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Table 2 Descriptive statistics
() (2) @3) (4 (5 (6) (7)) (8) (9 (10) (1) (12) (13) (14)
Overlnvl 1
Donation 0.06° 1
_ strength
Optimism 0.08" 0.04" 1
ROE 0.14" 0.07° 0.09" 1
Lev -0.17" -0.11" -0.09" -0.13" 1
Size 0.07" -0.03" 0.00 0.14" 0.49" 1
Growth -0.04" 0.03" -0.01 0.06" 0.08" 0.01 1
Cashflow 0.11" 0.03" 0.01 0.16" -0.16" 0.05" -0.09" 1
Mfee -0.40" 0.11" 0.02 -0.19" -0.31" -0.37" 0.05" -0.03" 1
Occupy -0.05" 0.05" -0.03" -0.14" 0.13" 0.04" 0.13" -0.12" 0.25" 1
Dirnum 0.03* -0.00 -0.04" 0.06" 0.17° 0.27° -0.02° 0.05" -0.12" -0.02" 1
Shrerl 0.02 -0.03" -0.10" 0.13" 0.08" 0.22° 0.02 0.04" -0.18" -0.08" 0.03" 1
BODI -0.02 0.01 0.0 -0.03"-0.01 0.02 0.02 -0.02" 0.06" 0.03" -0.45" 0.04" 1
Salary 0.10" 0.03" 0.10" 0.20° 0.08" 0.41"-0.01 0.04" -0.09" 0.01" 0.08" -0.01 0.00 1
Mean 0.02 0.00 0.28 0.07 0.45 22.22 0.44 0.08 0.10 0.04 875 34.49 0.37 14.36
SD 0.04 0.00 0.45 0.13 0.20 1.26 1.33 0.20 0.08 0.10 1.74 14.89 0.05 0.72
T N=10245, " FR iz RAE 19K R

3.2 SKiESH

ZEEIAmG A HLH RO Al ad BB 22 18] Y
KRR 3R, 7E(2) 1T LA B EfH 0 58
PHF IR (BB A AR IE A O, HFHE 10% 7K P-4 i
UG | BB REE ) SR, BN T 2838548
Wh 2 TR A PEE R 2E ., E(1) (3) Higl
o ZEE T WA S 0 B T IE AR O, HIIAE 1% PR
3 Rl A5 PR AR5 3k B R B IE AR G, IR 39 HE
1% PRFF 50 35, U PH A P 18) A O 88 7 285 4 g =
AR Z R T TR, ik 2 1B
AT S

HAS G M2, M ER AR I AP A A i
ZEEAR I 5 o B 2 ) ) OC R AR TR SS (¢
TEFR B A B AR | (HARER PR R i 25, 16 I 457 3L
TR — AR ) T EH . Ak
Sl 2 5 4R W S BOE R N O 25l 4 0 A
Wi, FEME & T Al iyt BE R0 (H R BR T X — <
MR Z A0, T BeAEAE AL B AR

e, Wl AS /1 1A FEA R RHIE 2 TH , 23 A
FIRE 5 2o B R0 5 IE A O, U B A R () /A

BB b s, 1ok, % BRIl B %
BEA AR, BB A AR A _E T+ B TR
it BE AR 5%, ) I 8 R BE 1 (ROE) %47 W 55 % 1
( Cashflow ) SN FE I B2 WA 1] T~ 5 BCEE iy $5 9%
TG, TR ENGHZE I, RBAR 5 a5 i B v &
PRI 2 SR OG 33K T I R JBEAR o 300 4l B8 IR E A
e NP eNE %8 TN =8 WNN Ol o b I DN g
WS T BB X 5 Z R TS S e — B
g2 SRR ST R A2 N R A B
ST, A G A B i R T e S R A A

4 REtew
4.1 XTHREMEHERERR

R B A SO — IR FE B AU R B, 4
Ak AT RER R A B2 I BEIR (BT IRIC R TR R )
ol A BRI B DRARATRE T (R 2R AR |, X
AP AR T T 2 (AR I R B S B e B R
FEA B PR T AE 2 b A B AR, mARAE
A, BT A AT RAE BT IR 2
ARSI G A8 A, (EAR SR AT b A 1k — AP s
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*3 REBME FEERUELERR
Table 3 Corporate donation, management optimism
and overinvestment

(D) (2) (3)

Overinvl Optimism Overinvl

Donation_ strength 2.719™ 0.866" 2.684
(4.85) (1.93) (4.80)

Optimism 0.269 ™"
(5.33)

ROE 1.654™ 1.647 7 1.516™
(5.42) (5.42) (5.00)

Lev -2.739™ -0.731™  -2.710™"
(-12.44) (-4.41) (-12.34)

Size 0.283 ™ 0.139™ 0.277"
(6.24) (4.08) (6.07)

Growth -0.064 ™ 0.012 -0.065"
(-2.48) (0.61) (-2.53)

Cashflow 0.614™ -0. 206 0. 629
(3.93) (-1.58) (4.00)

Mfee -1.270™ -0.614 -1.248™
(-2.62) (-1.56) (-2.57)

Occupy -0.947™" -0.785™  -0.910""
(-2.90) (=2.77) (-2.78)
Dirnum -0.011 0.017 -0.012
(-0.41) (0.85) (-0.45)
Shrerl 0. 002 -0.004™ 0. 003
(0.95) (-2.33) (1.08)

BODI -1.343" 0.412 -1.377"
(-1.93) (0.79) (-1.98)
Salary 0.041 0.098 ™" 0.037
(0.94) (2.63) (0.85)

_cons -5.645™" -5.771™  -5.501""
(-5.34) (=7.59) (-5.19)
Year Yes Yes Yes
Ind Yes Yes Yes

N 10,245 10,245 10,245

Pseudo R® 0.0721 0.0432 0. 0747

H T FER 10% B FEHAKE, RR 5% B E KT,
Fm 1% B EMWAKT 1S HR 5 7R A FZ T Cluster
AbEE, R,

RV 22 I -G 36 AR 8 A AR AR ST, R it
AT R B T A

B WIRFUR AR, 25 2 RN,
Jp 0BRGN T30 T 28 35 48 G 1E A G B L B4
FERIRTE 5T, A lb 5 2 i/ W U8 ] Bf 14
ARG AT, R IS P

SR AT o0 0 LA i 5 24 SRR B (v A AR A
SR IR A BE J1 ) R PR TUAY AR (S Wk BRAT 1T A
FHEL A B 7030 AR L ) R bR, i 16 AR A v il gs 24
AR R 1 1/3 RV IR TUAYFE B B AR 173 (3],

AR B 42 38 5 A0 ol BEARE 14 L K A 20 ) ) I
F R IRTCARTREE | LA WW 5 57 5 i i 9% 29 A
JE) M SRR PR AEAS , EHTAR 0 AR L, K 4
R JFURBARAR AT (W3R 4) |, Ui WA E B4 22 LA
FAAFFHRBE N B 2E N TIE T | 25 R G AR ]
DA ok P 37 B2 T i 2 52 e 5 SRS

5 PSM FEFTREAS I, 12 A1) 45 43 DT
B A% 7Y ( propensity score matching, PSM) ¥4 & 87 #f
A ERAG S I A 18 A b g A B Ak B
AR BB A S S, JF L B Sy BR v
Fr—XF—DLRC X AR RETE — & R A BR B IR R
(I Bl , 3880 Hi ik ke PR 55 = PR 3R 52 i) T 3 800 N A=
P, BRI, 25 W4 5 i ok, A1
Fe it BB A FIAE D AL B AEAS TR R I
PR A T B4R F SRR A I DL BRI O Sk
i, LA RE S A Ml 5% I8 55 3R A B 5 R ) Y 4
PR HEAT— X — [ DL L , 7 1B H B 57K - AH 47 19 i
FSFEAR (X AN 7 0l 2 A K B A
AR W 55 KT 28 FYRRASE | 2% ) 4 5, 5 6 5 =X
HIFSC—20) LA Oy Bl 4T 13 4551 B 7e
5P KIES R R A RS GT
4.2 XTFNEIRE

ABIFTE B S i B B BT A B2 SR UL A5 AR
AT B 7 7R AT TR TR IR sk, AR ST BF
FEATVE 32 B — 7 RO et 1 22 A9V 6 UM, TR AR AR
VRS R R ATHEAT T AN AR

T, A B A i O 2, AR 32K
Hh ,ﬁﬂkﬂﬁ?&ﬁ%ﬁﬁ T 3T Richareson 15 51 [1¥) 5%
LMY 0/1 ZF R FERR A PEARG I0 rh ) FR AT 5%
2R NS i B LAOE 19 5% 2 /Mty o ok FE R
K (Overinw2 ), IF 5 37T K 56 (A0 N B4 A5 Y 24y
Tobit #RL) | SHIELERAER 6 TR,

B B PR SR UL R M B LA . A ERE Y
SRWUNE 25 3 b Bl 7 AT SOk b O 30 — Bk
S50 e R hIRATR A T4 B AL Sh AT
T, e e P ARG 0 v AT e T 2 2 % T U o Ay
JESEAT T B R I . LA WA 1 A
HFEUE 2 a TUIN E T S N AR B R WL
( Optimism_ forecast) U 1, Z WHL 0, M0AM, R 49
HMERERLE AT B8 W] I 532 0 1 Aol A8 B 0 R ke o
FETE IR AR5 B 5, A T2 1 2 4% T ) v
6] TRLA T, A5 R P 0 AR AR Y
FIIAY , PRI AH 28 2% 0T ARG AN 52 41 508 785 78 P 455 11 52
Wi RIS A S B AR A T AR Ay R e P A 0 AN
{CERT TN EE AT SE 1, A — i E FERE 2% T i T
ERAB R A N A PR ), R g a5 RAER 7
R,
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Table 4 Robust test: A perspective of resource constraint

e Rl 2 R iR 55 TUARA
(1) (2) (3) (4) (5) (6)
Overinvl Optimism Overinvl Overinvl Optimism Overinvl
Donation_ strength 2.700 1.452" 2.645™ 2.450 ™ 1.576™ 2.342™
(2.63) (1.89) (2.57) (2.84) (2.04) (2.71)
Optimism 0.239 ™ 0.340™
(2.69) (3.81)
Conirol Yes Yes Yes Yes Yes Yes
N 3,645 3,645 3,645 3,380 3,380 3,380
Pseudo R’ 0. 1126 0. 0554 0.1143 0. 0620 0. 0452 0. 0659

TE: BT R, 42 AL AR SO P AR . R,

x5

IREMERLE . PSM MK

Table 5 Robust test: PSM matching samples

i, M ZEEAR MG A SR B . e WL, 3
AR T4 W ) 246 X (LAY 1 9 68 801 O 168 il

OUSJM O)Ei:iqm 0<3>1 SRR B (I B 48 A, ELL A BF ST A A L 44 X

Donation_ strength 2.155™ 01 939? 2.093 " AR S br S 2B 1SR A BLA > — B
- (3.03) (L77) (2.96) TG BT AR AT 10 46 %5 ) 25 10 /0N 5 AH XTI Hb, DA
Optimism 0. 284" AR by FEE Bl 1) 6 A o e T 48 84 5 P 2 AR 9% R 1
(4.02) FEfl, 3k — Lol iy, s RE IR BLHE 4 N A 48 186 2

Control Yes Yes Yes Xl i A *H X‘T{Eﬁ‘j %ﬁtﬂ E]/‘] *IEIQ &%Eg Hh B2 T :J:% ﬂ }\
N 7,232 7,232 7,232 AR, AR SCHETR B Z i pp Je 74 312 H B X
Pseudo R’ 0.3488 0.0456 0.3507 IR B, R IR AT e AR A A 5 2 i T

R6 BREMAR. IERABHRTE

Table 6 Robust test: Overinvestment in alternative

FHXHEFE R Donation_ motive (F38 X WLF 1) , 5
WEZE AR 8 BN,

variables DA A fa e e 4 SR I SRR IR AR
o 2 ) #8 HEEAR. FEANERES
verny piimism venny Table 8 Robust test: Corporate donation in alternative
Donation_ strength 0.182" 0.884™ 0.178™ variables
(2.43) (1.98) (2.39) (1) (2) (3)
Optimism 0.023™ Overinvl Optimism Overinvl
(3.75) Donation_ motive 65.506"  61.460"  62.678"
Control Yes Yes Yes (2.13) (2.36) (2.03)
N 10,245 10,245 10,245 Optimism 0,272
Pseudo R? 0. 0565 0.0472  0.0595 (5.54)
57 BEERE. GEEFENSHTE Control Yes Yes Yes
Table 7 Robust test: Optimism in alternative variables N 10,245 10,245 10,245
Pseudo R’ 0. 0503 0.0473 0. 0530
(D (2) (3)
. Optimism_ .
Overinvl forecast Overinvl 5 i&_ :'If ﬁ*ﬁ
Donation_ strength 2.589 " 2.410 2.572° W N FMIR 22 1) 18 8 3228, A 2835 45 89 52
(4.55) (1.98) (4.52). PRI 1Y 32 280 AL 8 5 B — A R R Y
Optimism_forecast 0280 FLRR 4 (R 52000 ) Bl 25 A S AR 174 52 4ok aof 72 %
1.91 s N 2 W S N
- § Lo G B TR £ JEL RO B ) (K B8 807 ) , it i
ontro es es es - S
v 9 163 9 163 9 163 FRARAE B 1 XU SRR B8 . DRI, G SR R 553800
. , N W o Y N B b B B 2y
Peeudo R 0.0741 0. 0825 0. 0744 FA 55 RN AT AR, — A B A HE T2 X — R,

T TR A R AN SRR S G, DRI (B T
WA

W% BAE R T B9 LASP B H Al 2R L s, B
ZESE IR B 22 00 Aol DR LA, 3 XoF AR oA 14 2 L
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$ R 33k — 53 0 Al -t 17 32 1 R 7 A B A 19 1
BRSE L, 5 — B BB L, A B A B9
SR A A BRI A i A
WA A 15 & DA RO AR A SR WL T4 4 4
B0 9 47 S X A8 BE AR O BT T i 22
TR A TX — s 25 QL IV 2% 2% 7648 L35 R 4T B o 5
FHUMASL

N IEFATLL S A A 45 A <6 0 B A | BOH:
XPRCATH A A L BB B A BIFE AR R&D _spend , 9%
Je AR S i A o, EOR R AR Y, SR 4G
RIERAER O o AR TR BRI S A %
AR BIEAR SR SE R I HAS B 1) SR LT3
WO B B 2 R AR X — S5 ik —
AAEUE T SH X A BB AR O 22 OS2
5.2 EEMFHOANRETHHIGAR

PG AR MR A SO P ) — 2R, Al BT R
HCIBEBT) b7 LA S ) AR AR T Al X i 3 LA
Lo A B R I, DR, 3 — il A 4 2
A PIDTI i 22 T ok JBE B 9, 3o — AR 22 IO 2 X
M AR B AR i 22 , AN AAS RS BR T 45 53X —
o — i &, Aok 3% #9852 42 T g, i

REMPETHEOR T R 2EE R 5 Z DTS, (ML,
— N BT , DAV 22 4 3R B9 B SRR
A REFEREE TH 790 R B AR S O£ I

N, BATTHE T2 AR B 5 2% ] (Market _spend )
A i Al T ¥ B O e A | LA S A
ARt FOFTHEAT A SRS R AER 9 RN, 45
RTERE RN T | 283545 G S HL ™ AR A R0 i 22
PEFILSEE T Al i T S pe 3, SR WL HLNT T 97 B
A SEA i) Sl B AR ) T 74 R SRS

IEAh  BUAT WISt 3 ] 28 35 41 IS A B i A7 —
SE T E AL WRAE 1 2 5 A3 P il 22 i
IR A O 3 B9 I 1) B A5 e #A) A B 2 0L i 40
f LR, S T4 2% 1l A T R I A B iy T
SRV, BT FoATTLAREAS 2 ) 4 4 AR O BT )
B A R AZ i (News ) , 73BT A Ml 283547 I 2 5
FARAOR T Z 008 B G, RS R AER 10
JE7R  SCUESS A R A 4R W A 8 A B th By —
AT E AL, XA — e Ak T R - 47
W — e ML AR, B 7 B T 7 )2 T, 9 ) o
THZM IS, X E T R E T AR
AR IR SO0, AARIE ™ 4R — Wi g " AL, AN 22 5%
JEAE BE R ) R, DR AT L R
MG 5B S Z A SC R (B 1), [R5 8 5 A
B IR WL AT BE 2 — > ZEAE ] 0 2R TR 2
oA IR AR AR

x99 #H—HSH
Table 9 Further analysis
(0 2) (3) 4 (5) (6)
R&D_spend Optimism R&D_spend Market_spend Optimism Market _spend
Donation_ strength 1.456™ 0.747" 1.431™ 3.158 1.134™ 3.133™
(4.52) (1.80) (4.47) (6.90) (2.83) (6.87)
Optimism 0.139™ 0.102™
(6.47) (3.42)
Control Yes Yes Yes Yes Yes Yes
N 10,904 10,904 10,904 12,599 12,599 12,599
Pseudo R’ 0. 1870 0. 0343 0. 1881 0.419 0. 0423 0.422

F10 EEBBEIEEXENFI
Table 10 The impact of donation on media attention

6 TRLEIL

(1) (2)

SER I TR T 5T AR SCH T lh 258
FH T X3 S R SR )52 ), A9F 5 e B 2 R g A

News News

Donation_strength 0.148™ 0.142°
(1.97) (1.89)

Optimism 0.053 ™

(4.31)
Conirol Yes Yes
N 7306 7306
Pseudo R 0. 649 0. 649

Sy Aill T S R R T 7 4 SR ) 2 R nT fE 2 i
RS B 1 2 R A B O, AR R
WP 4t ST it 26 5 4R W RE A 3 B Ak 3R A T 3 1
LA R R ) A A PR BT IR, -0 FLRE A A T 75 5K
TR BT BT LA L BURFHM A ol i A 25 22 0 552 o 2
Drflgs  (HWE & Tl A R, FETaiAA
S 22 BRSNSk B B 1Y) AR WA 4 e 2 4R
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Abstract: Although it has been evidenced that corporate donation as a strategic choice can bring a variety of benefits to firms, the
related psychological effect has been ignored to a considerable extent. Since the irrational factors have been introduced into economics,
the cognitive bias of management has attracted widespread attention. Earlier studies tended to regard cognitive biases as static traits,
with managers’ cognitive biases being associated with their inherent characteristics (e. g. , gender, age, education). In recent studies,
scholars have introduced dynamic cognitive biases into the analytical framework. This kind of research believes that human cognitive
biases are dynamic. Cognitive biases are not only rooted in static characteristics, but are also influenced by specific issues. Based on
the perspective of dynamic cognitive bias, using the data of private listed companies in China from 2009 to 2019, we explored the
impact of corporate charitable donations on investment decisions. It was found that charitable donations led to corporate overinvestment,
and managers’ psychological biases played a mediating role in this process.

In China’s economic and cultural context, corporate donation is not only an “altruistic” act, but also implies potential benefits.
Strategic charitable giving can be better understood only when it is incorporated into the framework of “giving-benefit”. We believe that
under the “giving -benefit” mechanism, donations will produce “lottery effect” and “fog effect” , which leads to excessive optimism of
corporate management. On the one hand, from the perspective of the “lottery effect” , donations could bring great public reputation to
the company in the mobile Internet environment, which means huge economic benefits. Executives may overestimate this effect of
giving. Furthermore, the existing research shows that corporate donation can bring valuable legitimate assets to businesses, which is
particularly critical for businesses in emerging markets. On the other hand, from the perspective of the “fog effect” , the process of
obtaining public reputation and organizational legitimacy through charitable donation is relatively vague, and the relationship between
income and investment is relatively indirect, which further expedites the cognitive biases of senior executives and leads to excessive
optimism. On the basis of optimistic expectations, on the other hand, existing studies also believe that overly optimistic executives are
more likely to overinvest. To sum up, charitable giving ultimately leads to overinvestment.

In the empirical section, firstly, we employed Richardson (2006) model to measure the possibility and degree of overinvestment.
Secondly, based on the model of Baron & Kenny (1986), we examined the relationship between corporation donation, managers’
optimism and overinvestment, and the results supported the hypothesis in theory section. Further, we conducted a number of robust
tests. First, the logic that charitable donations ultimately affect investment decisions could be affected by the slack of resources.
Companies with higher levels of resources slack may invest more in both donation and investment. For this reason, we conducted a
resource-poor test and found that our hypothesis was still tenable; second, to alleviate possible endogeneity problems, we conducted a
PSM test, and the results showed that our conclusion remained. Finally, alternative measurement of variable could be a protentional
threat to our conclusion, and the results of robust tests still supported our conclusion. Overall, the results indicate that corporate giving
as a tool to fulfill corporate philanthropy strategy can have psychological effect on the efficiency of investment through top managers’
psychological biases.

In the section of further analysis, we found that the psychological biases of senior executives do not only affect decisions on
investment, but also is expected to have an impact on corporate R&D strategy and marketing strategy. Empirical tests show that firms
with more donation tend to spend more on R&D and marketing, and the psychological biases of managers also play an intermediary
role.

This study hopes to shed a new light on the literature of corporate donation and provide new evidence on the antecedents of
corporate overinvestment. The conclusions of this paper add to the understanding of existing research on the impact of strategic
charitable donation. Previous studies have focused on discussing the impact of charitable donation on the ability of enterprises to obtain
external resources, relatively ignoring the impact of charitable donation on enterprises themselves from the internal perspective, and
even ignoring the psychological effect that may be brought to enterprises. Our research conclusions show that charitable donations not
only have resource effects, but also psychological effects. The rationality of corporate managers will be disturbed by this strategy, which
will then affect corporate operations and strategic decisions.
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