarity of the number of executives between firm pairs. The size control variables (asset and executive number) are not significant; however, this does not prove that the impact of size on the level of donation is not significant, as the first-stage model has controlled the firm size. A dummy year was also added to the models.



Furthermore, from the descriptive statistics of Table 2, social connections are more common in the same region. In the first stage of the model, we have controlled the industries and regions, but in order to control the possible heteroscedasticity, two dummy variables (Same industry and Same region) were added in the second stage of the model. Hence, we assume that when the two companies are in the same industry or region, the dummy variable value is 1; otherwise, the dummy variable value is 0. In Table 2, regarding Model (2) we simultaneously added Same industry and Same region dummy variables. Table 4 Model (2) shows that the Same industry and Same region coefficients were negative and correlated significantly with the dependent variables in the full sample. Models (3)–(6) regress the same industry/region models and cross industry/region models, except for Model (3). The conclusions, however, still significantly support Hypothesis 1.



In the second-stage regression, the R2-sq is low, but this is not necessarily caused by the insufficient explanatory power of independent variables. On the one hand, our sample size is very large, which may affect the goodness of fit of the model; on the other hand, this once again reminds us that there are many factors that influence the relationship between social relationships and behavior. It is a field that warrants further study.




4.4. The Empirical Results of the Network Centrality Effect


The results of Table 5 verify Hypotheses 2 and 3A. For Hypothesis 2, the coefficient of network centrality DEGREE is significantly positive (for models (1) to (5): β > 0, p < 5%). This indicates that the higher the centrality of social network, the higher the donation level of the enterprise. Overall, we find strong evidence that companies that are more centrally positioned in a network have higher donation levels, suggesting that social connections not only affect the similarity of firms’ donation behavior, but also influence their total donations. Model (2) confirms that there is a significant positive correlation between the NPC/CPPCC connections and the corporate donation levels. Model (4) contains the interaction item of NPC/CPPCC member connections and social network centrality, and the coefficient of the item is negative (β = −0.7385246, p < 1%). It is concluded that the political connections of NPC/CPPCC members will buffer the network motivation of corporate donations. Thus, in China, a listed company with higher network centrality will provide more donations, but if the company has high NPC/CPPCC member connections at the same time, the positive impact of the political background on donations will be reduced.


Table 5. Network effect on firm level.













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





	DEGREE
	0.0193 ***

(3.29)
	0.019 ***

(3.20)
	0.019 ***

(3.27)
	0.027 ***

(4.09)
	0.015 **

(2.02)



	FIRM_SIZE
	1.241 ***

(16.42)
	1.229 ***

(16.29)
	1.248 ***

(16.47)
	1.228 ***

(16.27)
	1.248 ***

(16.47)



	SLACK_CASH
	2.984 ***

(3.64)
	2.919 ***

(3.57)
	2.985 ***

(3.64)
	2.942 ***

(3.61)
	2.979 ***

(3.63)



	ADVE_INTE
	0.166 ***

(5.12)
	0.162 ***

(5.01)
	0.166 ***

(5.12)
	0.163 ***

(5.06)
	0.165 ***

(5.11)



	AGE_IPO
	−0.063 ***

(−4.58)
	−0.060 ***

(−4.31)
	−0.063 ***

(−4.53)
	−0.059 ***

(−4.28)
	−0.062 ***

(−4.53)



	FIRM_PERF
	5.020 ***

(3.41)
	4.94 ***

(3.38)
	5.000 ***

(3.40)
	4.973 ***

(3.41)
	4.988 ***

(3.38)



	NO_EXCE
	−7.66 × 10−6 **

(−2.01)
	−8.06 × 10−6 **

(−2.12)
	−7.30 × 10−6 *

(−1.92)
	−8.15 × 10−6 **

(−2.11)
	−7.28 × 10−6 *

(−1.92)



	DUALITY
	0.174

(0.89)
	0.178

(0.91)
	0.175

(0.90)
	0.181

(0.93)
	0.174

(0.93)



	LEVERAGE
	0.113 ***

(4.17)
	0.112 ***

(4.20)
	0.115 ***

(4.20)
	0.112 ***

(4.21)
	0.115 ***

(4.20)



	WOMEN
	2.26 ***

(3.08)
	2.212 ***

(3.01)
	2.230 ***

(3.03)
	2.188 ***

(2.98)
	2.236 ***

(3.04)



	REPRESENT_PC
	
	6.573 ***

(3.48)
	
	5.708 ***

(3.04)
	



	BUREAU_PC
	
	
	−1.330

(−1.06)
	
	−1.234

(−0.98)



	DEGREE

* REPRESENT_PC
	
	
	
	−0.739 ***

(−3.06)
	



	DEGREE

* BUREAU_PC
	
	
	
	
	0.0760

(0.79)



	Industry fe
	Yes
	Yes
	Yes
	Yes
	Yes



	Region fe
	Yes
	Yes
	Yes
	Yes
	Yes



	Year fe
	Yes
	Yes
	Yes
	Yes
	Yes



	R2-sq
	0.139
	0.141
	0.139
	0.142
	0.139



	No. of obs
	6581
	6581
	6581
	6581
	6581







The dependent variable is the companies’ donation level. *, **, and *** indicate significance at the 10, 5, and 1 percent levels, respectively. The OLS coefficients are reported, with the t-statistics in parentheses. Standard errors are corrected for by clustering the error term at the firm level. Constant is omitted.








For Hypothesis 3B, the results of Table 5 show that although connections with government officials are negatively correlated with the level of corporate donations, the coefficient is not significant. Hypothesis 3B is reversed; however, this does not prove that there is no relationship between the two. Zhang, Marquis and Qiao [27] only considered the political connections of the CEO; their research identified a significant negative correlation between connections with government officials and corporate donation levels in private listed companies in China. The difference indicates that there may be a more complex relationship between connections with government officials and donation levels. This remains to be further studied.





5. Discussion and Conclusions


Hypothesis 1 in this paper argues that firm pairs with social connections are more similar in their donation level than those without social connections. Resume information was collected from the executives from listed firms in China to establish a matrix of connections between them and demonstrate that the linkages cause their donation behaviors to be more similar. The results from our analysis confirm this hypothesis. Since the Wenchuan earthquake in 2008, charitable donations have become a common method used by Chinese corporations to fulfill their social responsibilities. The level of corporate donations has been a significant concern among the public and stakeholders alike [56]. The externality of the donation decision-making in China deserves serious research. However, the related research mainly focuses on the plight of culture and system [36,57] and provides suggestions on countermeasures [58,59]. Thus, this paper further proves that donation decision-making is affected by social networks, making policy-making externalities seem sensible.



Moreover, Hypothesis 2 argues that there is a positive relationship between social network centrality and the corporate donation level. This hypothesis is confirmed as well. Previous research has concluded that the individual pursuit of prestige and status in society can encourage executives to make decisions in accordance with group ethics. Under these circumstances, executives will try to match the expectations of the network members to their own behavior [17,25]. Based on this, we also tested the relationship between corporate donations and the social network centrality, and proved that the higher the level of social network centrality, the higher the social status, and the higher the level of donation. This finding is in line with another study that examined the impact of director influences on political party donation activity from a network perspective [17]. Similar to our research, the researchers suggested a positive influence of managers’ and directors’ social network centrality on the corporate political donations in their corporations.



Next, Hypotheses 3A and 3B state that the relationships between social network centrality and donation level will be affected by political connections. In other words, we want to examine the impact of the combination of social networks and political networks on corporate donations. The related issues have not been discussed in previous literature. However, previous studies have shown that the government can shape corporate philanthropy through political connections [15,60]. All corporations need to adopt appropriate political strategies to cope with the external environment, and political connections are one of the most important representatives. Our findings partially confirm this hypothesis: we have only found a significant relationship between the NPC/CPPCC member connections and the effect of social network centrality. Therefore, the effects of connections with government officials still require further research.



5.1. Theoretical and Practical Implications


Our study contributes to the literature associated with corporate donation, social networks, and political connections in several ways. To start, we examine the diffusion effect of corporate donations through a social network’s perspective. That verifies some of the views on the externality of decision-making, which are widespread in society [26]. This paper notes that a firm’s donation decisions may be affected by their peers through the social network, providing evidence that decision externalities could also play an important role in corporate donation behavior. The conclusions not only broaden the existing research on charitable donation motivation, but also provide significant references for the government and related institutions to utilize in the formulation of social responsibility management systems. Furthermore, our results complement studies that suggest that corporate executives actively commit to proper social responsibility to enhance their reputation [61]. Companies in the center of a network will receive more attention from their peers, and therefore, may choose to donate in the belief that philanthropy can improve the company’s reputation and status within their network. In particular, we examine the impact of social networks under different political connections; which highlights the importance of the institutional context of CSR studies. The institutional context is especially important in transition countries (e.g., China), as social economic activities can be affected. This leads to the final point: as far as we know, research on the relationship between social networks and corporate donation policies based on the latest data from the Chinese market has not been performed to date. This study is the first attempt in this field; thus, we are able to contribute to theory development while introducing academic audiences to this increasingly relevant domain. We believe that researchers cannot ignore the importance of social and political network in influencing corporate contributions and other corporate public service activities. We can see that social networks, political connections, and donation-related issues are attracting more and more attention in other countries’ markets [26,57,62,63]. Prior literature has focused on the sharing of information between firms’ management [3], as well as the influence of network resources on people’s behavior. Thus, we have reason to believe that our results are interesting enough to motivate further inquiry and research on these issues.



To the best of our knowledge, no prior study has explored the diffusion effect of social networks on corporate donations. Our research may alert firm executives to the significant effect of social networks on donation behavior. In general, executives should realize that different firms may be in different network positions to take advantage of social networks. Such awareness may help to explain the unknown motivation factors of CSR. Then, as both political and corporate networks have significant roles in promoting donations, the government and related agencies should pay attention to the coordination and promotion of political and network conditions while deploying charitable activities. According to the empirical analysis conducted for this article, for the companies with the NPC/CPPCC connections, the government should pay attention to reducing the mutual influence between the social relations and the NPC/CPPCC connections in the process of promoting a company’s philanthropy. In addition, highly interactive platforms for charity should be regarded as a current focus. According to our results, if the government can set up a more convenient donation strategy and a more transparent financial plan for corporations, the spread of philanthropy may be expanded. Social philanthropy would then experience a positive change, and corporations’ influence would be maximized.




5.2. Limitations and Future Research


This study has several limitations. First, we have only explored one dimension of CSR: corporate donation amounts. We are not aware of whether or not a social network would have similar effects on other corporate socially responsible actions. Future studies could explore the effects of the network on other CSR activities.



Second, this study only confirms the impact of social networks on corporate donations. Nowadays, there are many studies on charitable motives. Although this provides a lot of reference for practice and theory in related fields, it also makes the knowledge framework too broad in scope. Future research can dig deeper into the association mechanisms between different motivations. Based on the certain accumulation of research, we can revise and perfect the existing theoretical model, establish new models that are integrated with other motivations, and promote the development of related research.



Finally, nowadays there is a growing interest in social relationships in academia [3,64]. This is because the relationship is a very important element in the governance of firms. With the rise of stakeholder management theory [65,66], it is necessary for companies to use a variety of network relationships to obtain resources needed for development. Thus, the influence of social networks on charity is related to the interaction between enterprises and their stakeholders. Therefore, we account for a measure of the external interaction taking the degree of political connections. In this case, another question that should be raised is whether other variables affect the relationship between network centrality and donations.
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