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The Legislation Deficiency of Chinese Charity
Incentive Mechanism and Its Improvement

Li Xiang

(School of Civil , Commercial and Economic Law, China University

of Political Science and Law, Beijing 100022, China)

Abstract; Charity incentive mechanism is a set of official incentives encouraging wealth flow
from the private to charity, thereby enlarging public welfare supply and equalizing social re-
sources allocation, which consists of a raft of tax deduction and exemption on charitable organiza-
tions’ denoted property and self-operated income. In the process of improving the development of

their own charity, all of developed countries take thorough and detailed incentive mechanisms as



128 ARG ER N 2 2016 4£55 3 1

the keynote of their charity legislation. However, Chinese legislation related to charity fails to re-
flect the nature that charity law is tax-exemption law, which is also the principle reason for that
Chinese charity has so far failed to break through billion scale bottleneck. Therefore, the estab-
lishment of efficient incentive mechanisms and adequate guidance with social wealth flow based on
learning from the idea of supple-front reform will dramatically boost the development of Chinese
charity,
Key words: charity; incentive mechanism; tax exemption; supply-front reform
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The Identity of Executives as Red-hat Merchants
and Corporate Commercial Credit

Luo Jingbo

(School of Accountancy, Jiangzi University of Finance and Economics, Jiangxi Nanchang 330013, China)

Abstract; In recent years, the core executives in some listed companies have held concurrently
the leadership positions of industry associations which are known as “red-hat intermediary”,
thereby acting as the unique identity as red-hat merchants. But what are their real motives and
purposes? From a perspective of the availability of corporate commercial credit and based on mar-
ket competition environment and company property attributes, this paper systematically studies
the effect of the identity of executives as red-hat merchants on commercial credit, It arrives at the
conclusions that the identity of executives as red-hat merchants increases significantly corporate
commercial credit, and the identity of red-hat merchants at the higher levels leads to more com-
mercial credit, showing that the identity of red-hat merchants has fulfilled a complementary func-
tion in formal financing channels. Further study finds that, compared with the SEOs, the red-hat
merchant identity in non-SEOs will result in the obtainment of more commercial credit; and un-
der high-degree competition market environment and during the international financial crisis, the
red-hat merchant identity can significantly increase corporate commercial credit. It also shows
that executives holding concurrent posts in industry associations have played a similar role of po-
litical connections.

Key words: red-hat merchant; social capital; commercial credit; business environment; in-
dustry association
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