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Abstract

We aim to describe and explain current differences in the rate of corporate philanthropy
(CP) at microregional level. Primary research question is to what extent are microregional
patterns of CP affected by determinants at firm and industry-level (firm size, industrial
structure, profitability) and to what extent are they shaped by regional contextual fac-
tors. Measurement of CP was based on anonymized firm-level data provided by the Min-
istry of Finance, aggregated at the level of municipalities with extended powers (microre-
gions). We employed a regression model to test the effects of population density, economic
performance, specialization, dependence of manufacturing, firm size, traditional values
and social capital. Surprisingly, we found no significant effects of firm size and indus-
trial structure on regional CP. Firm’s profitability was the most important predictor. We
found also positive effects of population density and religiosity and negative relationship
between CP and regional economic performance. Despite initial expectations higher rate
of CP was not found in rural regions.
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Highlights for public administration, management and planning:

* Donations are excessively concentrated to the capital city of Praha due to the head-
quarter effect.

* In majority of non-metropolitan regions the amount of local corporate gifts is very
low, not allowing for a significant contribution to the development of local commu-
nities.

* Large manufacturing and mining companies are important donors, but there is no
systematic relationship between their spatial distribution and rates of corporate
philanthropy at microregional level.

+ Firms in urban regions are on average more philanthropic than their rural counter-
parts.

the growth of metropolitan cores at the expense
of non-metropolitan regions (Fitjar & Rodriguez-
Pose 2015). Spatial distribution of the absolute
amount of CP and the number of charitable founda-
tions is highly uneven, disproportionately concen-
trated in the largest metropolitan regions, while
underrepresented in rural or old industrial regions
(see Hurd et al. 1998). There is a clear spatial
mismatch between the localisation of CP and dis-

1 Introduction

Except for several valuable contributions (e.g.
Hurd et al. 1998; Card et al. 2010; Paarlberg
& Yoshioka 2016; Mohan & Breeze 2016; Mar-
shall et al. 2018; Ding et al. 2019), the ge-
ographies of corporate philanthropy (CP) have
largely been neglected. Probably the most miss-

ing are empirical studies focusing on differences
in the rate of CP at the city and regional level.
Why are these studies so important and necessary?
Recent economic globalisation has been favouring

advantaged or declining municipalities that need
urgently such kind of private funding (Mohan &
Breeze 2016).
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In this paper, we aim to describe and explain current
regional differentiation of CP in Czechia: a small
country characteristic by the sharp polarity in eco-
nomic performance and wealth between the capital
(Praha) and all other cities and regions (Zenka et al.
2014). Although there have been many studies fo-
cusing on various aspects of CP in this country,
few authors deal with its spatial distribution. Fi-
ala (2015) argued that large service firms donate
primarily at the national level, while mining, man-
ufacturing and energy firms prefer local or mi-
croregional level. Hana & Cerny (2017) or Cerny
(2018) documented spatially highly uneven distri-
bution of donations provided by the Czech ener-
getic company CEZ Group, concentrated in munic-
ipalities in the immediate proximity of its power
plants. Fuchsova et al. (2018) found a relationship
between regional economic performance and CP.
Tetrevova et al. (2017) did not cope specifically
with the geography, but proposed valuable case
studies of CP in industries with high social/environ-
mental externalities: chemicals, explosives, alcohol,
tobacco, and gambling (see also Gurska & Valova
2013 for evaluation of CP in mining).

While the above mentioned authors deal primar-
ily with the regional/industry case studies or fo-
cus at the NUTS3 level (Fuchsova et al. 2018),
we analyse CP at the level of the so-called munic-
ipalities with extended powers (further only ,mi-
croregions”), administrative units roughly corre-
sponding with nodal regions. This allows for a de-
tailed analysis and testing of selected factors of CP
at a (micro)regional level: population size and posi-
tion in the settlement hierarchy, regional economic
performance and structure, religiosity and social
capital. We ask (i) to what extent are regional
patterns of CP shaped by the compositional fac-
tors such as industrial/firm size structure or firm
profitability that have no explicit spatial dimension
and (ii) to what extent by purely regional contextual
factors such as particular actors, institutions, poli-
cies or social capital (see Bekkers 2016 for a distinc-
tion between compositional and contextual factors)
that are unique and not transferrable elsewhere.
This paper should be considered as an introductory
text providing some preliminary empirical results
for a discussion. At this stage, we stick to the sim-
ple regression model and combine it with an inter-
pretation based on our knowledge of the particu-
lar regional contexts. This is followed by ongoing
construction of large firm-level dataset with reliable
geocoded data that would be sufficient for descrip-
tion and testing of all relevant determinants of CP
using a a multilevel regression model to distinguish
between the compositional and contextual factors.

In the next section, we provide a brief review of se-
lected determinants of CP at firm, industry and re-
gional level. Section three proposes a contextualiza-
tion of CP in Czechia from the institutional and le-
gal point of view. In the fourth section, we describe
data sources, indicators and methods. The fifth sec-
tion summarizes the main empirical results, in the
sixth section we discuss with approaches and find-
ings of other authors. The seventh sention con-
cludes and provides recommendations for further
research.

2 Determinants of corporate
philanthropy

In this paper we focus entirely on measurable eco-
nomic aspect of CP: cash donation, tangible and in-
tangible gifts. CP is primarily driven by company-
level factors, such as managerial strategies to in-
crease firm visibility or improve its reputation
(Arminen et al. 2018). Nevertheless, CP is also
context-dependent (Jones 1999), because the firm
behaviour and decision making is embedded within
particular social structures, norms and institutions
(Ioannou & Serafeim, 2012: 835). Arminen et al.
(2018: 4) argue that “two of the most important so-
cial structures that companies face are the country
of operation and the industrial sector”. For this pa-
per, however, we focus on regional differences in CP
rather than on the role of national contexts. There-
fore, we classified determinants of CP into three
groups: factors at the firm, industry and regional
level (Table 1).

According to the findings of Useem (1988), the most
important factor of CP at the firm level is firm
size. There is probably a U-shaped relationship be-
tween the firm size and corporate profitability: very
small firms and very large firms donate more than
those medium-sized (Udayasankar 2008). While
small firms aim to affect their immediate neigh-
bourhood or to be visible within the local com-
munity, large firms give more to build a positive
public image at (inter)national level (Amato & Am-
ato 2007). Their visibility increases pressure from
the costumers and public to behave responsibly
(Udayasankar 2008). Besides, large firms have bet-
ter access to financial resources (Johnson & Green-
ning 1999) and their administrative and manage-
ment capacities allow them to be more socially re-
sponsive (Brammer & Millington 2006).

As already suggested, CP is also associated with
the economic performance of companies. Profitable
firms are generally more likely to invest into corpo-
rate social responsibility (Arminen et al. 2018). Ac-
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Table 1 Selected factors affecting regional differences in the corporate philanthropy

Factor Mechanism Sources

Firm-level
(Useem 1988);

Firm size Large and small firms donate more than medium-sized firms. E][?;:;so:niafgeoi)rg: g 1999);
(Amato & Amato 2007)
(Jackson & Apostolakou 2010);

Profitability Current profitability of the firm is positively associated with CP. (loannou & Serafeim 2012);

Arminen et al. 2018)

Slack resources

Slack resources resulting from the profitability
in the past increase CP.

Waddock & Graves 1997);

Hartmann & Uhlenbruck 2015)

(
(
(Melo 2012);
(
(

Risk Financial risk lowers the rate of CP. Arminen et al. 2018)
Non-local Non-local c.)wnersvhip has a dirfectvnegative effect 0111 CP (Paariberg & Yoshioka 2016);
ownership lowers social capital and also indirectly lowers CP. (Card et al. 2010)

Branch plants donate less than headquarters.!-2

Geographically dispersed firms donate less than 2(Shi et al. 2017);
Dispersion concentrated firms. Firms with regionalized operations 3(Rugman & Verbeke 2004);

donate more than globally integrated firms.3 (Fuchsové et al. 2018)
Industry-level

Manufacturing firms donate more than service firms.
Tangible products Manufacturing firms give more at local/regional level, (Hurd et al. 1998)

service firms focus more at the national level.
orientation (Amato & Amato 2007)

less intensive contacts.

Social externalities

Firms in industries with visible social externalities donate
more to improve their image.

(Brammer & Millington 2005);
(Grogiou et al. 2015)

Environmental
externalities

Firms in industries with visible environmental externalities
donate more to improve their image* OR they donate less,
because philanthropy in these industries has no
significant effect on corporate reputation.®

4(Jakcson & Apostolakou 2010);
5(Brammer & Millington 2005)

Regional level

Economic
performance

There is a positive relationship between regional economic
performance and CP.

(Marshall et al. 2018);
(Fuchsova et al. 2018)

Position in the
urban hierarchy

Charitable company trusts and foundations are concentrated
in metropolitan cores and their hinterlands. Firms with
headquarters located further from metropolitan cores donate
more than firms based in metropolitan cores®.

(Hurd et al. 1998);
6(Boeprasert 2012)

Firms in rural and sparsely populated regions may donate

Rurali Bekkers 2008, 2016

urality more than firms in larger and denser urban regions. (Bekkers )
Economic Industrial specialization may affect negatively CP.

. Concentrated firm size structure (dominance of a single large firm) (Paarlberg Yoshioka 2016)
concentration L. . .
indirectly lowers local CP through adverse effects on social capital.
Bekkers 2 2016);

Religiosity Religiosity increases the rate of CP. (Beldkers 2008, 2016);

(Wiepking et al. 2014)

Social capital

Social capital at the community level is positively
associated with CP.

(Jha Cox 2015)

(Old) industrial
regions

Established manufacturing firms in (old) industrial regions
are tied to the local community more than geographically
mobile (service) firms and are characteristic by high CP.

(Hurd 1998);
(Paarlberg & Yoshioka 2016);
(Marshall et al. 2018)
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cording to the slack resources hypothesis (Waddock
& Graves 1997; Melo 2012), availability of finan-
cial funds resulting from the good profitability in the
past should increase the rate of CP. On the other
hand, leverage, a proxy for a firm s riskiness, should
affect CP negatively (Ho et al. 2012).

Apart from the regional-level factors (discussed be-
low), geography affects CP also at the firm-level.
Paarlberg & Yoshioka (2016) argue that non-local
ownership has a direct negative effect on CP, con-
sidering ,...the ability of large multinational firms
to relocate reduces their incentives to invest in lo-
cal headquarters location than in their branch lo-
cations” (p. 342). Besides, the authors also dis-
cuss potential adverse effects of non-local owner-
ship on local social capital that could indirectly
lower CP. Geographically dispersed firms (especially
those in small communities) donate generally less
than local firms (Shi et al. 2017), because local
firms are more dependent on social interaction with
local stakeholders and on the quality of the local
business environment. Presence of corporate head-
quarters increases local CP (Mohan & Breeze 2016).
Finally, firms with regionalized operations donate
more at regional level than globally integrated firms
(Rugman & Verbeke 2004; Fuchsova et al. 2018).
Probably the most important factor affecting inter-
industry differences in CP is visibility of that indus-
try for the stakeholders. The more visible are the ac-
tivities of companies in an industry, the higher CP
can be expected. Three basic variables that are pos-
itively related to industry visibility may be distin-
guished: tangibility, consumer orientation and ex-
ternalities.

Manufacturing firms producing tangible products
are generally more visible and donate more than
service firms (Hurd et al. 1998). Firms in indus-
tries that are customer-oriented and focus on final
products give more than firms in basic and inter-
mediate industries (Useem 1988; Amato & Amato
2007). For example, car producers are more visi-
ble and should donate more than suppliers of au-
tomotive components. Perhaps more importantly,
firms in industries with significant negative social
externalities are expected to donate more to im-
prove their reputation. Typical examples are al-
cohol and tobacco products or gambling, but also
some other stigmatized industries such as nuclear
energy (see Hana & Cerny 2017, documenting how
the Czech energetic company CEZ Group improves
its image through donations in municipalities proxi-
mate to its nuclear power plant), pharmacy or some
manufacturing industries characteristic by aggres-
sive offshoring/outsourcing strategies (Jha & Cox
2015). According to some authors, firms in indus-

tries with visible environmental externalities (such
as mining, energy, metallurgy, coke and refined
petroleum, chemicals, construction) donate more
to improve their image (Jackson & Apostolakou
2010), while other authors argue that they donate
less because philanthropy in these industries has no
significant effect on corporate reputation (Brammer
& Millington 2005).

Due to their complexity and contextual nature,
regional factors are significantly less explored
than their firm and industry-level counterparts.
Hurd et al. (1998) documented spatially highly un-
even distribution of charitable trusts and founda-
tions, concentrated into the largest metropolitan
regions. CP thus follows wider processes of spa-
tial centralisation and concentration in the econ-
omy. Nevertheless, firms with headquarters lo-
cated outside metropolitan regions donate rela-
tively more than firms based in metropolitan cores
and their hinterlands to increase their transparency
(e.g. for urban-based investors and financial institu-
tions), see Boeprasert (2012).

Charitable giving is more likely to be success-
ful in prospering regions with a dense network
of donors and charitable organisation, some authors
suggest a positive relationship between regional
economic performance and CP (Wolpert 1995; Mar-
shall et al. 2018; Fuchsova et al. 2018). Mill (1848)
argued that there is a (spatial) mismatch between
the distribution of charitable resources and social
needs (see also Mohan & Breeze 2016 for test-
ing). Nevertheless, established manufacturing
firms in (old) industrial regions have the strongest
tradition of local philanthropy (Hurd et al. 1998)
and are tied to their local communities more tightly
than geographically mobile service firms in econom-
ically well-performing metropolitan regions. Paarl-
berg & Yoshioka (2016) also argue that manufactur-
ing firms may stimulate the development of social
capital and contribute to higher CP also indirectly
(while not proven by the test). While the rate of CP
can be high also in economically lagging or declin-
ing regions, it is necessary to consider that ,,...the
geographically embedded and personally driven
nature of philanthropic motivations and impacts,
and indicated that the positive outcomes of corpo-
rate philanthropy are difficult to sustain in disadvan-
taged regions where fragilities in the local economy
and shifts in corporate strategy undermine charita-
ble giving” (Marshall et al. 2018: 267).

Regional patterns of CP are also shaped by social
and cultural factors, grouped around the so-called
community explanation (Bekkers & Schuyt 2008).
According to this approach, variation in CP can
be partly explained by intangible factors at the com-
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munity level. Probably the most important (apart
from an ethnicity that is beyond the scope of this pa-
per) is religiosity and social capital, the latter under-
stood as social norms and networks that facilitate
collective action (Woolcock 2001) through trust,
reciprocity and other values. Regions with high
level of religiosity may have higher levels of phi-
lanthropy (Ding et al. 2019), because not only
individual religiosity but also religious communi-
ties create and reproduce social norms encourag-
ing CP (Bekkers 2016: 29). Firms headquartered
in high social capital regions are more likely to de-
velop altruistic corporate culture and engage in CP,
especially when their suppliers, workers, lenders,
and customers are located in their vicinity (Jha
& Cox 2015: 255). Communities are more close-
knit in rural and lower population density regions,
therefore, a negative relationship between popula-
tion density and CP can be expected (Bekkers 2016:
30). As Paarlberg & Yoshioka (2016) suggest, con-
centrated industrial and firm size structure (domi-
nance of a single firm) may hamper local social cap-
ital and negatively affect CP.

3 Corporate philanthropy
in Czechia: context

In this section, we provide a brief characteris-
tic of Czech institutions, legal framework and re-
gional differences in selected factors of CP. Start-
ing at a national level, Czechia is a small unitary
state (78 864 km2, 10.7 mil. inhabitants in 2020)
with three metropolitan cores: Praha, Brno, Os-
trava (Fig. 1). The economic system is spe-
cific: Czechia and other Central European countries
can be marked as “dependent market economies”
(Nolke & Vliegenthart 2009: 672), characteristic
by the dominant position of large transnational cor-
porations, dependence on foreign capital and de-
cisions, major firms being mostly in the position
of suppliers to Western European markets. There-
fore, the spatial distribution of large foreign-owned
companies and their headquarters is likely to affect
CP significantly. Philanthropy of Czech households
and companies is not significantly different from
the situation in other European countries (Table 2).
The most important donor in Czechia is a public

Il Metropolitan cores (2)

I Metropolitan hinterlands (19)

I OIR Ustecko (9)

[ OIR Ostravsko (14)

[ Peripheral regions (134)

] Medium - sized urban regions (28)

Fig. 1 Typology of regions in Czechia. Source: Zenka et al. (2019: 2294); Notes: Pha=Praha; Brn=Brno;
Osv=0strava; MIB=Mladé Boleslav; Mos=Most; Chv=Chomutov; Dec=Décin; Vys=Vyskov; Otr=0trokovice;
Vot=Votice
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sector, followed by households, leaving companies
in the third place.

If we turn to the regional differentiation of CP de-
terminants, probably the most important feature
of Czechia (and all Central European countries)
is sharp and increasing polarity in economic per-
formance between the capital cities and all other
regions (Petrakos 2001; Hampl 2007; Zenka et al.
2014). Superdominant position of the capital city
of Praha results from the concentration of state ad-
ministration bodies, highly skilled labour, universi-
ties and academia, corporate headquarters, finan-
cial sector and also foreign capital and investment
due to their gateway function (Dostéal 2008). There-
fore, the capital will probably concentrate a large
share of the total CP amount.

While metropolitan cores are dominated by services
(Zenka et al. 2017a), manufacturing is the biggest
employer in almost all non-metropolitan and rural
regions (Zenka & Wellisch 2020). Almost one-third
of Czech non-metropolitan regions is heavily depen-
dent on automotive or supplying industries (Zenka
2019), 14% are regions dominated by foreign-
owned branch plants and 9% by a large domes-
tic manufacturing company (Zenka et al. 2017h).
There are two major old industrial regions, Ustecky
and Moravskoslezsky region (Koutsky 2011), char-
acteristic by a concentration of industries with neg-
ative environmental externalities, such as coal min-
ing, the refinery of petroleum products, energy, met-
allurgy or basic chemicals. Presence of large man-
ufacturing firms in industries with visible negative
environmental impact may increase the rate of CP.
Czechia is a highly ethnically homogeneous coun-
try, so we do not expect significant effects of eth-
nicity on CP. Religiosity is generally low, but there

is a clear urban-rural and west-east gradient, partly
valid also for the differentiation of social capital.
Rural regions in south-eastern part of the coun-
try are the most traditional and religious, while
the largest cities and the north-western borderland
represent the second extreme (Pilecek & Jancak
2010; Kasova 2013).

4 Data and methods

We draw on an anonymized firm-level database
(2016) of tax returns provided by the Financial
Administration (MF 2016) and databases adminis-
trated by the Ministry of Finance (Administrative
Register of Economic Subjects: ARES 2016) and the
Czech Statistical Office (Register of economic sub-
jects: RES 2016) - see Table 3. Data that were origi-
nally aggregated for the districts of financial offices
were transformed and reaggregated for municipali-
ties with extended powers (microregions): admin-
istrative units roughly corresponding to nodal re-
gions. Data for economic subjects that could not be
assigned to particular microregion were split pro-
portionally between all microregions in the partic-
ular NUTS3 region (1.1% of subjects from the na-
tional level was distributed between NUTS3 re-
gions; then on average 5.7% of total turnover was
distributed from NUTS3 to microregional level).
We excluded subjects in public sector (47 thous.
out of 435 thous. subjects) and subjects in gam-
bling and betting activities (NACE 92). The former
do not generally make profit that could be donated,
the latter are obliged to donate by the law. The to-
tal amount of gifts, the share of gifts in turnover

Table 2 Donations in selected European countries (2013) in mil. EUR

Total gifts? Share of ~Share of

Country Households Firms Households!  Firms! per capita gifts corporate

(mil. CZK)  (mil. CZK) (%) (%) (CZK) in GDP  gifts in GDP

(%) (%)

Austria 9734 12 655 37.9 49.3 3058 0.26 0.14
Belgium 10 870 10 221 43.7 411 2241 0.2 0.1
Czechia 11 005 4245 68.1 26.3 1540 0.36 0.1
France 91 936 75 712 40.3 33.2 3463 0.29 0.13
Germany 170 352 303 443 27.3 48.6 7 744 0.62 0.4
Hungary 2461 4840 20.3 39.9 1239 0.27 0.18
Italy 194 688 27 040 79.3 11 4 080 0.51 0.06
Slovakia 2 596 1704 53.3 35 901 0.22 0.09
Spain 27 419 9275 27.6 9.3 2135 0.13 0.03
United Kingdom 442 915 74 360 64.7 10.9 10 677 0.94 0.13

1Share in total amount of gifts in the country.

2Total gifts = sum of the amount of gifts by households, bequests, corporations, foundations and lotteries.

Source: Hoolwerf & Schuyt (2017); compiled and modified by authors
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and profitability were calculated from the data pro-
vided by the Financial Administration. Calculation
of the share of gifts in turnover used this formula:

sumof gifts

GIFTSspare =
net turnover

-1 000 000 (1)

where GIFTSgqre is the amount of gifts calculated
per 1 mil. CZK of, the sum of gifts is the total amount
of all gifts in the microregion and net turnover
is a sum of turnovers of all firms in the microregion.
Definition of gift on Czech tax legislation (Income
Tax Act 586/1992 Coll., the amendment from 2014)
as a voluntary donation without fulfilling any legal
obligation that would result from a contract.
Indicators of economic performance, specialization
and firm size structure were based on the Reg-
ister of economic subjects in selected production
industries provided by the Czech Statistical Of-
fice. This database covers only firms in agricul-
ture, forestry and fishing (NACE 1-3), manufactur-
ing (10-33), construction (41-43) and selected busi-
ness services (49-82): no better database of eco-
nomic indicators at a microregional level is avail-
able.

To analyse the effects of selected determinants,
we employed a classic OLS regression model with
the share of CP in turnover at a microregional
level as the dependent variable. Besides, we also
ran the second regression model testing the effect
of population size on the total amount of gifts. Ex-
planatory variables included to the models are listed
below (Table 3). Calculation of Moran’s I proved no
significant spatial autocorrelation of selected vari-
ables, so the addition of the spatial regression mod-
els was not necessary

Due to unavailability of detailed economic data
at a microregional level, we tested neither the share

Table 3 Variables entering the regression models

of industries with significant social and environ-
mental externalities nor specialization in consumer-
oriented industries. Although we were unable
to get precise numbers, the basic spatial distribu-
tion of these industries is well-known and was taken
into consideration in the discussion of empirical re-
sults. Traditional values and religiosity were mea-
sured by the share of Christian and Democratic
Union - Czechoslovak People’s Party (KDU-CSL)
in 2014 municipal elections: this party has a strong
position in rural municipalities and small towns with
higher levels of religiosity (Kostelecky et al. 2014)
and continuity in historical development.

5 Results

Let us start with several basic descriptive statistics
of CP and its localisation in Czechia (Table 4;Fig.
2). The most pronounced feature of CP is an ex-
tremely high spatial concentration into the largest
metropolitan core. In 2016 the capital city of Praha
accounted for 46.7% of total gifts in the coun-
try. Correspondingly, in 2016 Praha concentrated
half of total turnover, one-third of profits and 41%
of the total tax base.

Apart from Praha, the largest amount of CP were
found in other metropolitan cores (the second
is Brno with 5.5% share), regional capitals and non-
metropolitan regions with large manufacturing (or
mining) firms, such as Mladéa Boleslav, Most, Ttinec
or Otrokovice. Regional amounts of gifts range from
1.42 bil. CZK in Praha to 174 thous. CZK in pe-
ripheral region Votice (1 USD 24 CZK; 1 EUR 27
CZK). In almost half of all Czech microregions (93)
amounts of donations were lower than 2.5 mil. CZK.

Variable Indicator Period Sources
(MF (2016));
Total gifts Total amount of gifts in CZK (dependent variable) 2016 ARES (2016);
RES (2016)
Gifts in turnover Share of gifts in turnover (%) (dependent variable) 2016 MF (2016)
Economic performance Value added per capita 2014 CSO (2014a)

Industrial specialization (Herfindahl-Hirschmann index

Specialization at NACE rev. 2.0 calculated from employment) 2014 CSO (2014a)
Firm size Herfindahl-Hirschmann index of the firm size (based on employment) 2017 CSO (2017)
Profitability Return on sales: EBIT (profit) divided by total sales 2016 MF (2016)
Manufacturing Share of manufacturing in total employment (%) 2014 CSO (2014a)
Population density Population per km? 2016 CSO (2016)
Traditional values Support for KDU-CSL in municipal elections 2014 CSO (2014b)
Social capital Voter turnout in municipal elections 2014 CSO (2014b)
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If we turn to the share of CP in turnover (Fig. 3), sized non-metropolitan regions, most of them heav-
regional patterns change significantly. Higher rela- ily dominated by manufacturing industries. Mean
tive CP is characteristic rather for small or medium- share of CP in turnover is 0.02%, ranging from

© Jan Evangelista Pur kyné University in Usti nad Labe m



§ sciendo

Available online at content.sciendo.com

GeoScape 14(1) — 2020: 24—35 doi: 10.2478/geosc-2020-0003

Table 4 Corporate philanthropy at national level: descriptive statistics (2016)

Number of subjects Net turnover (bil. CZK)

Gifts amount (mil. CZK)

Number of donors  Gifts per 1 mil. CZK turnover (CZK)

366 714 15117 3038

20 465 200.97

Source: MF (2016)

0.15% (Most) to 0,0023% (Vyskov). The share of CP
in the tax base at the national level is 0.4%. Firms
in the most philanthropic microregion (Valasské
Mezirici) donated on average 1.7% of their tax base.
While some neighbouring microregions share sim-
ilar rates of CP, overall regional picture is rather
fragmented. High variability can be found not only
at the national level, but also inside particular
NUTS3 regions.

In the second part of the section, we introduce re-
sults of our regression models. We start with a sim-
ple OLS model testing the relationship between pop-
ulation size and the total amount of CP. Position
in urban hierarchy measured by population size ex-
plained 63.5% of the variability in the amount of CP
(R=0.797; B=1.478; p<0.001). Addition of other
variables suprisingly did not increase significantly
coefficient of determination, so we keep the model
as simple as possible. The second model tested
the effects of selected explanatory variables (Table
5), which in combination explained 20% of the share
of CP in turnover. Surprisingly, industry and firm
structure showed no significant relationships with
the dependent variable. Although there are sev-
eral microregions with large mining and manufac-
turing firms characteristic by high CP both in ab-
solute and relative terms, there is no systematic
relationship between concentrated firm structure
and CP. Dependence on manufacturing did not in-
crease the rates of CP, nor did industrial specializa-
tion.

Table 5 Correlates of the share of CP in turnover (2016)

No significant effects were recorded also in case
of social capital, represented by voter turnout in mu-
nicipal elections. On the other hand, we found
significant effects of population density, profitabil-
ity, regional economic performance and religios-
ity/traditional values. Return on sales showed
the strongest positive association with the share
of CP in turnover, religiosity and population density
were also positively related with the dependent vari-
able. Regional economic performance, on the other
hand, showed a relatively strong negative effect.

6 Discussion

Regression models in the previous section showed
some results that may seem contradictory at first
sight. While a firm’s profitability was positively as-
sociated with the share of CP in turnover, the re-
gional economic performance showed a negative ef-
fect. This contrasts with the argumentation of Mo-
han & Breeze (2016), who found fewer charities
in poorer areas. Apart from metropolitan cores,
the highest economic performance is found in mi-
croregions with large (both domestic and foreign-
owned) companies or branch plants in technol-
ogy or capital-intensive manufacturing industries
(see also Zenka et al. 2015). Share of value-
added and profits in turnover in this kind of com-
panies (car assemblers, miners) is generally low.

Coefficients 2

Model Unstandardized Coefficients S(Ezrc}?f:il;fsd ¢ Sig. Collinearity Statistics
B Std. Error Beta Tolerance VIF

(Constant) 1.444 1.338 1.079 0.282
Log Economic performance -0.328 0.117 -0.21 -2.808 0.005 0.728 1.374
Log Specialization -0.101 0.138 -0.063 -0.731 0.466 0.552 1.812
Log Firm size -0.08 0.267 -0.024 -0.299 0.765 0.626 1.596

1 Log Manufacturing 0.149 0.248 0.046 0.601 0.548 0.684 1.461
Log Social capital 0.097 0.531 0.014 0.183 0.855 0.67 1.492
Log Population density 0.232 0.083 0.227 2.786 0.006 0.611 1.636
Log Traditional values 0.208 0.082 0.172 2.545 0.012 0.883 1.132
Log_Profitability 0.719 0.132 0.354 5.466 0 0.966 1.035

@ Dependent Variable: Log Gifts turnover
Source: CSO (2014a); CSO (2014b); CSO (2017); MF (2016)
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High profitability (return on sales), on the other
hand, is found in several peripheral microregions
specialized in labour-intensive manufacturing in-
dustries. While regional economic performance
affects the share of CP in turnover negatively,
it showed a positive effect on the total amount
of gifts (see also Fuchsova et al. 2018 for the sim-
ilar conclusion of their analysis aimed at NUT3
regions). The largest absolute amounts of gifts
are — not surprisingly — found in economically well-
performing metropolitan cores, regional capitals
and non-metropolitan regions with large manufac-
turing or mining companies.

While there is a positive correlation (R=0.367;
p<0.01) between the voter turnout and support
for KDU-CSL in municipal elections, only the lat-
ter variable as a proxy of religiosity and traditional
value is positively associated with the share of CP
in turnover. We confirmed findings of Ding et al.
(2019) who analysed geographies of corporate so-
cial responsibility in the USA or Bekker (2016), fo-
cusing on regional patterns of individual philan-
thropy in the Netherlands. We failed to prove higher
CP in high social capital regions that were sug-
gested by Jha & Cox (2015). However, more com-
plex operationalization of social capital might un-
cover this relationship. Mechanisms through which
social capital affects CP are not well understood yet,
further qualitative inquiry is needed.

In contrast to our anticipation, CP is positively
associated with population density. Denser ur-
ban regions are on average more philanthropic
than sparsely populated rural areas. Therefore,
we found support neither for Boeprasert's (2012)
argument that rural firms are more socially respon-
sible to increase their transparency nor for the com-
munity explanation (Bekkers 2016) that expects
higher CP in small rural communities, where firms
are highly visible, embedded and expected to do-
nate locally. The latter finding does not necessarily
falsify the community explanation: small communi-
ties certainly stimulate local CP, but denser urban
regions may show higher CP due to the presence
of several large generous firms.

Probably the most important (while not always sur-
prising) findings are related to the position in ur-
ban hierarchy, economic structure and profitabil-
ity. Starting with the first, we found that popula-
tion size is a key factor explaining the spatial dis-
tribution of the amount of CP in absolute terms (in
line with Hurd et al. 1998). In 2016 the capital city
of Praha concentrated almost one-half of the total
amount of gifts. However, population size affects CP
probably indirectly through the so-called headquar-
ter effect (see Mohan & Breeze 2016). Concentra-

tion of corporate headquarters into the capital city
increase CP, because headquarters in metropolitan
cores rather than branch plants in rural areas de-
cide about the funding of philanthropic activities.
While the strong effect of population size on the to-
tal amount of CP is expectable, there is only a weak
association between population size and the share
of CP in turnover (R=0.100; p=0.154).

Despite initial expectations, no significant effects
of industrial and firm size structure on CP were doc-
umented (in line with findings of Paarlberg & Yosh-
ioka 2016 from the USA). Regions characteris-
tic by dependence on manufacturing, specialized
and/or concentrated firm size structure were ex-
pected to show higher CP than their counterparts
with the rather dispersed service-based economy.
We certainly do not contest validity of the argument
that very large (manufacturing) firms donate rela-
tively more than those medium-sized (as suggested
by Udayasankar 2008 or Amato & Amato 2008),
but at regional level, there are probably several
factors (some of them still unexplored) that over-
shadow the effects of economic concentration. One
of them was the profitability of companies: factor
with a stronger positive effect on CP than any other
explanatory variable (see Jakcson & Apostolakou
2010 or Arminen et al. 2018 for support of this re-
lationship).

7 Conclusions

In this paper, we aimed to describe and explain
current regional differentiation of CP in Czechia.
Our primary research question was if regional dif-
ferences in CP are driven primarily by a firm
and industry-level determinants (e.g. firm size
and industrial structure, profitability), or if and to
what extent regional contextual factors matter.
While company profitability showed the strongest
(positive) effect of all tested variables, other firm-
level and industry-level determinants were found
statistically insignificant. = This does not mean
that we falsified hypotheses that firm size or indus-
trial structure are related to CP. Rather, this shows
that at the microregional level their effects were
eclipsed by company profitability, overall regional
economic performance (negative effect) and partly
also by religiosity and traditional values that may
positively stimulate CP in some rural regions. While
the effect of social capital represented by the voter
turnout in municipal elections was not proven,
we argue that regional differences in CP cannot
be explained only by firm and industry-level deter-
minants: regional contexts are important. Besides,
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regional patterns of CP are also affected by non-
financial types of profitability, such as volunteering
or free provision of social services.

It is a question which findings from Czechia can
be valid also for other countries and which of them
are contextual. Highly uneven spatial distribu-
tion in the amount of CP and differentiated mi-
croregional patterns of CP are findings with more
general relevance. Excessive concentration of CP
to the capital city of Praha reflects its superdomi-
nant position in the urban hierarchy and also in the
Czech economy. This finding is probably valid also
for other smaller countries like Czechia that are
characteristic by the concentration of economic out-
puts to their largest metropolitan cores. Headquar-
ter effect seems to be the most relevant explanation
of this kind of spatial pattern. Many firms head-
quartered in the capital city run their production
operations in non-metropolitan regions, while dona-
tions even at a local level can be decided and ex-
ecuted in the capital. If we skip from the total
amount of CP to the share of CP in turnover, firms
in metropolitan cores are not more philanthropic
than firms elsewhere, but positive relationship be-
tween population density and CP has been recorded.
Last, even in Czechia as one of the least religious
countries in the world, local religiosity and tradi-
tional values expressed indirectly in voting prefer-
ences affect microregional patterns of CP. In more
religious and culturally more heterogeneous coun-
tries stronger effects could be expected.
Nevertheless, many important questions remain
unanswered and should be addressed in future re-
search. These research questions can be stream-
lined in the three directions guiding the reseach
agenda. Firstly, we need to evaluate trends in the
spatial distribution of CP and differences at the mi-
croregional level with respect to two questions:
(i) is there an increasing spatial concentration
of gifts into the metropolitan cores or rather a dis-
persion?; (ii) Are the regional differences in the
rate of CP rising or declining? Secondly, there
is a space for studies using multilevel regression
models that would be able to quantify the impor-
tance of firm-level, industry-level and regional con-
textual factors for the explanation of regional vari-
ations in the rate of CP. Finally, very few is known
about the mechanisms through which social and cul-
tural factors at the local level affect CP. Therefore,
we call for more studies focusing on mutual relation-
ships between local economic structure, social cap-
ital and culture and their effects on the rate of CP.
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