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Strategic Philanthropy External Financing and

Private Enterprise R&D Investment

SUN Hong-li
( School of Economics Xiamen University Xiamen Fujian 361005 China)

Abstract: This paper attempts to explain the phenomenon that private enterprises can simultaneously achieve high-value
charitable donations and high-intensity R&D investment in the face of difficulties of financing constraints. Based on the
theory of strategic philanthropy inciting more external financing is one of the ways for charitable donations to promote
private enterprise R&D investment. Using the 2002 — 2010 China Private Enterprise Survey Data ( CPES) and
macroeconomic data such as economic development level Heckman two-step method two-stage least squares method and
propensity score matching method this paper empirically examines the microeconomic impact of strategic philanthropy on
corporate R&D investment. The empirical analysis found that strategic philanthropy can significantly promote the R&D
investment of private enterprises and this effect only exists in undiscounted enterprises. Further empirical analysis
validates the external financing effect of strategic charitable donations that is strategic philanthropy can gather more social
resources such as bank loans and external investment. The conclusions of this paper have important theoretical and practical
significance for improving the development quality of private enterprises and promoting the transformation of China’ s
economic development.

At present China is in the process of promoting the structural reform of the supply side and realizing the transition
from high-speed growth to high—quality development. As private enterprises gradually develop and grow their proportion in
the national economy is getting higher and higher and it has gradually become an important force and support for promoting
China’ s social and economic development. Technological innovation is an important means to achieve high—quality
development of private enterprises. Combined with the research resulis of this paper in order to improve the enthusiasm of
private enterprises promote the optimization and upgrading of private enterprises and promote the high-quality
development of China’ s economy related policy recommendations are as followings:

First government should improve modern market system promote the financial development process and focus on
solving the problems of financing difficulties of private enterprises. The resource allocation system under the leadership of
the Chinese government has made the development of private enterprises face resource dilemmas. Although strategic
philanthropy helps enterprises to obtain the corresponding resources it still distorts the charitable altruistic nature of
donation behavior as social responsibility to a certain extent and also increases the cost of business development. The key to
solve this problem is to optimize the market environment for private enterprises reduce the financing costs of private
enterprises and fundamentally reverse the motives for private enterprises to make charitable donations for resources.

Second China should construct a long-term mechanism for charitable donations of private enterprises. Social charity
culture is crucial to social and economic development. Although the charitable donations of private enterprises are based on
the motivation of acquiring resources they also fulfill their social responsibilities and promote social stability to a certain
extent. Therefore all sectors of society should correctly treat the charitable donations of private enterprises and respond
positively to build a long-term mechanism to promote independent charitable donations of private enterprises.

Third government should supervise the rational use of relevant resources by private enterprises. Private enterprises
should use the resources obtained from corporate charitable donations reasonably. Technological innovation is an important
means for enterprises to break through the external competitive pressure and achieve longer-+term development. The strategic
philanthropy of private enterprises helps them to obtain resources such as bank loans and external investment. In the fierce
market competition enterprises should make rational use of hard-won external financing vigorously strengthen R&D and
innovation activities and promote the development of enterprises.
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