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Using data on bank donations to nonprofit organizations, we examine the strategic

nature of banks' charitable giving. We find that bank donation decisions are driven

by local market competition and such donations subsequently lead to a higher local

market share. We confirm our results by using two exogenous shocks: the

application of antitrust laws in bank mergers and natural disasters.

We further show that bank donations lead to increases in local mortgage originations

and in the likelihood of entry into new markets through branch openings. Overall,

our evidence suggests that banks participate in corporate philanthropy strategically

to enhance performance.

Abstract
Drivers of bank donations (the application of antitrust laws):
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Introduction

Identification Strategies

• In this paper, we provide evidence that coincides with the view that corporate

philanthropy can be used strategically.

• Banks' donation decisions appear to be mainly motivated by the competitive

environment of local deposit markets.

• These donations attract nonprofits and individual customers which leads to an

increase in deposit market share.

• The increase in funding translates to greater lending activities. Banks also use

donations to attract customers when they enter into new markets.

Conclusions

Giving USA 2019 reports that corporate charitable giving increased by 5.4% in 2018, 

totaling $20.05 billion. Out of this amount, corporate foundation grantmaking 

constituted $6.88 billion in 2018, an increase of 6.5% from 2017.

Banks are one of the largest donors in corporate philanthropy:

• In 2015, seven banks were included in the list of the twenty most generous 

companies of the Fortune 500 in terms of cash contributions.

• Goldman Sachs donated 3% of its pre-tax profits in 2015 and Wells Fargo gave 

2% of its pre-tax profits to charity in 2019.

Despite the active engagement of banks in corporate philanthropy, little attention has 

been given to their donations. Even less attention has been given to the “strategic” 

nature of these donations.

Empirical Results

Exploiting the application of the antitrust screening process in bank mergers, we 

examine drivers of bank donations.

• This screening process is based on a pro forma analysis that involves both the 

predicted post-merger level of the HHI and the predicted change in the HHI 

resulting from the merger. 

• Regulators will intervene and require branch divestitures in any market where the 

HHI is predicted to rise by at least 0.02 points to a level above 0.18 as a result of 

the merger.

• The purpose of these divestitures is to ensure that a high level of competition is 

maintained in banking markets where mergers could adversely affect competition.

• Treated group: Banking markets where antitrust laws are required to maintain 

competition. 

• Control group: Banking markets where antitrust laws are not executed 

(competition will decrease as a result of the mergers being completed).

Using natural disasters at county-level, we investigate whether donations translate 

into a greater deposit share. 

• Natural disasters serve as an exogenous shock to the local demand for donations.

• Natural disasters incentivize banks to donate to the affected areas for reasons 

other than profitability.

• Treated counties: Counties experienced a natural disaster in a year.

• Control counties: Adjacent counties that did not experience a natural disaster 

during the same year.

Research Questions
Strategic use of corporate philanthropy in the context of the banking industry

• What is driving donation decisions?

- Competitive environment of local deposit markets. 

• Do donations lead to added benefits?

- For donations to be truly strategic, they must pay off for the bank in terms of 

additional value.

- Donations have a material impact on the banks' local deposit market share.

• Separate out the effects of the direct and indirect channel.

- Banks donate to local nonprofits to build relationships which in turn attracts 

these nonprofits as banks' customers.

- Banks use donations to attract socially responsible customers. 

• Additional economic consequences of bank donations:

- Lending activity.

- New market entry.


