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Abstract

Corporate social responsibility (CSR) can be understood as a company’s voluntary activities “that appear to further
some social good, beyond the interests of the firm and that which is required by law”. Examples include reducing the
environmentally hazardous materials, the creation of products integratig attributes, and support for local
businesses. The relationships between corporate social responsibility (@5fR)aancial performance (FP) have been
extensively reviewed and tested in the management literature, but their resulidely varied. Scholars disaccord on
the link between (CSR) and (FP); whether it is a positive, negativélimear, or even there is no link at all. It has
therefore been recommended that this relationship (CSR and FP) bhdakted further within a particular context and
that mediating and moderating variables should be taken into account fer fexdmination of this link. This study
tested the link between CSR and financial (FP) performance thrbeghediating role of corporate image in the
Egyptian hotel industry using structural equation modeling as the maiamisis technique to provide a more clear
explanation of how some CSR prizet may be more beneficial than others, to organization performance through the
mediating role of corporate image.

Keywords: corporate social responsibility, corporate image, financial performance, hdstryy structural equation
modeling

Introduction

For more than 70 years corporate social responsibility (CSR) has heesiealy reviewed in the literature. In 1953,
Bowen (1953) wrote hisook on Businessmas Social Responsibilities. Since then, the terminology of business social
responsibility has been changed to CSR. The World BusinessciCofor Sustainable Development (WBCSD)
proposed one of the commonly adopted definitions of OBRtates thatCSR is the continuing commitment
by business to behave ethically and contribute to econcemiglopment while improving the quality of life of
the workforce and their families as well as the local neatity and society at large’ (WBCSD, 1999).

The relationships between corporate social responsibility (CSR) and finamcfatnpance (FP) have been
extensively reviewed and tested in the management literature, but their aesultiglely varied. Scholars have found a
positive, a negative, curvilinear, and even no effect of CSR ofME®Villiams and Siegel, 2000; Hillman and Keim,
2001; Bhattacharya and Sen, 2004; Barnett and Salomon, 2006; Wu, I2006 specific, some authors (Vance, 1975;
Aupperle et al., 1985) argued that social responsibility is costly, asdcputpanies at an economic disadvantage in
comparison to less socially responsible firms.

Another group of papers found no association between investinesusially responsible activities and market
value (e.g., Hamilton et al., 1993; Diltz, 1995a,b; Guerard, 1996; Kurtz igadtalomeo, 1996; Reyes and Grieb,
1998; Statman, 2000; Baue et al., 2005). In contrast to the studiesloitee; several papers find social responsibility
is associated with returns that are above market averages for the stuididsl (Luck and Pilotte,1993; Diltz et al.,
1999; Schueth, 2003).

It has therefore been recommended that this relationship (CSR and dtij ble tested further within a
particular context (Chand, 2006) and that mediating and moderating variailds sk taken into account for further
examination of this link (Rowley and Berman, 2013). Thiglpttesponded to the previous calls and tested the link
between CSR and financial performance (FP) through the mediatingfralerporate image in the Egyptian hotel
industry. Two models were tested in Structure equation modeling AM@SS statistical software, testing both direct
and indirect relationships between CSR and FP through the mediatind cokparate image.

Literaturereview
Corporate social responsibility

Corporate social responsibility includéschieving commercial success in ways that honor ethical values and respect
people, communities, and the natural environmédlark, 2006; Porter & Kramer, 2006). The European Comnmssio
(2010) introduced a definition of corporate social responsibility as ‘a concept whereby companies integrate social and
environmental concerns in their business operations and in their interadtiotheir stakeholders on a voluntary
basis. Another definition in the management literature was introduced by DE®¥3( p. 312), who defines CSR as

‘the firm’s considerations of, and response to, issues beyond the narrow economic, technical, and legal requirements of

the firm to accomplish social [and environmental] benefits along wéltrdditional economic gains which the firm



seeks. There is no universally definition of CSR, but some commonalitg#wden the definitions of CSR could be
found. Of these; CSR is the obligation of the organization to stakehd®R is business activities beyond the
organization’s technical or economic interest (McWilliams & Siegel, 2001), CSR is the comemittoact ethically
(Watts and Holme, 1999), CSR should contribute to economic impraxsrierschoor, 2005), CSR should develop
life of the workforce and local society (Redford, 2005), and C$Buld decrease environmental impacts
(Deephouse,1996)n tourism industry, although the literature on CSR in this sectwargce, it recently attracted great
attention (Kang, Lee, & Huh, 2010). Research has been increasinglyedoaus cost reduction and resource
consumption in hospitality (Ayuso, 2006; Bohdanowicz & ZientaraQ9p0Additionally, a larger number of
organizations are integrating the concept of CSR into their businesshaviplarpose of enhancing the environment, the
quality of life in local society, or the welfare of their own employees (Bohdanowicze&ta@ra, 2009; Font et al.,
2012).

To be more specificht hotel sector is one of the world’s fastest growing industries that plays a
predominantrole in tourism, as tourists usually traved different locations, in large numbers. It is often
recognizedas a source of both economic and social benefits threugporting job creation, leisure and
business travel, and the sharing of experiences and knewl@ddsrosbios, 2012).0n the other hand, hotel
industry also enacts several negative influences on sociakalnatund economic environmenincluding the
impact on climate change, air and noise pollution, waste creation, besides economic and social issues.
Furthermore, several hotels staim the main cities neighboring evaultural or natural heritage places; atiract
large number of tourists, which in turesulted ingrowing ecological footprint (Kirk, 1995). Ranging frormadl
to large organizations, hotels and resorts consume water, energy, liweml, paper, laundry, stationery cleaning
materials, consumables, and other resources, produce water, air, aotsepil pollution, and affecthe local
societiesthrough their occupation of own spaces, use of infragtejctand relationships with local government
(Chung and Parker, 2010). The previous debate of the intelat@n between hotels industry and CSR concept,
encourage several hotel to provide CSR related reports. While reportingra&RRes does not necessarily match the
actual CSR activities, it is clear that CSR is becoming a well-known glubative (Holcomb, Upchurch, & Okumus,
2007).

Hilton Corporation has the resbcomprehensive CSR reporting, followed by Marriot in the second cgtegut
the Accor hotel group came in the third categdipst hotel corporations can enhance their CSR reporting and hotel
companies should “live up to their reputation of being ‘hospitable’ not only to their guests but also to society”
(Holcomb, Upchurch, & Okumus, 2007

Corporate social responsibility, financial performance, and cor porate image

Carrige and Mele (2004) classified the theories and its related approdci€Ran four groups: (1) instrumental
theories, in which organizations main aim is to gain more profit, angbd&l practices are only a means to attain
economic results; 2) political theories, which concern themselves with the corporations powsbpciety and
employing this power in the political arena; (3) integrative theoriesyhith the corporation main interest is the
satisfaction of social demands; and (4) ethical theories, based on etheaigibilities of organizations to community
(See table 1).

The current study is mainly interested in the first group of theowlgh considers CSR a means to attain
profit. In this group of theories, CSR is viewed only as a toalbtain some economic objectives. A representative of
this view is Friedman (1970) who stated that ‘the only one responsibility of business towards society is the
maximization of profits to the shareholders within the legal framevamik the ethidacustom of the country’. In
concernto obtaining profits; it does not exclude taking into consideration the reggmts of all others who have a
stake in the firm (stakeholders). It has been contended that incemmitions the satisfaction of these requirements can
contribute to maximizing the shareholder value (Mitchell et al., 1997; Odgewatsbn, 1999).

In the same vein (The first group of theories), CSR can be viewedaasce to improve financial performance
and generate competitive advantage either (Husted or Allen, 2000). AdditioB8IR can be the main element to
improve the organizatids image and reputation. In a way, it tries to generate product differentiatidariing
socially responsible practices that can affect compargputation (Smith and Higgins, 2000). As McWilliams and
Siegel (2001) have pointed out: ‘support of cause-related marketing creates a reputation that a firm is reliable and
honest. Consumers typically assume that the products of a reliable astl firom&vill be of high quality’.

Several empirical studies are conducted to test the previous theoretical assuftiptiaetationship between
CSR and FP); however, the finding of these studies report mixelisrédare specific, some authors found social
responsibility is costly, and puts companies at an economic disadvanthgessivood (1991), Vancéq75, Aupperle
et al., (1985), and Ho Kang et al., (2010). Another group of autfomnd no relationship between investments in
socially responsible activities and financial returns such as Hamilton et al.),(D383(1995, Guerard (1996), Reyes
and Grieb {998, Statman(2000, and Baue et al., (2005). In contrast to the previous studiesyas authors
confirmed that social responsibility can directly improve the corporate fingraitdrmance (Luck and Pilotte, 1993;
Diltz et al., 1999; Schueth, 2003; Inoue and Lee, 2011; Lee et al.; Ridafa et al., 2012; Tamajén and Aulet



2013. Therefore, it has been recommended that this relationship (CSR argh&®)l be tested further within a
particular context (Chan@006) besides, mediating and moderating variables should be taken into accdunthfar
examination of this link (Rowley and Berman, 2013). The carstudy tested the link between CSR and financial
performance through the mediating role of corporate image in thetiggymwtel industry.

Resear ch framework and hypotheses

A conceptual framework is a structure of concepts and/or theories ataqgbulled together as a map for the study. A
conceptual framework is a fundamental part of a quantitative research siplgins the research questions or
hypotheses, whereas, in a qualitative study, it may be less importi@ssarear in its structure ( Collis and Hussey,
2003; Punch,2005). In the current study, and if the data asdlysiploratory factor analysis) give an evidence that
CSR is a uni-dimensional construct, two models will be suggeststicagn in figure 1. Model 1 shows the direct

relationship between CSR (as a uni-dimensional construct) with fingresfakrmance. Therefore, the below hypothesis
will be proposed

H1: CSR (asa uni-dimensional construct) has a positive direct relationship with financial performance

The second model tests the indirect relationship of CSR with FP withltimeeftiation role of corporate image.
Therefore, the below hypothesis will be proposed:

H 1: CSR has a positive relationship with corporate image
H 2: Corporate image has a positive relationship with FP
H 3: CSR has a positive relationship with FP through corporate image

However, if the data analysis (exploratory factor analysis) gives exgdémat CSR is multidimensional
construct; then two different models will be &tfurther with different hypotheses show the direct and indirect
relationships of the unlike dimensions of CSR with FP as showgurefi2 and 3.

Figure 1: Theresearch framework
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Table 1: Corporate social responsibilities theories and related approaches

Types of theory

Some key Approaches

Short description

Reference

Instrumental theories
(focusing on achieving
economic

objectives through social
activities)

Maximization of shareholder value|

Long-term value maximization

Friedman (1970), Jensen (2000)

Strategies for competitive
advantages

- Social investments in a competitive context

- Strategies based on the natural resource view of the firm an
dynamic capabilities of the firm

-Strategies for the bottom of the

economic pyramid

Porter and Kramer (2002)

Hart (1995), Lizt (1996)

Cause-related marketing

Altruistic activities socially recognized used as an instrument
marketing

Prahalad and Hammond (2002),Hart and
Christensen (2002),Prahalad (2002aradarajan
and Menon (1988), Murray and Montanari (198

Political theories

(focusing on a responsible
use of business power

in the political arena)

Corporate constitutionalism

Social responsibilities of businesses arise from the amount o
social power that they have

Davis (1960, 1967)

integrative Social Contract Theory

Assumes that a social contract between business and society
exists

Donaldson and Dunfee (1994,
1999)

Corporate (or business) citizenshiy

The firm is understood as being like a citizen with certain
involvement in the community

Wood and Lodgson (2002), Andriof
and Mclntosh (2001)

Integrative theories
(focusing on the integration of
social demands)

Issues management

Corporate processes of responsethose social and politica
issues which may impact significantly upon it

Sethi (1975), Ackerman (1973), Jones (1980),
Vogel, (1986), Wartick and Mahon (1994)

Public responsibility

Law and the existing public policy process are taken as a
reference for social performance

Preston and Post (1975, 1981)

Stakeholder management

Balances the interests of the stakeholders of the firm

Mitchell et al. (1997), Agle and
Mitchell (1999), Rowley (1997)

Corporate social performance

Searches for social legitimacy and
processes to give appropriate responses to social issues

Carroll (1979), Wartick and
Cochran (1985), Wood (1991b) Swanson (199

Ethical theories
(focusing on the right thing to
achieve a good society)

Stakeholder normative theory

Considers fiduciary duties towards stakeholders of the firm. If
application requires reference to some moral theory (Kantian
Utilitarianism, theories of justice, etc.)

Freeman (1984, 1994), Evan and Freeman
(1988), Donaldson and Preston (1995), Freem
and Phillips (2002), Phillips et al. (2003)

Universal rights

Frameworks based on human rights,
labor rights and respect for the environment

The Global Sullivan Principles
(1999), UN Global Compact (1999)

Sustainable development

Aimed at achieving human development considering present
future generations

World Commission on Environment and
Development (Brutland Report) (1987), Gladwi
and Kennelly (1995)

The common good

Oriented towards the common
good of society

Alford and Naughton (2002), Mele”
(2002) Kaku (1997)

Source Carrige and Mele (2004: 634)



Operationalization of the study constructs

There is a contradiction in the literature concerning the dimensional stroét@®R. Some authors such as Park
and Lee (2009); Lee et al., (2013) identified several dimensiorfeeafdnstruct CSR and then a single composite
score of CSR was used in the data analysis. In contrast, other schalhras Clarkson (1995); Waddock & Graves
(1997); Godfrey & Hatch (2007); and Mustafa et al., (2012), ass@&#t is a multidimensional construct. They
predetermined several dimensions of CSR and investigate the impactasiegle dimension with its potential
outcomes including business performance. G3Rnensional structure will be tested in the current studies, using
exploratory factor analysis to find out if the proposed dimessafhCSR will be employed as a uni or a multi-
dimension construct in the model that will test the relationship of C3R edrporate image and financial
performance.

Turker (2009) introduced a widely accepted scale to measure CSR sdntaimlimensions (see table 2) as
following:
First factor: including CSR to society, natural environment, future generadioth$yGOs (7 indicators).
Second factor: including CSR to employees (5 indicators).
Third factor: including CSR to customers (3 indicators).
Fourth factor: including CSR to the government (2 indicators).

A 10-point numerical scale ranging from one (completely dissatisfied) {odinpletely satisfied) was used.
Three items were used to measure the hotel corporate image position (bhdintage) in the market (brand
awareness, brand image, and brand personality) in comparisoftsattain direct competitors, drawing mainly
from the study of Zou et al., (2003). A 10-point rating scaeging from (1)Much Worse’ to (10) ‘Much Beter’,
to assess managers' perceptions about the image of their hotels.

Table (2): Turker (2009) scaleto measure CSR

Factors Indicators

1- CSR to society, e Our company contributes to campaigns and projects that promote the wel
natural environment being of the society.
future generations, e Our company implements special programs to minimize its negative timpal
and NGOs the natural environment.

e Our company participates in activities which aim to protect and improve th
quality of the natural environment.

e Our company targets sustainable growth which considers future gengratid

e Our company makes the investment to create a better life for future
generations.

e Our company encourages its employees to participate in voluntary activiti

e Our company supports nongovernmental organizations working itepnabc

ares.
2-CSR to employees e Our company supports employees who want to acquire additional educati
e Our company policies encourage the employees to develop their skills an

careers.

e Our company implements flexible policies to provide a good work & life
balance for its employees.

e The management of our company is primarily concerned with employees’
needs and wants

e The managerial decisions related with the employees are usually fair.

3-CSR to customers e Our company provides full and accurate information about its products to
customers.

e Our company respects consumer rights beyond the legal requirements.

e Customer satisfaction is highly important for our company.

4-CSR to government e Our company always pays its taxes on a regular and continuing basis.
e Our company complies with legal regulations completely and promptly.

Source: adopted from Turker (2009:419)



While financial performance is frequently measured using subjectareqjptual) measures (e.g. Agus and
Sagir, 2001; Douglas and Judge, 2001; Kaynak, 2003; Lakhal, Z002008), financial performance is measured
in this study using two objective indicators (employee productasity revenue per room), as subjective measures
typically contain systematic (biases) and random measurement errors @udl&axton, 1998).

M ethodology
Data collection

In this study, data was obtained from a survey of 360 fodifiaa-star hotels in Egypt to test the impact of CSR on
FP. A total of 320 responses (130 from five-star hotels and 1®0 four-star hotels) were obtained. Twenty
uncompleted questionnaires were removed leaving 300 usable questionnaireddangl § response rate of 83%.
All questionnaires were completed by the hotel general managers. The questiomasipre-tested through
interviewing three academic researchers and 20 hotel managers. Some réwithienguestionnaire were made to
improve its clarity and eliminate some duplicated items. The internal consistexii@pility) of the research
variables were tested using Cronbach’s alpha method, exploratory factor analysis (EFA) was employed tohest t
dimensionality of the research variables, and finally, structural equatidelimgp (SEM was employed to test the
research hypotheses.

Results and Discussions
Testsfor dimensionality, and reliability

Exploratory factor analysis (EFA) is employed in the current stadgst the dimensionality structure of the study
construct. EFA is a statistical approach used to achieve two main remtissummarizing and data reduction
(Tabachnick and Fidell, 2007; Hadét al., 2006). Data summarizing aims to locate appropriate structure of the
research variables under the specific logic factors (Tabachnick and Fidell, 200&t &l., 2006). Data reduction is

a process used to remove uncorrelated items and reduces the oéiitdras within each variable (Tabachnick and
Fidell, 2007; Pallant, 2007). All the necessary conditions (sample size, factgrabiit(strength of the relationship
among the variables), missing data, outliers, linearity, normality, and muiti&anity) for performing EFA are met.

All the indicators employed to measure CSR, corporate image, and finpad@mance were subjected to
exploratory factor analysis (EFA) in SPSS v20 to find out homymiactors (dimensions) they suggest. EFA
produced a four-factor solution for CSR, and one-factor solditiocorporate image, and one-factor solution for FP.
All the items used in the questionnaire to measure CSR are retainkddrnighly on the expected factors (with no
cross loading).

The current study measurements were evaluated for reliability by using Cronbach’s alpha, which is an
internal consistency method, based on the recommendation of Malhat@).(20ronbach’s alpha is a technique
that calculates the mean reliability coefficient for all possible ways ofisglit set of items into two halves
(Malhotra, 2010). High alpha scores mean more internal reliability in #esunement scale whereas a low alpha
indicates the items used do not really capture the construct and someniégrhave to be eliminated to improve the
alpha level. However, according to Hair et al (2006), iaahally (1978) the lower limit for Cronbach’s alpha is
0.70. Bryman and Bell (2003) asserted the figure 0.080 is typieatiployed as a rule of thumb to denote an
acceptable level of internal reliability.

Composite Cronbach Alpha values scores for all factors reflect satisfaatenyal consistency for those
items. The reliabity scores of all averaged scales (Cronbach Alpha or o) of all factors exceed 0.90, which is above
the usual cut-off level of 0.7 as recommended by Nunnally and Bernd@94). Internal reliabilities of each
construct (Cronbach’s alpha) ranged from 0.83 to 0.95, all exceeding the minimum criterion of 0.60 (Bagozzi and
Yi, 1988).

SEM Resultsand | nterpretations

Structural equation modeling was employed in the current study bec@uskatdn analysis technique can test the
causal direct and indirect relationship between the research variables (Byt®¢, 20Qditionally, SEM is a
technique to analyze multiple and interrelated relationships among the confstruntsdel building. It is the only
analysis that allows complete and simultaneous tests of all relationshipsefaomplex and multidimensional
phenomenon (Tabachnic and Fidell, 2007:679). In addition, SEM allowssesging a latent variable in the
relationships between variable while taking into account the estimated meadueeroenelated to the imperfect
measurement of variable as well (Schumacker and Lomax, 2010).



All necessary conditions to run SEM, i.e. conditions regarding theleasize, missing data, outliers,
normality, and multicollinearity, were met. Several goodred#-(GOF) measures were used to assess model fit;
Chi-square (32), Normed ¥2 (CMIN/DF<0.3 ), Root Mean Square Error of Approximation ( RMSEA<0.05), Root
Mean square Residual (SRMR<0.05), Normed Fit Index (NFI>0.90), Compmafsiti Index (CFI>0.90), Tucker-
Lewis Index (TLI>0.90), Parsimony Comparative Fit Index (PCHB8Y) and Parsimony Normed Fit Index
(PNFI>0.50). All the models were specified and over identified; the data fondbels was entered in AMOS v18
by using the ML estimation technique

Figure (2): Model 3 direct effect of CSR on FP

X(184, N=300) =1604.5,
P =.000,CMIN/cf=10.84,
| SRMR =0.409, RMSEA=0.181,
GFI=0.7610, NFI=0.744,
TLI=0.724, PCFI=0.659,
PNFI=0.644
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***Correlation is significant at the 0.00 level; F1 CSR, F2 CSR, F3 GBi,F3 CSR: the four Factors that
measuring corporate social responsibility; FP: financial performance; x1td4ndicators that measuring CSR
factors; Y1, and Y2: indicators that measure financial performancd ®IMeasurement error associated with the
observed variables. varl: Residual error in the prediction of an unobserveeeods factor



Figure (3): Model 4 indirect effect of CSR on FP through cor porateimage

X2(213,N=300)=219.413,
P=.367,CMIN/df=1.1.03,
RMSEA=..016, SRMR=0.0409,
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***Correlation is significant at the 0.00 level; F1 CSR, F2 CSR, F3 CSR,RIhCSR: the four Factors that
measuring corporate social responsibility; FP: financial performance; x1td@4ndicators that measuring CSR
factors; M1-M3: indicators that measures corporate image; Y1, and Y2: indicators ¢laurm financial
performanceel-e22: Measurement error associated with the observed variables. Varl- var2: Rasaiuial the
prediction of an unobserved endogenous factor

The goodness of fit indices (GOF), as shown in table 3, indicate that B1¢sie¢ figure 2) which test the
direct effect of CSR on FP does not fit the data well, while model 4 (see 3y which test the effect of CSR on FP
through the mediating role of corporate image perfectly fits the Naiee specific, model 3 (direct relationships
between CSR and FP) GOF indices indicate that the model does not fit the Ildtadetails model 32 (184 N=
300 = 1604.5 P<0.001 (Normed y2 = 10.84, RMSEA=(@1, SRMR = .409, CFl= @6, NFI=0.74, TLI=072,
PCFI=065, and PNFI=064). Model 4 (indirect relationships between CSR on FP through corparate) results
indicate that the model GOF indices fit the data well. In details mogel (2413, N= 300 = 219.43, P= .36,
Normed 2 = 1.03 (below the cut of point of 3), RMSEA=Q® (below the cut of point of .03), SRMR = .046
(below the cut of point of .03), CFI= @8, NFI=0.97, TLI=0.996 (all above the cut of point of .90), PCR320Q,
and PNFI=0.834 (both above the cut of point of .5), (see table 3).

After obtaining satisfying results for the proposed model (modglthe researcher tests the research
hypotheses. Each path in the structural model between the latent varialslesemep a specific hypothesis.
Hypotheses are usually tested in the form of a null hypothesis HO, wherdationship exists or estimate equals
zero. The null hypotheses are either rejected or not rejected, dependihg significance level (P value) of the
standardizedoefficient of research parameters. If P value is less than the significant level (i.e. P < 0.05), there is an
evidence to reject the null hypothesis, and if the P value is greatethe significant level (i.e. P > 0.05), there is
no evidence to reject the null hypothesis (Pallant, 2007). Significance @welsyed in the current study are



0.05, < 0.01 and < 0.001. The lower the significance level, the more the data must deviate from the null hypothesis
(estimate equals zero). Therefore, the 0.001 level is more conserttaivethe 0.01 level. In this study, a
significance level less thaf 0.05 is considered acceptable, while < 0.01 is considered strong and < 0.001 is
considered a high significance level.

Structural equation modeling using AMOS v18 is employed to test the nathegis (estimate equals zero)
of these relationships (between the latent factors) as shown in Figure 2, arftbse relationships represent the
likely direct and indirect relationships between CSR and financial perfmenaTable 4 presents selected output
from AMOSv18 showing the hypotheses, standardized (estimates) regressgints, the P-value, and whether the
null hypothesis is supported or rejected.

Since model 3 GOF indices does not fit the data well (see figure 2 and tathle Bypotheses (in mode) 3
between CSR and FP will not be discussed in depth (see table 3). ¢tpMeodel 4 (see figure 3) GOF indicates
this model better fits the data and could further be used to explain thehgpatheses (see table 3).

In model four (see figure 3), which assumes CSR is a multigiimeal construct contains four dimensions
(CSR to society, natural environment, future generations, and NGOs; C8RIltiyees; CSR to customers; CSR to
government) and investigates ftinelirect impacts of CSR on FP through the mediating role of corporagejrtse
path coefficient between F1 CSR (CSR to society, natural environmant fygnerations, NGOs) and corporate
image is B7 with a high significance P-value (P<0.001), which lead to the rejeof the null hypothesis and
indicates that F1 CSRas a positive significant dirdgt effects on corporate imag@his result indicates, the
corporate (hotel) image increases when the hotel contributes to campaignsjants that promote the well-being
of the society, implements special programs to minimize its negativactrop the natural environment, participates
in activities aiming to protect and improve the quality of the natural @mvient, targets sustainable growth that
considers future generations, makes investment to create a better lifatuar §enerations, encourages its
employees to participate in voluntarily activities, and supports nongoeetal organizations working in
problematic areas. This result is consistent with Robbins & De Cenz2)(20@ Hayward (2005).

Moreover, the examination of the path coefficients and the related P-valuess #ss effect of F2 CSR
(CSR to employees) on the corporate image reveals that F2 CZRdirast positive effect on the corporate image
(0.38; P<0.001). This highly significant (P <0.001) path coefficieotide an evidence to reject the null hypothesis
(no relationship exists) and indicates that F2 CSR has a positive diret¢taeffédee corporate image. This resul
indicates that the corporate (hotel) image increases when the hotel supppldyees who want to acquire
additional education, encourage the employees to develop their skills and,cempéements flexible policies to
provide a good work and life kalce for its employees, management is primarily concerned with employees’ needs,
and managerial decisions related to the employees are usually fair. Toissistent with several previous studies
results such as those conducted by Fombrun & Shanley (1990, Ratralan(1997) and Bauman and Skitka (2012).

Table (3): Summary of model fit indicesfor the proposed research models

AFM IFM PFM
absolute fit measures incremental fit measures parsimony fit measures

x2/df RM SEA SRMR | CFI NFI TLI PNFI PCFI

Standard fit values <3 < 0.03; <| < 0.03; | =0.90 >0.90 >0.90 >05 >05
0.08 <0.08

Model 3: 10.84 0.181 0.409 0.76 0.744 0.724 0.64 0.65
Direct impact of CSR on
FP
Model 4: 1.03 .016 .041 .997 .997 .996 821 .834
Indirect impact of CSR on
FP through corporate
image




Table (4): Hypothesized relationships, Standar dised Regression Weights, P-values, and null hypotheses

supported/rgected (CSR& FP).
Hypothesized | Standardized P Null interpretation
Relationships estimate hypothesis
(estimate
equals zero)
Model 3
H1 FP<--- F1 CSR .28 *hk Reject F1 CSR has a positive direct significant eff
on FP (effect size = .28)
H2 FP<--- F2 CSR .002 .65 | Fail to Reject | The direct positive significant effect of F2 CS
on FP is not supported (effect size082)
H3 FP<--- F3CSR A1 .08 | Fail to Reject | The direct positive significant effect of F3 CS
on FP is not supported (effect size = .11)
H4 FP<--- F4 CSR .13 .06 Fail to Reject | The direct positive significant effect of F4 CS
on FP is not supported (effect size =.13)
Model 4
H1 Image <- F1 CSR 37 *kk Reject F1 CSR has a positive direct significant effs
on corporate image (effect size = .37)
H2 Image <- F2 CSR .38 rkk Reject F2 CSR has a positive direct significant effg
on corporate image (effect size =.38)
H3 Image <- F3 CSR .23 ok Reject F3 CSR has a positive direct significant eff
on corporate image (effect size =.23)
H4 Image <- F4 CSR 22 *kk Reject F4 CSR has a positive direct significant eff
on corporate image (effect size = .22)
H5 FP<--- Image 43 *kk Reject Corporate image has a positive direct signific
effect on FP (effect size = .43)

***Correlation is significant at the 0.00 levelF1 CSR CSR to society, natural environment, future
generations, and NGOB2 CSR CSR to employee$3 CSR CSR to customer$4 CSR CSR to the government
FP: financial performance.

Additionally, in examining the impact of F3 CSR (CSR to custojmmscorporate image, there is evidence
that F3 CSR has positive path coefficients and strong significaralies (0.23; P<0.001). This significant P value
rejects the null hypothesis (estimates equals zero) and indicates thatpim@teothotel) image increases when the
hotel provides full and accurate information about its products todhsiomers; the hotel respects consumer rights
beyond the legal requirements; and the hotel pays great concern toemwistatisfaction. These results are in line
with the findings of the studies conducted by Becker-Olsen et 8l06)2 and Pérez & Rodriguez del Bosque
(2015).

Furthermore, the SEM results indicate F4 CSR (CSR to the governmenrd) dieect and either positive
significant impact (0.22; P<0.001) on corporate image. Thishyhigjgnificant (P <0.001) path coefficient provide
an evidence to reject the null hypothesis (no relationship exists) and indida®3R has a positive direct effect on
the corporate image. This result indicates that the corporate (hotel) incagases when the hotel always pays its
taxes on a regular and continuing basis; and complies with legal regsiletiompletely and promptly. This result is
supported by several previous studies such as those conductagd®r 11997), and Mandina et al., (2014).

Finally, the study results declare that the hotel financial performafitde improved when its image
increase. In other words, the SEM results indicate that hotel image hesctapdisitive significant impact (0.43;
P<0.001) on financial performance. This highly significant (R&D). path coefficient provide an evidence to reject
the null hypothesis (no relationship exists) and indicates that hotet ingesga positive and direct effect on financial
performance. The results also indicaties hotel financial performance (employees’ productivity and revenue per



room) will increase when the hotel has a superior brand advantagd; @maneness; brand image, and brand
personality in comparison with its main direct competitors in thekemal his is consistent with results of several
previous studiesswch as those conducted by Chung et al., (1999), Roberts and Do\#002), Eberl and
Schwaiger (2005), and Malik &, Nadee0(4)

Based on the above discussion, sometimes hotels starting to adoptac8éegy but suddenly discontinue
implementing these practices, dtm it is high-costs which lays companies at an economic disadvantage in
comparison to other less socially responsible firms ( this explainsaime authors find that CSR negatively affects
FP). Corporte Social Responsibility is not just a campaign for public relation or just an advertisement, it’s much
more complicated. It’s a situation in which the hotel is restructuring its environment to build a strong image that can
generate better financial performance. In other words, CSR can genesdterffproving the hotel image.

Conclusion

This study sought to investigate the impact of corporate social respopgiB#iR) on financial performance (FP)
through the mediating role of corporate image in the Egyptian hoteltipgdd$ie instrumental theories of CSR
supported by Friedman (1970), Jensen (2000), and Porter aneK{2002), considered CSR as a means, which
organizations employed to gain more profit, and its social practices are ongans to attain economic results
Despite the important theoretical role of CSR in improving business penficenfewer empirical studies have been
carried out within the context of the service industry. Among thas#es that investigate the impact of CBR
business performance, there is a lack of clarity concerning the dimahstructure of CSR, which CSR practices
can enhance business performance, and whether the relationship b@&Rand=P is positive, negative, direct or
indirect through other mediating variables. It has therefore been recatadhérat this relationship (CSR and FP)
should be tested further within a particular context (Cha2666)and that mediating variables should be taken into
account for further examination of this link (Rowley and Bern281,3).

Turker (2009) CSR scale was used in the current study to opatet@®ICSR. This scale contains four
factors: First factor: including CSR to society, natural environment,eflganerations, and NGOs; Second factor:
including CSR to employees; Third factor: including CSR to custgneourth factor: including CSR to the
government. Three items were used to measure the hotel corporate pogition (branding advantage) in the
market (brand awareness, brand image, and brand personality) imrggmpwith its main direct competitors,
mainly drawn from the study of Zou et al., (200B)nancial performance is measured in this study using two
objective indicators (employee productivity and revenue per room)

This study data was obtained from surveying 360 four andsfamehotels in Egypt to test the impact of CSR
on FP. A total of 320 responses (130 from five-star hotels andr@80four-star hotels) were acquired. Twenty
uncompleted questionnaires were removed leaving 300 usable questionnaireddangl § response rate of 83%.
All questionnaires were completed by the hdtgleneral managers. The internal consistency (reliability) of the
research variables were tested using Cronbach’s alpha method, exploratory factor analysis (EFA) was employed to
test the dimensionality of the research variables, and finally, structural eguoaiaeling (SEM) was employed to
test the research hypotheses.

Prior to testing the current study models; the dimensional steucfulCSR was first examined. All the
indicators employed to measure CSR were subjected to exploratory fadi@isa(aFA) in SPSS, to find out how
many factors they suggest. EFA produced a four-factor solugpnesenting CSR to society, natural environment,
future generations, and NGOs; Second factor: including CSR to employkied factor: including CSR to
customers; Fourth factor: including CSR to the governnigmgse results give evidence that CSR can be employed
in the current study as a multidimensional construct. Therefore, thelsngsee figure 1) that test the relationship
between CSR (as a uni-dimensional construct) directly with FP or inglirdutbugh corporate image, was
neglected.

Two more models were proposed and tested in the current study $8M as the main data analysis
technique. The first model (see figure 2) test the relationship between(&3S& multidimensional construct)
directly with financial performance. The other model (see figure Bstiated the relationship between CSR and
FP indirectly through the mediating role of corporate imdde goodness of fit indices (GOF), as shown in table 3,
indicate that model 3 (see figure 2) does not fit the data well while mo@eledfigure 3) perfectly fits the data.
These results indicate that CSR practices cannot directly improve financ@inpemte, but indirectly through the
corporate image.



To conclude, despite the apparent contradiction in the literature review regardingattire of the
relationship between CSR and financial performance, where somesastludr as Hamilton et al., (1993); Diltz,
1(995a,b); Guerard, (1996); Kurtz and diBartolomeo, (1996); Rayg<rieb, (1998); Statman, (2000); Baue et al.,
(2005 did not support the existence of direct relationship between CSR andidinperformance, others such as
Wood (199), Vance (1975), Aupperle et al., (1985), and Ho Kang et al., (2010) cléime@SR negatively affects
financial performance. However, a third groapauthors such as, Luck and Pilotte (1993), Diltz et al., (1999),
Schueth (2003), Lee et al., (2013), Mustafa et al., (2012), TamajéAwat (2013) argued that CSR positively
affects financial performance. The current study results can expigioontradiction at least in one sense: that is in
the role of corporate image as a mediating variable. Indeed, the curdntesults (based on employing SEM as
the main data analysis technique) gives evidence that CSR cannot dirgctlyarfinancial performance but should
first enhance the corporate (hotel) image and then improve fihaecfarmance. This result might convince hotels
managers (and other managers in similar industries) to implemé&hp@Stices to first improve the hoteimage
and then gain better financial performance.
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