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Government Funding Affects Non — Government Revenues
of Social Organizations: An Empirical Study of
3016 Foundations in China

Shen Yongdong & Yu Zhihong
( School of Public Affairs Zhejiang University Hangzhou)

Abstract: Government funding has become an important policy tool for the Chinese government to cultivate and develop social or—
ganizations. The existing studies have noticed the policy effect of government funding but they focus more on the utility value of
government funding in improving the efficiency and effectiveness of public services delivery as well as the quality of social govern—
ance but few study how government funding pursues sustainable development of social organizations especially their fundraising
capacity. Based on the fixed effect model analysis of the unbalanced panel data of 3 016 foundations in China from year 2008 to
2015 it is found that government funding has a significantly positive impact on non — government revenues of social organizations:

The more funds social organizations receive from the government the more total non — government revenues donation revenues
and market revenues they raise from society. Compared with non — restricted government funding government funding with the
time or the purpose limit has a more positive effect on improving the amount of social organizations” non — government revenues in
China. Our findings are explained as follows: The Chinese government empowers financing legality and improves public trust
through government funding of social organizations while restricted government funding further strengthens the reputation and
competition effects on social organizations” fundraising.

Key words: Government Funding; Social Organization; Non — Government Revenues; Reputation Effect; Competition Effect
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