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Abstract: The philanthropy industry in China has rapidly advanced in the past few
decades and become more prominent in importance. In this study, we examine and
compare how the disclosure of different types of information of Chinese founda-
tions is associated with donations by exploiting a unique dataset from the China
Foundation Center (CFC). Specifically, we explore a unique index of transparency
on information disclosure or the Foundation Transparency Index (FTI) provided by
the CFC and investigate how the donations from Chinese donors are associated
with the disclosure of foundation’s basic information, its financial information,
project information and its governance information. We find that Chinese dona-
tions are more sensitive to foundation’s governance information disclosure. These
findings have important policy implications for both Chinese policy makers and
practitioners in the industry. Specifically, the results lend strong support to
advocating for the imposition of more mandatory regulations on the disclosure of
foundation information, especially the governance information.

Keywords: information disclosure, Foundation Transparency Index, foundations,
donations, China

1 Introduction

Prior to 1978 or the economic reform of China, non-governmental organizations
(NGOs) in public welfare were non-existent. After four decades of rapid yet steady
economic development, almost 5000 foundations were in place at the end of 2015.
The total amount of donations received was about 34.9 billion RMB (5.7 billion
USD) with 104 billion RMB (16.9 billion USD) in total net assets. However,
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compared to the well-established philanthropy industry in the western countries,
the philanthropy industry in China continues to lag behind its western counter-
parts, and is suffering from strong setbacks due to the lack of transparency.
Although the Chinese government has passed several regulations that require
foundations to disclose information, they are not mandatory and only provide
guidance without a monitoring presence and disciplining process, which reduce
inclination to disclose information (Dang 2015). In 2011, the notorious “Guo Mei-
mei” scandal greatly impacted the reputation of the Chinese philanthropy industry
as the incident created doubt on the information transparency of donation money
use.'

Anecdotal stories report that the Chinese are less inclined to donate if they
suspect that a charitable organization is hiding important information.? Some
research has provided empirical evidence showing that Chinese donations are
positively associate with the information disclosure of foundations. However, as
foundations are disclosing all kinds of information, what type of information
disclosure is more associated with Chinese donations? This is an interesting topic,
but the evidence is still largely absent. In this research, we aim to fill in this
research gap.

Many studies in the literature have focused on a list of related variables ob-
tained from released financial reports that may affect charitable donation be-
haviors. They include but are not limited to the: price of the donation (Hyndman
1991), program ratio (Baber, Roberts, and Visvanathan 2001), administrative ratio
(Greenlee and Brown 1999), adequacy of equity (Trussel and Parsons 2004, 2007),
revenue concentration (Greenlee and Trussel 2000), operating margin (Greenlee
and Trussel 2000), level of administrative costs (Greenlee and Brown 1999), other
revenues (Posnett and Sandler 1989), fundraising expense (Weisbrod and Domi-
nguez 1986), organization age (DiLorenzo and Bennett 1994), organizational size
(Tinkelman 1999), and government grant support (Roberts, Smith, and Taranto
2003). The variables in these studies, most of which are based on philanthropy

1 In 2011, a Chinese girl called Guo Meimei flaunted her luxury collection items and wealthy
lifestyle on the Internet while claiming to be the general manager of a firm called “Red Cross
Commerce”, a subsidiary of the Red Cross Society of China. This triggered a wave of public rage in
China and eroded public confidence in the professionalism and accountability of Chinese chari-
table foundations. The scandal alerted the public and industry practitioners on the lack of
transparency of the allocation and use of donated funds in mission-related projects or activities of
charitable foundations.

2 According to the state run China News Service (#1;#7#1), donations to the China Red Cross
Foundation significantly plummeted after doubt was cast on its transparency. For instance, do-
nations to the Beijing and Shenzhen branches in 2011 dropped by 95 and 90% respectively
compared to 2010 (http://www.chinanews.com/gn/2011/08-09/3245692.shtml).
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practices in the U.S., enhance current understanding on how different financial
variables affect charitable donations. However, these financial variables cannot
represent the transparency of foundations.

One of the related strands in the literature shows that ratings of charitable
organizations provided by a third party have a significant impact on donations
(Chhaochharia and Ghosh 2008; Gordon, Knock, and Neely 2009; Grant 2010;
Harris and Neely 2016; Sloan 2009). However, this strand of studies focuses on the
third party evaluation instead of examining how donors respond to the disclosure
behavior of foundations.

Another strand of literature has directly studied the relationship between the
donations and foundation information disclosure. Many papers have confirmed
the positive relationship between the donations and the general information
disclosure of foundations (Haski-Leventhal and Foot 2016), or the web information
disclosure (Blouin et al. 2018; Saxton, Neely, and Guo 2014), or the accounting
information disclosure (Buchheit and Parsons 2006), or the financial information
disclosure (Blouin, Lee, and Erickson 2018; Parsons 2007). The consensus in the
literature is that more disclosed information does bring more donation. However,
as in reality foundations are revealing all kinds of information such as basic in-
formation, financial information, project information, and their own governance
information, etc., one interesting follow-up question would be what type of dis-
closed information might be more effective in affecting people’s behavior.
Nevertheless this question is not fully addressed as most of literature more focus on
general or specific type of information disclosure, and lacks of examining and
comparing how different type of information disclosure is associated with chari-
table donation.

In the literature, there are few studies on how the transparency of foundations
affects donations in China. Deng, Lu, and Huang (2015) use survey data on 800
NGOs in human services and find that their donation income is positively related to
their level of transparency. However, the scope of the survey data that they use is
limited as they only focus on a subsample of the organizations in the charitable
fund industry in China, and neglect many influential charitable fund organizations
in China such as the Chinese Red Cross Foundation, China Soong Ching Ling
Foundation, etc. Nie, Liu and Cheng (2016) examine how various factors might
affect the information disclosure behaviors of foundations. They find that less
government support and more donations will compel Chinese foundations to
disclose more information. Ni and Zhan (2017) show that embedded government
control might help foundations to receive more donations. Wei (2017) also explores
factors that influence donation revenue to Chinese foundations from the
perspective of government control. However, none of them distinguishes the types
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of information, and compares and examines how different type of information
disclosure is associated with Chinese charitable donation.

In this research, we aim to fill in this research gap by exploiting a unique
dataset constructed by the China Foundation Center (CFC).? This dataset offers a
unique measurement: the Foundation Transparency Index (FTI) which reflects the
transparency of Chinese philanthropic foundations. There are 41 items for
consideration, which reflects the transparency of four types of information: the
foundation’s basic information (e. g., address, mission statement, etc.), the
financial information (e. g., revenue, assets, etc.), the project information (e. g.,
project location, expense, etc) and the governance information (e. g., corporate
governance rules, asset management policies, etc.).*

Alarge sample of Chinese foundations is used in this study and the results first
confirm the finding in the literature that there is a significant and positively robust
relationship between the general transparency score of foundations and donations
in China. More importantly, we examine and compare how different types of in-
formation disclosure affects charitable donation and find that Chinese are more
sensitive to the disclosure of foundation’s governance information.

This study makes two contributions to the literature as follows. First, the work
contributes to the growing body of literature on the Chinese philanthropy industry.
Although this industry in China is growing at a steady pace, most of current
research is still based on practices in the western countries. The current research
will help to provide some evidence on the behaviors of Chinese foundations.
Specifically, this research shows that among all types of information disclosure,
Chinese donations seem to be more sensitive to one specific type of information
disclosure: foundation’s governance information disclosure.

Second, the current research work has important policy implications for both
policy makers as well as practitioners in the philanthropy industry. We argue that
Chinese authorities should consider more mandatory policies that demand more
transparency and information disclosure by Chinese foundations, especially the
information related to the fund governance, hopefully to increase the participation
of the Chinese in charitable activities and encourage their donations to promote
the continual advancement of the philanthropy industry in China.

The remainder of this paper is organized as follows. Section 2 provides a brief
introduction on the development of the Chinese philanthropy industry and the CFC

3 The CFC was established on July 8, 2010 by 35 well-known domestic charitable foundations. The
organization is a non-governmental and independent platform for the information disclosure of
Chinese charities.

4 A detailed description on the FTI is provided in Section 2.3.
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which provides the FTI. Section 3 describes the research methodology. Section 4
provides the dataset. Section 5 presents the study results and Section 6 concludes.

2 Industry Background

2.1 Rapid Development of Philanthropy Industry in Post-
reform China

After the establishment of People’s Republic of China in 1949, the Chinese gov-
ernment provided universal employment, basic welfare and disaster relief to all
members of society, and completely eliminated non-governmental public welfare
organizations. The economic reform and opening-up policy in 1978 however
changed this situation, so that foundations and charitable activities emerged in
response to help those who are in need as the government no longer provides a
universal welfare system.

Many non-governmental foundations have emerged since 1980. Foundations
are now playing an increasingly more important role in social development in
China. Chinese social philanthropy efforts highlight social charity infused with
love and vitality, and as a result, the sector has made steady progress in a period of
less than 40 years. Figure 1 shows the rapid growth in the number of Chinese
foundations since 1981 when charitable services received legal recognition. As of
December 31, 2015, the total number of charitable foundations in China is 4954,
with an average annual growth rate of 18% since 2004.

2.2 Issues Around Regulations of Transparency of
Foundations

Prior to the “Guo Meimei” scandal in 2011, some of the government regulations
such as the Welfare Donations Law of the People’s Republic of China in 1999,
Regulations on Administration of Foundations in 2004, and Measures for the In-
formation Disclosure of Foundations in 2006 required charitable foundations to
submit annual reports and donation information to the government and the public.
However at that time, the laws did not clearly state the requirements for infor-
mation disclosure.

After the notorious “Guo Meimei” scandal ensued in 2011, the government
issued various new regulations that presided over the operations of charitable
foundations in order to increase their transparency. For example, the Guidelines
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Figure 1: Growth trend of number of foundations in China.
Source: China Foundation Center. Note: Number of foundations increasing at a rate of 18% since
1981. At end of 2015, the number of foundations in China was 4954.

for Information Disclosure for Public Welfare Charitable Donations in 2011 regu-
lated specific details that charitable foundations had to disclose, including the
foundation name, address, contact details, specific information about donations,
etc. The Guiding Opinions of the State Council on Promoting the Healthy Devel-
opment of Charity Undertaking in 2014 reinforced the responsibility and supervi-
sion of the government over information disclosure and foundations in China.

These regulations have established the basic requirements for public foun-
dations and/or private foundations to disclose information that may affect the
interest of the stakeholders. However, as Dang (2015) points out, these regulations
only provide guidance on the disclosure of foundation information, without a
monitoring presence and disciplining process. All of these have eventually led to
the current situation on information disclosure of foundations in China, which
does not render disclosure mandatory nor has there been a comprehensive system
instilled in place.

2.3 CFC and FTI Score

Potential donors often seek financial information about charities in order to make
sound decisions about their donations. However, the information asymmetry be-
tween donors and charities means that it is difficult for the former to obtain reliable
and useful information for their decision making. In response to such needs,
different rating agencies have been established in the U.S. to rate charities. For
example, the Better Business Bureau (BBB) started to rate charities in 1945 through
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its philanthropy advisory services (PAS). In 2001, the PAS merged with the Na-
tional Charities Information Bureau (NCIB) to establish www.give.org which rates
charitable organizations by using 20 standardized items that include fundraising
governance and quality. Other agencies include: the Charity Navigator which was
founded in 2001 for rating public charities that receive public donations and
CharityWatch which was established in 1992, and previously known as the
American Institute of Philanthropy.

The CFC is the first non-governmental agency to provide potential donors with
an overview of Chinese foundations. The CFC was launched by 35 well-known
Chinese charitable foundations, and established on July 8, 2010 to create an in-
formation disclosure platform for the charitable industry, provide capacity
building services required for the development of the industry, promote the
facilitation of industry self-regulation and industry credibility, and cultivate a
culture of transparency and accountability.

To further enhance the professionalism and standardization of information
disclosure, the CFC has developed the FTI to reflect the transparency of the phi-
lanthropy industry. The FTI is constructed by using 41 indicators on basic,
financial, project and donor information. A higher calculated score indicates
greater transparency.’

The FTI is calculated based on only whether the information is disclosed
instead of the contents of the disclosed information. Foundations earn points by
choosing whether they wish to disclose the required information, and if they do
disclose, the channels that they use to disclose information — that is, on their
official website or other channels. The contents of the disclosed information, i. e.,
their size, total revenue, assets, etc., are not considered in calculating their FTI
score.

The CFC provided the first method in 2016 for calculating the FTI score as
follows:

FTIn = Y (Ti x Wi x Si x Ci)

where:
FTIn denotes the transparency index score of foundation n;
i represents the sequence of indicators which ranges from 1 to 41;
Ti denotes the dummy number which equals to one if a foundation discloses the
underlying indicator and zero otherwise;
Wi denotes the weight of each of the 41 underlying indicators, which ranges
from 1 to 6, assigned by the 35 charitable foundations that launched the CFC;

5 For more details on the calculation method of the FTI, readers can refer to http://fti.
foundationcenter.org.cn/fti_new/zjtmzsjd.pdf.
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Si represents the source, which is equal to 1.2 if the charitable foundation uses its
own website to disclose information and 0.8 if the charitable foundation uses other
channels to disclose information. Foundations can therefore earn a higher FTI
score by disclosing the required information through their own website; and

Ci denotes coverage, that is, the percentage of program expenses that a charitable
foundation discloses explicitly. The value of Ci is one when calculating the
transparency index scores of all indicators for basic, financial, project and
governance information. However, Ci is determined by the percentage of the
summed expenses of all disclosed projects over annual giving in the profit and loss
statement for the eight indicators of project information. The value of Ci ranges
from O to 100%. The CFC expects that foundations can publicly show the detailed
allocations of annual giving in terms of project costs.

A full FTI score is 100 points. The following four categories are considered in
calculating the FTI score, which include the 41 indicators:

1. Provision of basic information (10 indicators for 13.2 points in total), including
mission statement, number of employees, names of council members, fund
contact information, etc.

2. Provision of financial information (15 indicators for 24 points in total),
including donation revenue, expenses, assets, liabilities, etc.

3. Provision of project information (8 indicators for 39.2 points in total), including
location and concentrated field of projects, project revenue and expenses, etc.

4. Provision of governance information (8 indicators with 23.6 points in total),
mainly including the information about the foundation’s corporate governance
rules, asset management policies, etc.

In summary, this calculation method shows that the FTI is essentially an
average score that shows whether certain information based on a total of 41 in-
dicators of the foundation is made publicly available.

3 Regression Model

A market where one party (seller) has more or better information about products
over another party (buyer) creates information asymmetry (Akerlof 1978). More
information disclosed or available in the market may mitigate asymmetric infor-
mation problems and reduce transaction costs. Signaling is a widely used means to
mitigate uncertainty and information asymmetry (Spence 1978).

In the context of charitable donations, charities disclose information and send
signals to the public to attract donations. Harris and Neely (2016) argue that donors
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use disclosed information as creditable signals of charity success and conclude
that charities that openly disclose information receive more donations than those
that do not openly disclose details.

The literature has provided much empirical evidence which confirms this
relationship. This study aims to push the research beyond the current frontier by
examining and comparing the relationship between the behaviors of Chinese
donors and different types of information disclosure of Chinese foundations. We
decompose the FTI scores into four sub-dimensions: which are the transparency
scores for foundation’s basic information, financial information, project infor-
mation and governance information. These four variables will be selected as the
main independent variables in the regression model.

Control variables selected for the regression are based on findings in the
literature. Financial report related variables may affect charitable donations as per
Trussel and Parsons (2004, 2007). Therefore, we follow Trussel and Parsons (2004,
2007) and apply their control variables which include: fundraising expenses,
fundraising ratio, adequacy of equity, operating margin, revenue concentration,
other revenue, organizational size, organization age, program ratio, administra-
tive ratio, grant revenue and program revenue. The definition of each control
variable is provided in Table 1.

To examine the relationship of donation with different types of information
disclosure, the following OLS regression is adopted:

InDon; ; = B, + 8,BASIC; - + B,FINANCIAL; ;1 + B,PROJECT,; ; ;
+B,GOVERNANCE; ;_; + B Don; ;_; + B FUNDEXP; ,_; + B,FUNDCONT; ;
+BEQUITY; ;_; + B MARGIN; ;_; + ,,CONCEN; ¢_; + 8,; OTHREV; 1
+B,SIZE; 1+ B3AGE; 1 + B, PROG; (1 + B;;ADMIN; ¢_; + ,,GRANTS;
+B;PROGREV; 1 +¢&;

where Don is revenue from donations in the regression model, i represents the
different foundations, t represents information in 2015, and ¢-1 represents infor-
mation in 2014. The reason for the years 2014 and 2015 is to reflect the two sets of
data used here: the financial reports of all the charitable foundations registered
with the CFC in 2014 and 2015. BASIC,_, is the FTI score for disclosing foundation’s
basic information in the previous year; FINANCIAL,_, is the score for disclosing
foundation’s financial information; PROJECT,_; is the score for disclosing foun-
dation’s project information and lastly, GOVERNANCE,._, is the score for disclosing
foundation’s governance information in the previous year.

The key regression result of interest is $,—f,. If the coefficient is significantly
positive, it means that the level of transparency for the corresponding type of
information shown by the FTI score is positively associated with Chinese
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Table 1: Control variable definitions.

Fundraising expenses FUNDEXP Percentage of total expenses spent on fundraising
expenses

Fundraising ratio FUNDCONT Percentage of income from charitable contributions
spent on fundraising expenses

Adequacy of equity EQUITY Net assets of a foundation calculated as a percentage
of its total revenue

Operating margin MARGIN Revenue less expenditure divided by revenue

Revenue concentration CONCEN Sum of squared percentage of each revenue source
over total revenue

Other revenue OTHREV Revenue excluding program revenue, donations and
government grants

Organizational size SIZE A logarithm of total assets

Organization age AGE The number of years since the establishment of the
nonprofit organization

Program ratio PROG Percentage of total expenses spent on programs

Administrative ratio ADMIN Percentage of total expenses used for administration

Grant revenue GRANTS Percentage of total revenue from government grants

Program revenue PROGREV Percentage of total revenue from program revenue

donations. We are interested in which type of information disclosure is associated
with Chinese donations.

4 Data

As stated earlier, two sets of data are used in this study. One set includes the
financial reports of all of the charitable foundations registered with the CFC in 2014
and 2015, which are used to calculate the control variables for the regression
analysis and were downloaded from the CFC official website. The financial reports
include a statement of financial position, profit and loss statement, and statement
of cash flow. The original data contain an abundance of information, including
annual revenue; revenue from donations, investments, programs, government
grants and other; annual, program, general and administrative, fundraising, and
other expenses; total and net assets; and so on and so forth. Descriptive infor-
mation on the key variables is presented in Table 2.

The other set is information that demonstrates the transparency of 3626
foundations in 2014, which includes their FTI, e.g. total score and the score for each
of the four components of the FTI: basic, financial, project and governance in-
formation. The details on the information for the 41 indicators are also included.
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Table 2: Descriptive Statistics: 2014-2015.
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Variable Obs Mean Std. Dev. Min Max
Annual revenue 6205 11,500,000 70,100,000 0 3,040,000,000
Revenue from donations 6205 9,046,515 56,800,000 0 3,030,000,000
Revenue from investments 6205 802,042 8,225,207 0 357,000,000
Revenue from programs 6205 78,693 1,312,924 0 57,500,000
Revenue from government grants 6205 1,002,252 23,000,000 0 1,270,000,000
Other revenue 6205 527,686 9,774,768 0 736,000,000
Annual expenses 6195 8,588,308 60,500,000 0 2,660,000,000
Program expenses 6194 8,145,171 58,700,000 0 2,650,000,000
General & administrative expenses 6191 106,691 610,716 0 22,800,000
Fundraising expenses 6205 35,423 687,643 0 34,400,000
Total assets 6205 30,300,000 154,000,000 0 5,190,000,000
Net assets 6205 28,500,000 144,000,000 0 5,170,000,000

The descriptive information on the key variables for 2015 is presented in
Table 3. The two sets of data were merged by using an object identifier (OID) to test

the hypothesis.

Table 3 reports the summarized statistics of the key variables: the donation

variables, the FTT and the transparency score of four components: basic, financial,
project and governance information. The mean of FTI,_, is 56.56 and the median of
the FTI is 52.8. This could be taken to mean that the current information disclosure
of foundations in China is still lacking, and according to the scores, about half of
the information has not been disclosed by the foundations. For each category of
information disclosure, there is also significant variation. For instance, the score of

Table 3: Descriptive statistics.

Variable Min Max Mean Median SD
Don; 0 3,030,000,000 10,500,000 1,000,000 73,200,000
BASIC 2.4 13.2 8.219 7.2 2.641
FINANCIAL 0 24 15.41 16 5.675
PROJECT 0 39.2 23.11 24.8 11.38
GOVERNANCE 0 23.6 10.05 9.6 5.75
FTl_1 11.2 100 56.56 52.8 21.84
Don;_, 0 1,610,000,000 9,697,688 1,201,500 56,500,000

Don;: Amount of charitable donations in current period.
FTl,_4. FTl in the previous period.
Don;_;. Amount of charitable donations in previous period.
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Figure 2: The histogram of the log-transformed donation.

governance information disclosure has a standard deviation of 5.7 with the
maximum value of 23.6 and minimum value of 0.

Table 3 also reports the summary statistics for the donation value. The mean
value is 11,300,000 which is much greater than the median value of 1,300,000. This
suggests that the distribution donations is highly left-skewed due to the relatively
few large donations. In the regression, we take the log-transformed value of the
donations. Figure 2 plots the histogram of the log-transformed donations. The dis-
tribution is much more symmetric and resembles the normal distribution.

5 Results

Table 4 shows the correlation of all of the independent variables which are used in
the regression analysis. The FTI score of the previous period and the donations
received in the current period are relatively highly correlated. This suggests that
there might be a trend in the impact on the donations. Therefore, in the regression,
the donations in the previous period are also controlled.

Table 5 presents the baseline regression results. First, the regression results
show that the FTI score of the governance information in the previous year is
significantly positively related to donation revenue in the current year, and the
coefficient value is 0.0376 at the 0.001 significance level. Meanwhile, the regres-
sion coefficients of the basic information, financial information and the project
information are all insignificant. All these suggest that among all four types of
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Table 5: Baseline regression result.

Coefficient t-Statistic p-value
BASIC 0.0152 0.66 0.511
FINANCIAL -0.000121 -0.01 0.99
PROJECT —-0.00547 -1.27 0.203
GOVERNANCE 0.0376 3.23 0.001
Don;_ 4 0.716 25.06 0
FUNDEXP 0.599 0.81 0.415
FUNDCONT 0.0142 0.88 0.378
EQUITY —-0.00205 -2.15 0.032
MARGIN -0.0364 -4.38 0
CONCEN 0.213 1.7 0.089
OTHREV 0.352 1.61 0.107
SIZE 0.131 3.73 0
AGE 0.0077 1.72 0.086
PROG 0.029 0.35 0.723
ADMIN -2.817 -4.81 0
GRANTS -0.0597 -0.23 0.816
PROGREV 0.34 0.61 0.541
Cons 1.246 2.93 0.003

Number of obs = 1858.
Prob > F = 0.

Adj R-squared = 0.617.
Root MSE = 1.335.

information disclosure, Chinese donations are more sensitive to the disclosure of
the foundation’s governance information.

The regression results in Table 5 also show some other interesting information.
First, the donations in the previous period are significantly correlated with the
donations in the current period, which suggests that there may be an impact of the
trend. However, even if donations in the previous year are controlled, the coeffi-
cient of the FTI score on current donations is still significantly positive. Table 5 also
shows that the 12 control variables have a complex relationship with current year
donations. Some are insignificant, while others may have an ambiguous rela-
tionship with donations. Actually, these complex and mixed results are expected
as pointed out by Trussel and Parsons (2004, 2007).°

The main focus of this study is to examine and compare the relationship
between different types of information disclosure of the foundations and Chinese
donations. Baseline regression results show that only the coefficient of

6 Trussel and Parsons (2004, 2007) point out that researchers are still debating on the variables
that can affect donations and how they might affect donations.
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GOVERNANCE is positive. To examine the stability of the result, especially to
address the concern whether the coefficients are affected by the inclusion of the 12
control variables, a robustness check was carried out by running a series of re-
gressions and the control variables were added consecutively.

Table 6 shows the results for this series of regressions. The main dependent
variable is still the donation amount received in the current year. The BASIC,
FINANCIAL, PROJECT and GOVERNANCE are the key variables of interest. The first
column shows the result of the first regression in which only these four variables
are included as the regressors. Then, the other control variables are added
consecutively to examine the robustness of the estimation results of ;—, against
the inclusion of the control variables. Altogether, 14 regressions were run and the
results are shown in Table 6.

First, the regression results in Table 6 show that the estimation results of ;-
is robust. The inclusion of more control variables does not change the sign of the
estimation results of §;—f,. The estimation results of ;-3 are always insignificant.
Meanwhile, the estimation result of 5, always remains significantly positive. While
the values of B, change slightly, most remain near 0.0375. Therefore, this
robustness check of the regression results lends strong support to the conclusion of
the baseline regression.

We further examine the heterogeneity of the relationship by dividing the
sample into private foundations and public foundations. In China, there are two
types of foundations: public foundations and private. We are interested in whether
the baseline results still hold when we examine specific type of foundations.
Table 7 reports the regression results. The first column shows the regression results
for the private foundations and the second column shows the regression results for
the public foundations with similar control variables as in the baseline regression.
The results are also similar compared with the baseline regression results. The
estimation results of f; to ;3 are both insignificant. Meanwhile, the estimation
result of B, always remains significantly positive. This suggests that the foundation
type does not play an important role in Chinese donation behavior.

The robustness of the results was further examined by adopting the Tobit
Model. Since there are substantial proportion of the foundations that did not
receive donations in 2015, we adopt the standard Tobit model to address the issue
that some foundations received no donation in 2015. The function formula of the
Tobit model follows the baseline regression function. In the Tobit model, the
censored dependent variable is observable if the donation of the foundation is
greater than zero in 2015; otherwise, the value of the censored dependent variable
is not observed if the donation of the foundation is zero. Table 8 reports the
regression results. The results show that 8;—f; are insignificant; and the estimation
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Table 7: Robustness check: fundtype.
Variable Private Public
BASIC -0.016 0.044
(0.033) (0.033)
FINANCIAL 0.011 -0.012
(0.013) (0.014)
PROJECT -0.007 -0.002
(0.006) (0.006)
GOVERNANCE 0.043*** 0.028*
(0.016) (0.017)
Control variables included Yes Yes
Constant 1.678** 0.015
(0.539) (0.798)
N 1083 775
Adj. R 0.573 0.653

result of B, is significantly positive, which is consistent with the baseline regres-

sion results.

In sum, the results of above regressions suggest that Chinese donations are not
significantly correlated with the disclosure of the basic, financial and project

Table 8: Robustness check — tobit model.

Coefficient t-Statistic p-value
BASIC 0.028 1.01 0.313
FINANCIAL —-0.004 -0.33 0.741
PROJECT -0.008 -1.67 0.095
GOVERNANCE 0.075 5.34 0
Don;_4 -0.006 -5.13 0
FUNDEXP 4.188 5.3 0
FUNDCONT -0.039 -2.83 0.005
EQUITY 0.000 -0.56 0.573
MARGIN 0.000 -1.62 0.106
CONCEN -0.333 -2.26 0.024
OTHREV -2.959 -14.84 0
SIZE 0.692 22.93 0
AGE 0.008 1.44 0.15
PROG 0.099 0.98 0.326
ADMIN -3.571 -5.87 0
GRANTS -2.569 -9.12 0
PROGREV -1.519 -2.39 0.017
Constant 3.312 6.61 0

Number of obs = 2552.
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information of the foundations, but highly correlated with the disclosure of
foundation’s governance information.

6 Conclusions

The philanthropy industry in China is becoming increasingly more prominent in
public benefit activities as a supplementary means to the efforts of the state or local
governments, in areas such as healthcare, education, natural disaster relief, rights
of women and children, etc. Both the policy makers and the practitioners have also
realized the importance of foundation information disclosure on the donation
behaviors.

The literature has fruitful findings in showing that foundation information
disclosure has strong impact on people’s donation. The consensus in the literature
is that more disclosed information does bring more donation. Then, a more
interesting and important question, which should be answered, is what type of
disclosed information might be more effective in affecting people’s behavior, given
the fact that foundations are revealing all kinds of information such as basic
information, financial information, project information, and their own governance
information, etc. In another word, current literature more focus on general infor-
mation disclosure, and lacks of examining and comparing how different type of
information disclosure is associated with charitable donation.

In this study, the aim is to fill in this research gap and to empirically investigate
and compare how different types of information disclosure of Chinese foundations
are correlated with Chinese donation behavior by examining a unique dataset of
the CFC. By utilizing a large sample of Chinese foundations, the analysis results
show a significant and robust result that Chinese donors are more sensitive to the
disclosure of the governance information of foundations, and donations are not
significantly correlated with the disclosure of the basic, financial and project in-
formation of foundations.

The evidence provided in this study also has meaningful policy implications for
practitioners as well as the policy makers in the charitable industry. For instance,
from industrial practitioner’s perspective, this finding gives them suggestive direc-
tion on what type of foundation information they should focus on to disclose. As for
policy makers, it is recommended that they amend related laws or regulations so that
more governance information about foundations can be released.

One of the limitations of this study is the relatively short time period of the
data. Data that span a longer timeframe will be more robust in explaining for the
donation behaviors towards Chinese foundations. Another possible research
question might be to examine the impact of foundation transparency on the
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donation source diversification. However, due to the limitation of the data avail-
ability, current research cannot address this question. This interesting topic will be
left for future study.
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