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Private Entrepreneur-employee Income Disparity, Social Capital and
Corporate Philanthropy: Based on the Perspective of Firm Heterogeneity

CHEN Xiao-shan

(Institute of Industrial Economics, Jinan University, Guangzhou 510632, China)

Abstract: Mainstream literatures have found that behavior of corporate philanthropy can be explained by
organizational and institutional characteristics, then, as the actual decision maker, whether the personal
characteristics of the entrepreneur will affect the corporate philanthropy? Based on this, this paper explores how
the income disparity between private entrepreneur and employees, social capital will affect philanthropy by
using the survey dataset from private firms in China in 2012. We find that: 1) the private entrepreneur-employee
income disparity has inverted U-shape effect on philanthropy. Along with the increasing of the income gap,
the philanthropy shows a trend from rise to decline, which embodies the integration of tournament theory and
behavior theory; 2) political identity, industry status and education level of the private entrepreneur are all
significantly and positively correlated with corporate philanthropy. 3) the inverted U-shape correlation between
income gap and corporate philanthropy, the positive correlation between entrepreneur education level and
corporate philanthropy would be affected by firm heterogeneity. The above conclusions are still set up in a series
of robustness tests. These findings suggest that perspectives of social expectation or role playing of private
entrepreneurs can be used to explain the variances of corporate philanthropy and they also has certain significant
reference for the private firms' operating practice.

Keywords: private firms; income disparity; social capital; philanthropy; firm heterogeneity
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