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Abstract

Fulfilling social responsibilities within the ESG framework has gradually become a core
competitive advantage for sustainable corporate development that also serves to enhance
future returns. Charitable donations constitute a crucial method through which corpora-
tions fulfill social responsibilities and represent a primary indicator in ESG ratings, ratings
that in turn have an impact on future stock market returns. This study, based on data
from listed companies on the Shanghai and Shenzhen stock exchanges from 2018 to 2022,
employed a fixed effects model to analyze the influence of charitable donations on future
returns under ESG rating constraints. The research reveals that ESG rating constraints
can reduce speculative charitable donations and help to optimize the peak value of a
company’s future returns. After a series of robustness tests, including using the one-period
lagged explanatory variable, changing the measurement method of the explained variable,
replacing the ESG with the assignment method for value determination, and considering
the impact of outliers, the conclusion still holds. Heterogeneity analysis indicates that in
state-owned enterprises, companies in a recessionary phase, and industries with lower lev-
els of competition, a decelerating effect of ESG ratings on the impact of charitable donations
on future returns dominates. Conversely, for mature companies, ESG ratings accelerate
the positive effect of charitable donations on future returns. This paper contributes to the
ESG economic consequences literature by offering empirical evidence on corporate social
responsibility implementation under sustainability strategies.

Keywords: social responsibility; sustainable development; ESG rating constraints;
philanthropic donations; future yield; inverted U-shaped curve

1. Introduction

Amidst prevalent global challenges such as climate change, public health crises, and
biodiversity loss, an increasing international focus on the formidable challenges posed by
environmental issues has emerged. In 2020, China articulated its commitment to achieve
carbon peaking by 2030 and carbon neutrality by 2060 at the United Nations General
Assembly, garnering widespread attention for the concept of sustainable development. As
the concept of sustainable development continuously deepens from macro-level strategies
to concrete practices, its focus is progressively shifting toward verifiable and actionable
micro-level implementation. Businesses, serving as pivotal agents in resource allocation
and value creation, directly influence the internalization of environmental externalities and
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the enhancement of social welfare through their operational decisions, thereby position-
ing themselves as crucial actors in translating the principles of sustainable development
into practice. Indeed, the ESG (Environmental, Social, and Governance) framework has
gained traction across the globe as a set of guidelines under which companies can fulfill
environmental, social, and governance responsibilities (Wu et al., 2023). ESG advocates for
enterprises to pursue the integration of economic benefits with societal and environmental
ones in their production and operations, and the rise of ESG is rooted in the market’s ac-
knowledgment and demand for sustainable development (Reber et al., 2022). In contrast to
the traditional risk-return analysis framework, the ESG investment philosophy emphasizes
the performance of enterprises in terms of environment, social responsibility and corporate
governance to achieve a balance between social and economic benefits.

As a vital means of “third distribution”, philanthropy plays an irreplaceable role in
promoting social income equality and fostering shared prosperity (Y. Jiang & Yu, 2021).
Companies that consciously link charitable donations with economic objectives often do
so to align business interests with stakeholder interests. With the deepening resonance
of the ESG concept, an increasing number of enterprises have come to view charitable
donations as a primary method by which to fulfill social responsibilities and enhance
corporate performance.

The Chinese economy has entered a new stage, where the concept of sustainable
development necessitates balanced economic and social progress and aims for equilib-
rium among economic efficiency, ecological harmony, and social equity. Consequently,
the traditional practice of corporations using donations as defensive measures following
adverse events such as environmental pollution and financial manipulation (Godfrey, 2005;
C. Zhang et al., 2018) may have experienced a reduction in efficacy due to constraints
imposed by ESG ratings. ESG ratings feature an “environmental incentive effect” rather
than an “environmental concealment effect” (Q. H. Song et al., 2023). Therefore, within
the overarching goal of profit maximization, it is essential to elucidate how charitable
donations, under the constraints of ESG ratings, influence corporate earnings and in what
manner. Clarifying these issues is essential for mitigating corporate concerns regarding ESG
rating constraints, fostering greater corporate acceptance of ESG principles, and facilitating
more effective corporate fulfillment of social responsibility within the ESG framework. This
in turn, can promote sustainable economic development.

The existing ESG literature extensively discusses the impact of charitable donations on
future benefits for businesses and predominantly emphasizes the positive aspects of charita-
ble donations as a strategic tool. Many authors argue that such donations can assist compa-
nies in building their reputation, enhancing investment attractiveness (L. Chen et al., 2023),
mitigating or concealing the impact of improper conduct or negative information (Godfrey,
2005), obtaining external support, and fostering improvements in corporate performance
(Gu & Peng, 2022). From the perspective of resource dependence theory, companies en-
gage in charitable donations to gain “political dividends” from the government (Dai et al.,
2014), by which they may secure a competitive advantage and increased corporate value.
From the stakeholder perspective, corporate philanthropy can generate positive societal
sentiment and cultivate intangible brand capital, which can also enhance corporate value
(Zhu et al.,, 2019; Pan et al., 2015). Scholars have also approached the subject from an
agency theory perspective, positing that corporate philanthropy is a self-serving activity
that helps companies garner prestige and reputation but does not yield any value in return.
According to this view, charitable donations neither exhibit a “strategic philanthropy”
effect in increasing corporate value nor harm corporate value, as they lack substantive
correlation (Zou, 2019).
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However, the philanthropic landscape in China still exhibits an imbalanced and atypi-
cal development pattern characterized by relatively low donation levels and widespread
speculative donations (Q. L. Zhang, 2016). With the development of philanthropy, corpo-
rate values have correspondingly reached a peak, making it challenging to consistently
maintain an optimal state (Yuan & Wang, 2021). Regrettably, studies on this topic have not
considered the speculative nature of the “peak” of corporate philanthropy, nor have they
addressed the distinct impacts and economic consequences that arise from limitations on
“greenwashing” behavior under the requirements of sustainable development.

With the introduction of China’s strategies for “carbon peaking”, “carbon neutrality”,
and “common prosperity”, the adoption of ESG (Environmental, Social, and Governance)
development principles has become fashionable among enterprises, financial institutions,
and investors alike (Yan et al., 2023). Consequently, the ESG rating business has flourished
and now plays a pivotal role in filtering and guiding investment targets and fund flows
within the investment ecosystem (W. Wang et al., 2023). Whether driven by voluntary
or involuntary motives, enterprises that are increasingly focused on the need for sustain-
able development are placing greater importance on their ESG ratings, thus creating an
ESG-constrained framework for sustainable corporate development. In the long-term, the
question of whether the ESG framework can restrict excessive and suboptimal “green-
washing” behaviors, including charitable donations, and consequently promote balanced
development in both social and economic environments, is worth exploring in detail.

Against this backdrop, this paper explores the effects of charitable donations on
future corporate returns under the ESG framework, both theoretically and empirically.
Employing empirical testing methods, a utility model that considers the impact of charitable
donations was constructed to analyze the influence of corporate philanthropy on future
yield rates. Using data from Chinese A-share listed companies on the Shanghai and
Shenzhen stock exchanges from 2018 to 2022, empirical tests were conducted to assess
the effects, mechanisms, and heterogeneity of corporate philanthropy. This objective
evaluation of the economic consequences of ESG construction aims to provide empirical
evidence for the current development of ESG and the fulfillment of micro-level corporate
social responsibility.

This paper makes marginal contributions to the existing literature in the following
aspects. First, it explores the economic consequences of charitable donations for micro-
enterprises within the overarching framework of ESG sustainable development. This
addresses a gap in previous studies that have overlooked the costs associated with corpo-
rate donations and speculative philanthropy. Consequently, the paper provides a crucial
literature supplement for existing enterprises involved in ESG investments and devel-
opment. Second, in terms of analytical frameworks, the paper considers the potential
economic costs and resource expenditures associated with corporate donations. It con-
structs a theoretical framework for the peak economic benefits of corporate donations
and introduces ESG into the model. From a theoretical perspective, it elucidates the in-
herent mechanisms of how charitable donations impact future corporate returns. This
analysis possesses theoretical reference value for understanding the current effects of ESG
on micro-enterprise economic consequences, providing a general logical framework for
relevant empirical research. Third, in its mechanism analysis, the paper further explores
mechanisms such as the alleviation of financing constraints, risk mitigation, and value
growth. It also takes into account heterogeneity factors such as enterprise lifecycle and
property rights that enhance the depth of the analysis.

This paper is structured as follows. Section 2 begins with a review of the literature
on corporate charitable donations, encompassing existing research on future corporate
returns and ESG ratings. Building on this foundation, we develop the theoretical analysis
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and research hypotheses. The research design and data are then detailed in Section 3. In
Section 4, the empirical results are presented and discussed in depth. Finally, Section 5
concludes the paper by summarizing the key findings, acknowledging limitations, and
suggesting directions for future research.

2. Literature Review and Theoretical Analysis
2.1. The Impact of Charitable Donations on Future Corporate Returns

The influence of charitable donations on corporate returns has been extensively dis-
cussed within the academic community. Research grounded in stakeholder theory reveals
that charitable donations can enhance or improve a company’s intangible assets, such as
its social relationships (Y. Liu & Yin, 2020) and reputation, benefiting stakeholders. The
bolstered reputations that result from charitable donations incentivize internal stakeholders
and foster a sense of pride in increasing productivity, thereby improving the company’s
operational efficiency (Gillan et al., 2021). Charitable donations also enhance external
stakeholders’ trust in the company, reduce credit risk (Barth et al., 2022), alleviate financing
constraints (Tang & Liu, 2022), broaden a company’s customer base (Z. G. Zhang et al., 2016),
and ultimately lead to enhanced corporate performance. Studies based on shareholder
value maximization theory suggest that corporate donations can be viewed as a political
tool, strategically employing donations as a means of transaction. This often involves
acquiring political resources from the government (M. Zhang et al., 2013), paving the way
for the company’s growth and development. With increased resources and opportunities,
company revenue is typically expected to increase accordingly (Fombrun & Gardberg, 2000).
Analyzed from a differentiation strategy perspective, corporate philanthropy can function
instrumentally to divert attention from concerns about low employee compensation or
environmental harm, and may even help to address potential pressure from labor unions
(Y. Q. Gao et al., 2012). It also serves to disguise the negative information (X. L. Li et al,,
2017; Cao & Meng, 2019) and engage in “social cleansing”, whitewashing a company’s
negative image. Although such whitewashing behavior may not be commendable, as
a corporate development strategy, it does enable a company to operate more normally,
remain unaffected by negative news, and potentially yield higher returns due to a more
positive image established through donations.

Various scholars have provided arguments from different perspectives demonstrating
that corporate philanthropic donations can lead to an increase in corporate revenue, but
this research has overlooked the speculative nature of corporate donations. When corpora-
tions engage in speculative philanthropy to offset negative externalities for opportunistic
purposes, it results in rapid growth in corporate costs. For instance, in 2020, the board
of directors of Guizhou Maotai passed a resolution approving four “irregular donation”
proposals totaling 818 million yuan. Due to the potential violation and significant cost
increase associated with these speculative donations, the company faced litigation from
197 shareholders and subsequently suspended them. When negative information is even-
tually revealed externally, there are often significant fluctuations in the stability of the
company’s stock. Any donations made by the enterprise before the emergence of negative
information cannot play a role in improving the enterprise’s image and enhancing its
reputation to cope with the impact of negative information. Therefore, they can only be
regarded as sunk costs, adding to the enterprise’s expenses in vain, price and reputation, re-
ducing the efficiency of corporate investments. Additionally, due to the existence of agency
problems, as the amount of charitable donations increases, there may be dissenting voices
at the shareholder level, offsetting the growth in corporate performance and leading to
higher costs (H. Wang et al., 2008). Cao and Meng (2019) endorse this view, suggesting that
attempts by companies to conceal negative information through donations may result in a
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stock price collapse and trigger excessive investments due to agency problems (Shen et al.,
2020), leading to greater expenditures. Therefore, as corporate philanthropic donations
increase, the gradual rise in resource consumption and cost expenditures associated with
donations leads to a diminishing marginal utility for every unit brought by the corporation.
Consequently, we propose the following hypothesis.

H1. Charitable donations have an inverted U-shaped impact on future corporate returns, initially
increasing and subsequently decreasing.

2.2. ESG Rating Constraints Accelerate the Diminishing Effect of Charitable Donations on Future
Corporate Returns

Donations serve as a significant means by which to fulfill corporate social responsibil-
ity, and speculative donations remain a prevalent issue in China’s philanthropic landscape
(Q. L. Zhang, 2016). Although such donations may temporarily “greenwash” noncompliant
behaviors, they do not contribute to the enhancement of future corporate returns. With
the emergence of the ESG evaluation system, the consideration of corporate social respon-
sibility extends beyond mere charitable donations or any single metric. As an integrated
framework for sustainable development, ESG places greater emphasis on the dual pursuit
of social responsibility and profitability and aims to promote societal balance and long-term
development (S. Li & Huang, 2022). The widespread implementation of ESG rating services
involves numerous evaluating entities, making the extent of constraints on various dimen-
sions of a company ambiguous. However, theoretically, ESG investment, as a strategy for
sustainable corporate development, constrains behaviors that drive value enhancement
solely through individual investments, thus reducing speculative charitable donations.
Actions such as using charitable donations to “greenwash” noncompliant behaviors, such
as wastewater discharge or air pollution, are negatively graded. ESG ratings also curb
excessive donation practices, reduce speculative measures that utilize charitable donations
as negative externalities, and prevent the onset of diminishing economic utility associated
with donations. This, in turn, sustains economic and social sustainability.

For example, in the Maotai donation controversy of October 2021, the latest ESG
rating of 238 A-share companies listed on MSCI (Morgan Stanley Capital International)
was published on the MSCI official website, and Maotai’s ESG rating was downgraded
to the CCC level. A higher ESG rating signifies a better performance in environmental
protection, social responsibility, and corporate governance. In 2021, the China Securities
Regulatory Commission (CSRC) increased its requirements for mandatory disclosure of
ESG reports for listed companies, aiming to reduce speculative actions, such as using
charitable donations for personal gains related to environmental damage and information
manipulation (Godfrey, 2005; C. Zhang et al., 2018). The hope was to address the external
challenges posed to economic and social sustainability through market-oriented means.

For a company to maintain robust sustainable development, a commendable overall
ESG performance is imperative. ESG, as a comprehensive indicator system that emphasizes
holistic balance, serves to curtail excessive charitable donations, preventing the onset
of diminishing marginal utility and ensuring that the company’s overall utility remains
maximized. This, in turn, mitigates instances of speculative philanthropy.

The reduction in speculative charitable donations can result in a transformation of
corporate revenue. ESG ratings diminish speculative donations, limiting the increase in
charitable contributions, thus reducing the quantity of charitable donations at the point
of maximum future corporate returns. Furthermore, given ESG’s comprehensive nature,
companies with higher ESG ratings are generally perceived favorably by the public since
they typically align with environmentally friendly practices (W. Wang et al., 2023), better
corporate liquidity (K. Song et al., 2022), and higher investment efficiency (J. Gao et al,,
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2021), thereby increasing the likelihood of enhanced corporate revenue—a phenomenon
referred to as the “incentive effect”.

Consequently, investors tend to increase short-term investments and stock purchases
in companies with high ESG ratings. This is reflected in capital markets through stock
price surges that often lead to rapid short-term improvement in corporate revenue. This
accelerated realization of higher future corporate returns, even if it precedes the peak
between charitable donations and the future corporate rate of return, reshapes the inverted
U curve relationship between charitable donations and future corporate returns. We offer
the following additional hypotheses.

H2a. ESG ratings reduce speculative philanthropic donations.
H2b. ESG rating constraints advance the peak impact of charitable donations on future corporate returns.

3. Data Sources and Features

3.1. Data Sources and Model Design
3.1.1. Data Sources

The release of the Code of Corporate Governance for Listed Companies by the China
Securities Regulatory Commission (CSRC) in 2018 marked the beginning of China’s com-
prehensive ESG regulatory requirements in areas such as securities trading, green finance,
and social responsibility (X. Y. Chen, 2025). Therefore, we selected data from 2018 to 2022
for companies listed on the Shanghai and Shenzhen A-shares exchanges. The future earn-
ings of companies were sourced from the Wind database operated by Wind Information
Technology Co., Ltd., and data on speculative philanthropic donations were gathered
manually from the announcements of each listed company. Other data were obtained
from the China Stock Market and Accounting Research (CSMAR) database. Following the
common approach in the literature, we excluded data from the financial and insurance
industries, ST or *ST data, and samples with substantial amounts of missing observations
(Guo et al., 2024). Tail truncation at 1% was applied to continuous variables (G. M. Zhang,
2025). The final sample consisted of 2625 observations, comprising 525 companies.

3.1.2. Model Design

This study primarily employed the fixed-effects model. To test the hypotheses pro-
posed earlier, we first constructed Model (1) to assess the impact of charitable donations on
future company returns. Subsequently, we built Model (2) to examine the impact of ESG
rating constraints on charitable donations. Finally, Model (3) was constructed to investigate
the impact of charitable donations on company returns under ESG constraints.

RET = &g + aqDona + ayDona? + a3Controls + Year + Industry + ¢ (1)

Dona = 6y + 6;ESG + Controls + Year + Industry + ¢ (2)

After considering ESG rating constraints,

RET = By + B1Dona + BrDona? 4 B3DonaESG + B4Dona’ESG + Controls + Year + Industry + ¢ 3

In this context, the dependent variable RET represents the annual risk-adjusted stock
rate of return of the firm. Dona represents corporate charitable donations, and Dona? is
its squared term. Controls denotes the control variables introduced into the model. Year
and Industry respectively stand for year fixed effects and industry fixed effects, and &
is a random disturbance term. Robust standard errors clustered at the firm level were
employed when estimating the model parameters.
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3.2. Variable Definitions

Measurement of Firms’ Future Rates of Return (RET): This was assessed based on
each firm’s stock performance. That is, RET = Annual stock rate of return considering cash
dividend reinvestment—Annual risk-free interest rate. The annual risk-free interest rate
was proxied by the one-year China government bond rate (C. N. Zhang, 2023).

Measurement of Corporate Opportunistic Charitable Donations (Dona): Approxi-
mately 580,000 corporate announcements were collected through web crawling various
types of announcements released daily. Announcements related to corporate donations,
and those made after the publication of negative reports about a company, were extracted.
The donation amounts mentioned in the announcements were manually extracted, and
for those without specified amounts, the disclosed social donations in the China Stock
Market and Accounting Research (CSMAR) database were used. Specifically, we measured
Corporate Opportunistic Charitable Donations (Dona) by taking the natural logarithm of
the donation amount disclosed in the corporate social responsibility reports, after adding

v

one. The web crawling process included keywords such as “tax evasion”, “tax avoidance”,

v v ”oou 77

”contradiction”, “pollution”, “deterioration”, “exacerbation”, “emission”, “exhaust gas”,
“wastewater”, “excess emission”, “closure”, “violation”, “illegal”, and “harmful”. These
terms served to describe the phenomenon of companies making donations after negative
information reports, and incorporating additional keywords did not alter the main results.

Measurement of ESG: The Huazheng ESG evaluation indicators were used for ESG
ratings. Specifically, ESG scores ranging from 0 to 100 standardized points were obtained
and used in the models.

The selected control variables were as follows: (1) Book-to-market ratio (BTM). This
ratio determines the market value of a company relative to its actual value, distinguishing
the true value of listed companies. If the ratio is higher than 1, the stock is said to be
undervalued. (2) Turnover rate (Turn). Turnover rate reflects the liquidity of a company’s
stock; a higher turnover rate indicates more active stock trading. (3) Firm size (Size).
Larger companies are more likely to achieve economies of scale and generally have higher
earnings (Agarwal & Audretsch, 2001). (4) Profitability (Roa). A stronger profitability
indicates higher profit-making ability, reflecting higher corporate value (Xian & He, 2005).
(5) Shareholding ratio of the top ten shareholders (LR). The higher the shareholding level
of major shareholders, the stronger their control over the company, affecting corporate
decisions and future earnings (Xu & Li, 2021). (6) Debt-to-equity ratio (Lev). A higher
debt-to-equity ratio may lead to more severe financing constraints, increased financial risk,
and a higher probability of reduced future earnings for a company. (7) Corporate age (Age).
Companies of different ages may have different cost structures; older companies may
exhibit organizational inertia, which can impact company performance (Barnett & Salomon,
2006). (8) Ownership nature (State). The selection of whether a company is state-owned
controls for the influence of ownership type. (9) Board size (Board). The board, as the most
crucial internal governance mechanism, exercises supervisory and advisory functions over
a corporation (F. Jiang et al., 2020). (10) Ownership concentration (Dttoprc). This variable
reveals the financial risk of the company and the level of shareholder protection against
debt. A lower ratio indicates smaller financial risk and better corporate performance (C.
Zhang et al., 2018). (11) Cash flow (Cash). The more free cash flow a company has, the more
funds are available for social responsibility and charitable donations. High operational
flexibility is favorable for enhancing corporate value. Specific variable definitions and
measurements are illustrated in Table 1.
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Table 1. Variable Definitions and Measurements.

Variable Names

Variable Symbols

Unit

Measurement Methods of Variables

Annual stock return rate considering cash dividends

. ’ o
Firm'’s Future Return Rate RET o reinvestment—Annual risk-free interest rate
Corporate Charitable Donations Dona ~ Logarithm of th.e sum of d.or}a'tlon amounts disclosed in
social responsibility reports + 1
. Dona’® Square of Dona
ESG Constraints ESG - Huazheng rating data (scaled from 1 to 100 points)
Book-to-Market Ratio BTM _ Total assets/Total market value
Turnover Rate Turn % Sum of daily turnover rates within the year
Firm Size Size _ Logarithm of the total assets of the firm
Profitability Roa % Net profit/Total assets
Shareholding Ratio of Major LR % Sum of the shareholding ratios of the top ten shareholders
Shareholders o s
Debt-to-Equity Ratio Lev Yo Total liabilities / Total assets
Corporate Age Age _ Observation year (current statistical cutoff date)—IPO year
Ownership Nature State ~ Dummy variable, tal.<es the value of 1 fpr state-owned
enterprises, and 0 otherwise
Board Size Board ~ Logarithm of the sum of the number of directors
on the board + 1
Ownership Concentration Dttoprc _ Total liabilities/ Total equity
Cash Flow Cash Net cash flow from operating activities /Closing stock price

on the last trading day of the year

4. Empirical Analysis
4.1. Descriptive Statistics

Table 2 presents the key descriptive statistics. The mean of the market rate of return
(RET) for the sampled period was —2.2985, with a standard deviation of 0.7087, a minimum
value of —3.8127 and a maximum value of 1.4813, indicating an overall downward trend in

future rates of return during this time period. The variable for charitable donations (Dona)

showed a notable difference between the maximum value of 18.9154 and the minimum

value of 2.0666, with a standard deviation of 2.0666. This suggests a significant disparity in

the levels of charitable donations between the sampled companies.

Table 2. Data description.

Standard

Variable Observations Mean . .. Minimum Maximum
Deviation
RET 2625 —2.2985 0.7087 —3.8127 1.4813
Dona 2625 4.8272 2.0666 0.1823 18.9154
Dona? 2625 0.1046 5.2505 0.0000 268.9600
ESG 2625 75.5461 5.7590 36.6200 91.4600
BTM 2625 0.6733 0.2834 0.0448 1.5592
Turn 2625 554.3063 534.8639 7.2479 8028.7980
Size 2625 4.5686 17.8550 0.0364 273.3190
Roa 2625 0.0489 0.0826 —1.3584 0.7859
LR 2625 60.6766 15.0140 15.9300 97.9300
Lev 2625 0.4293 0.1929 0.0143 0.9886
Age 2625 11.0419 8.0858 1.0000 30.0000
State 2625 0.3029 0.4596 0.0000 1.0000
Board 2625 2.2368 0.1780 1.6094 2.9444
Dttoprc 2625 1.1187 2.1586 0.0145 86.7639
Cash 2625 2.8118 15.7662 —23.1597 359.6100
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4.2. Correlation Analysis

Table 3 presents the results of the correlation analysis for the key variables. There was
a weak correlation among the variables in the model. Additionally, the Variance Inflation
Factor (VIF) values for each variable were significantly below 10, suggesting the absence of
substantial multicollinearity.

Table 3. Correlation Analysis Results

Variable Dona Dona? BTM Turn Size Roa LR Lev Age State Board Dttoprc  Cash
Dona 1.0000

Dona 013 1 0000

BtM %1380 9009 1.0000

Tun 0292 _go19 7028 5000

Sige 03204 gz 02769 01623y 5500

Roa 0'}266 0.0060 _8;%639 0.0300 _0,;9444 1.0000

(R 0139 00353 o0 00835 091 01277 o

Lev 01996 go0e0 04393 01869 0.2%29  —0.2866 4179 10000

nge V7 (o 0372 03609 01284 0124 02457 03407 g0

sate 169 (g 03553 0299 02485 00862 00887 02793 0467 g0

Board 0173 00589 0le6  —0.0423 00847 oo oo 00%2 01914 02526 oo

Dttopre 0% _ggorg 02087 —007L 01382 01970 g 4 02025 OIS 012865510 10000

Cosh 02284 00417 01669 00128 07141 oo 01754 00874 00797 01698 01207 oo oo

Note: Table 3 provides correlations between thirteen variables. The superscripts ***, **, and * indicate significance
at 1%, 5%, and 10% levels, respectively.

4.3. Regression Analysis

Regression analysis was conducted on the sample data using Equations (1)—(3), and
the baseline regression results are presented in Table 4. Column (1) represents the impact
of charitable donations on future stock market rates of return without considering ESG,
column (2) depicts the influence of ESG rating constraints on corporate opportunistic
charitable donations, and column (3) illustrates the impact of charitable donations on future
stock market rates of return considering ESG constraints. In column (1), the coefficient of
the squared charitable donation variable (Dona?) is —0.0023 (p < 0.01). This suggests that
the future rate of return (RET) is a quadratic function of charitable donations, implying
an inverted U-shaped relationship between charitable donations and future corporate
returns. Economically, as charitable donations increase, the future rate of return gradually
increases (« = 0.0096, p < 0.05) until reaching a critical point, after which further charitable
donations lead to a gradual decline in the future rate of return (« = —0.0023, p < 0.01). Thus,
Hypothesis 1 is validated. In column (2), the ESG coefficient is negative and significant
at the 1% level, indicating that ESG rating constraints can reduce opportunistic charitable
donations to some extent. Hypothesis 2a is confirmed.

Further estimation of the inflection point of the inverted U-shape was also conducted.
According to the U-test, the inflection point for the function of charitable donations and
future corporate returns is 2.08. In the left interval, where charitable donations are in
the range of 0.18 to 2.08, the slope of the curve is 0.008 (p < 0.05). In the right interval,
where charitable donations are in the range of 2.08 to 18.92, the slope of the curve is —9.42
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(p < 0.01). This indicates that the slopes in the two intervals have opposite signs (p < 0.05),

indicating an inverted U-shaped relationship (Figure 1).

Table 4. Estimation Results.

. ® 2) 3)
Variable RET Dona RET
ESG —0.7990 ***
(—3.0993)
Dona 0.0096 ** —0.0318
(2.1145) (—0.8681)
Dona? —0.0023 *** 0.0019
(—7.9006) (0.6655)
ESG x Dona 0.0009 *
(1.8638)
ESG x Dona? —0.0006 ***
(—2.6188)
BTM —0.9186 *** —494.5209 —1.1609 ***
(—18.5844) (—0.6202) (—22.2923)
Turn 0.0007 *** —0.1725 0.0002 ***
(4.9240) (—1.1286) (8.8586)
Size 0.0003 77.0650 ** 0.0012
(0.5592) (2.2879) (1.1551)
Roa 0.7755 *** 458.4335 0.7823 ***
(6.6512) (0.1831) (4.6369)
LR —0.0009 9.4070 —0.0011
(—1.3404) (0.9388) (—1.2776)
Lev 0.5800 *** —684.3735 0.6354 ***
(9.0728) (—0.4716) (7.5811)
Age 0.0043 *** 23.3792 0.0085 ***
(3.0490) (1.0892) (4.2833)
State 0.0302 —701.7180 0.0006
(1.4655) (—1.5962) (0.0186)
Board —0.0840 * 1187.9887 —0.1559 **
(—1.7040) (1.3956) (—2.1768)
Dttoprc —0.0106 *** 267.7730 —0.0221 ***
(—2.8923) (1.0374) (—3.3922)
Cash 0.0016 ** 136.8017 0.0017
(2.0687) (1.5941) (1.5115)
Constant —1.8804 *** —80.9692 *** —1.7756 ***
(—15.6346) (—2.6585) (—10.2283)
Sample size 2625 2622 2622
R-squared 0.667 0.125 0.240
Year FE YES YES YES
Industry FE YES YES YES
F-value 40.05 4.281 54.86

Note: The superscripts ***, **, and * indicate significance at 1%, 5%, and 10% levels, respectively. The t-statistics
are reported in parentheses below the estimated coefficients.

Column (3) incorporates the interaction terms between corporate charitable donations,
squared charitable donations, and ESG. After decentralization, the regression results indi-
cate that the coefficient of the squared charitable donation term and the ESG interaction
term (ESG x Dona?) is —0.0006 (p < 0.01). Economically, under ESG constraints, the rela-
tionship between corporate charitable donations and future corporate returns still exhibits
an inverted U-shaped pattern. Further graphical examination, as depicted in Figure 2,
reveals that compared to the scenario without considering ESG constraints, the inflection
point shifts to the left under ESG constraints, and the curvature of the function narrows. In
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economic terms, under ESG rating constraints, corporate motives and strategies to mitigate
opportunistic behavior through charitable donations are optimized at lower levels, leading
to an earlier attainment of the optimal point by the firm. Additionally, ESG evidently
alters the instantaneous rate of change in corporate charitable donations concerning future
returns. Specifically, the steepness of the relationship between charitable donations and
future returns is enhanced by ESG performance. Under high ESG performance, the steep-
ness of the inverted U-shaped relationship between charitable donations and future returns
deepens. Hypothesis 2b is supported.

mThe impact of charitable donations on the future eamnings of companies.
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Figure 2. A Study on the Impact of Charitable Donations on Corporate Value under ESG Constraints.

Moreover, the impacts of other control variables on future corporate returns generally
align with theoretical expectations. Specifically, the turnover rate (Turn), profitability
(Roa), leverage (Lev), and company age (Age) coefficients are positive, indicating that
higher turnover rates, stronger profitability, higher leverage, and longer company existence
are associated with higher future returns. Conversely, the book-to-market ratio (BTM),
board size (Board), and ownership concentration (Dttoprc) coefficients are negative. These
findings are consistent with the research of Xu and Li (2021).

4.4. Robustness Tests
4.4.1. Lagged Regression

In this study, the core explanatory variables, charitable donations (Dona, Dona?), were
also regressed with a lag of one period. As indicated in Table 5, column (1), the squared
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value of charitable donations exhibited a negative correlation with future returns. This
suggests the existence of an inverted U-shaped relationship between charitable donations
and future firm returns. In column (2), the coefficient of the interaction term between
lagged charitable donations and ESG is significantly negative, indicating that even after
considering the constraining impact of ESG, charitable donations still demonstrate an
inverted U-shaped correlation with future returns.

Table 5. Robustness Tests Results.

Change in Measurement

Lagged One Period Approach for Replacement of ESG with Consideration of
Variables Explanatory Variables Dependent Variable Imputation Method Outliers’ Influence
(4] (2) (3) @ (5) (6) (7) ®)
RET RET TobinQ TobinQ RET RET RET RET
LDona —0.0024 0.0234 * 0.0333 *** 0.0304 ** 0.0096 ** 0.0250 ** 0.0082 * 0.0256 **
(—0.3874) (1.7140) (3.3438) (2.5259) (2.1145) (2.0642) (1.9027) (2.1128)
LDona? —0.0013 *** —0.0007 —0.0067 *** —0.0009 —0.0023 *** —0.0063 *** —0.0024 *** —0.0062 ***
(—3.7054) (—0.3045) (—9.1979) (—0.5499) (—7.9006) (—8.3739) (—8.3430) (—8.4351)
LDona x ESG 0.0058 * 0.0052 ** 0.1323 ** 0.0052 **
(1.7665) (2.5581) (2.4535) (2.4471)
LDona? x ESG —0.0011 ** —0.0011 *** —0.0247 ** —0.0011 **
(—2.2957) (—3.7300) (—2.1159) (—2.3321)
BTM —0.7519 *** —4.3858 *** —4.5707 *** —4.5716 *** —0.9186 *** —4.5681 *** —0.8763 *** —4.5704 ***
(—12.9887) (—27.0763) (—28.8620) (—29.3617) (—18.5844) (—29.3468) (—19.7721) (—29.2620)
Turn 0.0003 *** —0.0002 *** —0.0002 *** —0.0002 *** 0.0001 *** —0.0002 *** 0.0001 *** —0.0002 ***
(8.4614) (—4.6127) (—5.1098) (=5.1176) (4.9240) (—5.1420) (5.2330) (—5.1266)
Size 0.0008 * 0.0028 *** 0.0018 0.0019* 0.0003 0.0019 0.0003 0.0019
(1.7280) (2.9980) (1.4648) (1.7097) (0.5592) (1.5494) (0.6683) (1.5945)
Roa 1.7474** 1.5530 *** 1.4049 *** 1.6051 *** 0.7755 *** 1.6104 *** 0.9656 *** 1.5932 ***
(2.3866) (3.1456) (3.1872) (3.8471) (6.6512) (3.8804) (7.8873) (3.7881)
LR —0.0001 —0.0007 —0.0003 —0.0002 —0.0009 —0.0001 —0.0012** —0.0002
(—0.1461) (—0.4565) (—0.2179) (—0.1205) (—1.3404) (—0.1025) (—1.9881) (—0.1320)
Lev 0.5129 *** —0.3741* —0.3360 * —0.3584 * 0.5800 *** —0.3591 % 0.6369 *** —0.3571*
(5.2196) (—1.9611) (—1.7963) (—1.9358) (9.0728) (—1.9390) (7.8423) (—1.9252)
Age 0.0060 *** 0.0058 * 0.0053 0.0048 0.0043 *** 0.0049 0.0039 *** 0.0048
(4.1880) (1.7744) (1.5936) (1.4227) (3.0490) (1.4430) (3.0242) (1.4362)
State 0.0519 ** 0.1305 ** 0.1081* 0.1270 ** 0.0302 0.1235 ** 0.0351* 0.1246 **
(2.4239) (2.2048) (1.9318) (2.2572) (1.4655) (2.1997) (1.7918) (2.2161)
Board —0.0668 —0.2895 ** —0.1629 —0.1456 —0.0840 * —0.1541 —0.0666 —0.1545
(~1.0716) (—2.0183) (—1.2369) (—1.1282) (—1.7040) (—1.1893) (—1.4497) (—1.1926)
Dttoprc —0.0208 0.0497 ** 0.0622 ** 0.0622 ** —0.0106 *** 0.0633 ** —0.0340 ** 0.0633 **
(—1.2783) (2.1270) (2.4508) (2.5020) (—2.8923) (2.5343) (—2.5369) (2.5379)
Cash 0.0007 0.0076 0.0114 ** 0.0098 * 0.0016 ** 0.0103 * 0.0057 ** 0.0103 *
(1.1024) (1.5458) (1.9881) (1.7614) (2.0687) (1.8518) (2.2526) (1.8559)
Constant 0.3160 ** 5.4842 *** 5.2822 *** 5.2537 *** —1.8804 *** 5.2906 *** —1.9384 *** 5.2935 ***
(2.2513) (15.0083) (15.5000) (15.6885) (—15.6346) (15.7204) (—16.6074) (15.6832)
Sample Size 2339 2337 2625 2619 2625 2619 2625 2619
R-squared 0.293 0.724 0.705 0.708 0.667 0.707 0.693 0.707
Year FE YES YES YES YES YES YES YES YES
Industry FE YES YES YES YES YES YES YES YES
F-value 2222 77.06 81.75 74.11 40.05 74.03 48.44 73.73

Note: The superscripts ***, **, and * indicate significance at 1%, 5%, and 10% levels, respectively. The t-statistics
are reported in parentheses below the estimated coefficients.

4.4.2. Change in Future Returns Measurement

We also modified the measurement of future returns using Tobin’s Q, representing
firm value, as a proxy variable for earnings. The estimation was then re-conducted, and
these regression results are presented in Table 5, columns (3) and (4). The squared value
of charitable donations continues to have a significantly negative coefficient on Tobin’s Q,
and in the presence of ESG impact, the corresponding interaction term coefficient remains
significantly negative, further validating the robustness of the baseline regression results.

4.4.3. Change in ESG Measurement

To mitigate the interference caused by variations in ESG measurements, we employed
an imputation method to re-measure ESG. Specifically, drawing on the research of Fang
and Hu (2023), this study adopted the Huazheng ESG Rating System and assigned ordinal
values (1-9) to the rating results (ranging from C to AAA), thereby constructing the ESG
score variable, and reevaluated the impact of ESG on the economic consequences of chari-
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table donations through our regression analysis. The results in Table 5, columns (5) and
(6), show that even under different measurement approaches, the estimated coefficients
of ESG on the economic consequences of corporate charitable donations (RET) remained
significant, consistently supporting the main conclusions.

4.4.4. Consideration of Outliers

In order to eliminate the influence of extreme values, we applied a 1% winsorization
to all continuous variables and reran our regression estimations. Columns (7) and (8) in
Table 5 present these new regression results, which confirm the robustness of the baseline
regression to outliers.

4.5. Heterogeneity Analysis

Given the significant differences among enterprises in ownership nature, lifecycle
stage, and industry competitiveness, the impact of charitable donations on future corporate
earnings may exhibit varying intensities across different types of companies. Recognizing
this, we carried out heterogeneity analysis from the following three perspectives.

4.5.1. Heterogeneity in Ownership

The influence of ESG on the relationship between charitable donations and future
corporate earnings may differ based on the varying ownership of enterprises. To deal with
this possibility, we employed a group regression approach, and the relevant results are
presented in Table 6. Columns (1) and (2) of Table 6 report the outcomes of the group
regression. In the state-owned enterprises group, the coefficient of the squared term of
charitable donations in interaction with ESG is negative (p < 0.01), but no significant
relationship was observed in nonstate-owned enterprises. This suggests that compared
to nonstate-owned enterprises, the impact of ESG on the relationship between charitable
donations and future corporate earnings is more pronounced. The reason for this may be
that state-owned enterprises, due to their inherent political attributes, face higher public
pressure and societal expectations, necessitating greater consideration of environmental
protection and corporate governance issues. Contrary to this, nonstate-owned enterprises
may view social responsibility fulfillment through charitable donations as the most costly
aspect of their ESG investments in terms of expenditure. Consequently, the impact of ESG
investments on the relationship between charitable donations and future nonstate-owned
corporate earnings is not statistically significant.

4.5.2. Lifecycle Heterogeneity

The concept of the corporate lifecycle was initially proposed by Mason Haire (1959),
who asserted that enterprises are socio-economic organizations characterized by a lifecycle
akin to that of a biological entity in which they progress from birth to death, and subse-
quent research has found significant differences in aspects such as size and profitability
across various stages of the corporate lifecycle (Wei, 2005). Consequently, the operational
conditions and characteristics of enterprises also differ at different lifecycle stages. For
instance, newly established enterprises may experience “new venture disadvantages” (Xie
et al., 2019). Therefore, the impact of corporate social responsibility (CSR) on enhancing
corporate value may vary across different lifecycle stages. Drawing inspiration from S. Y.
Liu et al.’s (2020) research, we next employed a classification based on the combinations of
operating net cash flow, investing net cash flow, and financing net cash flow to categorize
the lifecycle stages of the sampled companies. The companies were classified into “growth
stage” (LifeCycle = 1), “mature stage” (LifeCycle = 2), and “decline stage” (LifeCycle = 3)
groups and subjected to group regression analysis.
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Table 6. Heterogeneity Analysis Results
State-Owned Nonstate- . High Low
Enterpri Owned Growth Stage Mature Stage Decline Stage C tition Level c tition Level
. prises R ompetition Leve ompetition Leve
Variables Enterprises
1) (2) (3) @) (5) (6) (7)
RET RET RET RET RET RET RET
Dona 0.0587 *** 0.0370 0.0318 —0.0300 0.0162 0.0271 *** 0.0308 ***
(2.6524) (1.4567) (0.7701) (—1.3965) (1.0595) (2.6107) (3.2110)
Dona? 0.0007 0.0737 —0.3250 ** —0.3867 *** 0.1413 ** —0.0029 —4.7710
(0.3007) (0.2762) (—2.1621) (—3.9880) (2.3128) (—0.9114) (—1.1082)
Dona x ESG —0.0003 0.0116* 0.0016 0.0046 —0.0014 0.0025 0.0048 ***
(—0.1096) (1.7678) (0.1840) (1.4626) (—0.6824) (1.5893) (3.1069)
Dona? x ESG —0.0010 *** —0.0018 0.0011 0.0015 *** —0.0006 ** —0.0001 —0.0012 ***
(—2.9019) (—1.3108) (0.4111) (3.8766) (—2.0477) (—0.3746) (—3.5159)
BTM —3.8054 *** —5.5795 *** —0.5551 —1.0451 *** —1.0760 *** —1.2875 *** —0.8373 ***
(—10.1820) (—20.7086) (—1.2570) (—3.8316) (=7.0472) (—17.3264) (—12.9649)
Turn —0.0004 *** —0.0002 *** 0.0001 0.0001 0.0002 *** 0.0002 *** 0.0002 ***
(—3.8009) (—3.9901) (1.0809) (0.5312) (2.7572) (6.8409) (6.2116)
Size 0.0007 0.0135* 0.0535 ** —0.0124 0.0002 0.0021 0.0010
(0.8406) (1.7467) (2.3852) (—0.6317) (0.2638) (0.7761) (0.8075)
Roa 45933 *#* 0.8759 0.7092 1.1044 0.8626 ** 0.8793 *** 0.1633
(3.4530) (1.4627) (1.2581) (1.5868) (2.5177) (4.2508) (0.5582)
LR —0.0009 —0.0002 —0.0060 0.0034 —0.0012 —0.0009 0.0002
(—0.3363) (—0.0904) (—1.0626) (0.6997) (—0.5687) (—0.6685) (0.1302)
Lev 0.1218 —0.3687 * 0.8488 —0.0068 0.6506 *** 0.6791 *** 0.1174
(0.2981) (—1.8996) (0.8282) (—0.0088) (3.5660) (6.1017) (0.9239)
Age —0.0040 0.0095 0.0069 0.0121 0.0028 0.0125 *** 0.0054 **
(—0.6681) (1.5957) (0.6781) (1.2366) (0.7726) (4.5118) (2.0509)
State 0.0286 0.0469 0.0520 —0.0078 0.0398
(0.2577) (0.3823) (0.9733) (—0.1683) (0.9511)
Board —0.3491 0.0864 —0.4954 —0.1565 —0.1968 —0.3463 *** 0.0626
(—1.5087) (0.3797) (—1.2346) (—0.5035) (—1.4297) (=3.3751) (0.7117)
Dttoprc 0.0150 0.0046 —0.1080 0.0535 —0.0283 *** —0.0181 ** —0.0218
(0.4758) (0.4018) (—0.8535) (0.3747) (—3.6926) (—2.3887) (—1.5827)
Cash 0.0032 * —0.0067 —0.1121 *** 0.0147 0.0089 *** 0.0061 0.0002
(1.8145) (—0.8040) (—2.8425) (0.6200) (2.6446) (1.1408) (0.1867)
Constant 5.222(0 *** 5.3930 *** —1.1738 —1.6490 * —1.5174 *** —1.3237 *** —2.2784 ***
(6.8933) (8.9802) (—0.9307) (—1.7757) (—4.7456) (—5.4003) (—9.8453)
Sample Size 977 1824 63 110 526 1490 1449
R-squared 0.672 0.597 0.778 0.746 0.676 0.254 0.196
Year FE YES YES YES YES YES YES YES
Industry FE YES YES YES YES YES YES YES
F-value 14.59 46.71 2.14 5.15 9.33 33.44 23.25

Note: The superscripts ***, **, and * indicate significance at 1%, 5%, and 10% levels, respectively. The t-statistics
are reported in parentheses below the estimated coefficients.

The results in columns (3) to (5) in Table 6 demonstrate that the coefficient of the
squared term of charitable donations in interaction with ESG is significantly positive
for mature-stage companies, significantly negative for decline-stage, and not statistically
significant growth-stage companies. In economic terms, companies in the growth stage face
certain “new venture disadvantages”, with higher survival risks. Due to capital constraints,
they may be unable to engage in extensive ESG investments, or their investment levels may
not be sufficient to yield returns.

Companies in the mature stage possess fully mature production and operation sys-
tems, and their efficiency has reached its maximum. At this point, to obtain more returns,
they may elect to pursue comprehensive development of ESG items in order to achieve
high ESG ratings. Initially, this may lead to increased corporate expenditures. However,
when ESG investments yield increased returns, such as attracting more external invest-
ments, the returns from ESG outweigh the expenditures, resulting in an enhancement of
corporate profitability.

After experiencing growth and maturity stages, companies in the decline stage can
no longer attain additional profits. To facilitate further development, these companies
may choose to realign various production factors with ESG. As they achieve a high ESG
rating or attract more investments and benefits, their profits increase. However, when
the production factors reach an optimal matching level and the income generated by ESG
investments is insufficient to offset the associated costs, future earnings decline.
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4.5.3. Heterogeneity in Industry Competitiveness

Industry competitiveness reflects the intensity of competition for limited resources
and significantly influences corporate value. When industry competitiveness is low, mo-
nopolistic enterprises can shift production costs to other enterprises in the same industry
to maintain their operating profits. Such motivation to transfer costs and risks when fac-
ing external shocks (Zhao et al., 2025) may affect the effectiveness of ESG responsibility
fulfillment on corporate survival.

Building upon this concept, we borrowed from existing research methods and used the
Herfindahl-Hirschman Index (HHI) to assess the industry competitive environment, where
smaller HHI values indicate more intense industry competition. The sample was divided
into two groups based on the annual median, and group regression was performed once
again based on these groupings, as shown in Table 6, columns (6) and (7). In markets with
lower competition, the squared term coefficient of charitable donations is negative (p < 0.01),
but in markets with higher competition levels, this relationship is not present. These results
indicate that in markets with lower competition, the constraint of ESG ratings on charitable
donations exhibits an inverted U-shaped effect on the enhancement of corporate value,
initially promoting it then later inhibiting it. This could be due to the fact that in markets
with lower competition, competition strategies are relatively nonexistent, making the
marginal utility and value enhancement brought by ESG investments more substantial and
thus exerting a more significant impact on corporate value. In contrast, in enterprises with
higher competition, the market already has a sufficient array of diversified competitive
strategies. Therefore, ESG, as a strategic means for value enhancement does not offer a
substantial competitive.

5. Conclusions

This study empirically examined the impact of charitable donations on future earnings
under ESG sustainable development constraints using a sample of A-share listed com-
panies on the Shanghai and Shenzhen stock exchanges from 2018 to 2022. The research
findings indicate the following. (1) Charitable donations, within a certain limit, promote an
increase in future earnings, but beyond that limit, they exhibit an inhibitory effect. (2) ESG
rating constraints can mitigate speculative motives behind corporate charitable donations.
(3) ESG sustainable development requirements reduce the level of corporate charitable
donations, primarily by decreasing speculative donations, thus advancing the peak impact
of charitable donations on future earnings. These results are also robust to several differ-
ent model specification and potential data issues. (4) Heterogeneity analysis revealed a
significant impact of charitable donations on future earnings in state-owned enterprises
but not for nonstate-owned enterprises. When categorizing companies based on cash
flow characteristics to determine their lifecycle stages, the inverted U-shaped relationship
between charitable donations and future earnings was only apparent in the decline stage,
instead showing a U-shaped pattern in the mature stage, and no significant correlation in
the growth stage. These findings imply that under the overarching requirements of ESG
sustainable development, companies subject to ESG constraints face reduced whitewashing
motives and expenditures associated with “negative externalities” in charitable donations,
ultimately enhancing future earnings over the long-term. From a theoretical perspective,
this study elucidates the inherent mechanisms of how charitable donations impact future
corporate returns. This analysis possesses theoretical reference value for understanding
the current effects of ESG on micro-enterprise economic consequences, providing a general
logical framework for relevant empirical research.

In addition, the findings of this study have significant practical implications. Based on
the above conclusions, we make the following policy recommendations. (1) Companies
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should intensify their focus on ESG principles. However, the establishment of a sustainable
development ideology should not be limited to the singular dimension of corporate social
responsibility but should instead encompass multiple dimensions, including environmental
and internal governance aspects. This approach may be able to balance the maximization
of social and economic benefits by both reducing speculative donations and maximizing
corporate social impact. (2) Governments should strengthen the supervision of corporate
charitable donations in an attempt to minimize speculative donation behaviors that come
at the cost of negative externalities such as environmental pollution or the manipulation of
financial statements that disrupt market economies. It is essential to enhance corresponding
detection systems, including monitoring and supervision of environmental information,
in order to enforce sustainable development practices. (3) Institutional and individual
investors alike should endeavor to acquire an in-depth understanding of ESG investment
principles. When evaluating financial products for investment, individual investors should
focus on the three major elements of ESG investment to pay attention to traditional in-
dicators such as company financial statements and reputations. (4) A distinctive ESG
rating system tailored to Chinese characteristics should be established. Currently, there is
a multitude of ESG rating agencies in the market, but they exhibit significant disparities
between countries. Therefore, it is crucial to start from the national level when clarifying
ESG rating standards and coordinating efforts to construct an accurate ESG investment
framework and rating system.

Limitations and Future Developments

There are several limitations to the research that should be mentioned. First, the num-
ber of time series and firm samples was limited. This study only collected data on charitable
donations from A-share listed companies in Shanghai and Shenzhen, China. However, in
reality, many non-listed enterprises also actively participate in public charitable activities.
Due to difficulties in data acquisition, they were not included in the scope of this research,
which imposes certain limitations on the study. Therefore, future research could aim to
collect more comprehensive sample data to enhance the rigor of the findings. Furthermore,
enterprises engage in charitable donations in various forms. Chinese laws and regulations
do not mandate companies to disclose social responsibility-related information, and some
companies only report in-kind donations without converting them into monetary values.
This study did not classify donation methods, which may affect the accuracy of the charita-
ble donation variable. Therefore, future research could categorize and compare different
forms of corporate donations to provide more specific management recommendations
for enterprises.
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