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Abstract

This paper aims at exploring the relationship between corporate social responsibility and customer loyalty in
the airline industry. To achieve the purpose of this paper, a model has been developed to measure the
influence of airlines’ corporate social responsibility- activities on customer loyalty and airline image. This
model includes 16 attributes, which have been selected to cover airlines' CSR activities, and 21 initial items
for measuring customer loyalty. The sample chosen in this study includes mainly international airlines
passengers (727 passengers). The results of this study show a significance statistical relationship between
airlines’ CSR activities and customer loyalty.

Keywords: Corporate social responsibility, Airline CSR initiatives, Customer loyalty, Airline social
responsibility.

Introduction

A corporate social responsibility (CSR) strategy is a long- term plan developed in terms of specific activities
and investments aligned with the organization to meet the requirements of customers, stakeholders, and the
society as a whole.™” Corporations are increasingly adopting socially responsible actions, policies, and
activities.

Furthermore, a corporate social responsibility (CSR) strategy is beneficial not only for the social,
environmental, and financial performance of a corporation but also for its employees, stakeholders,
customers, and communities.® Besides, CSR programs help to attract and retain high- quality employees,
improve employees' satisfaction, generate a positive corporate image, enhance product evaluation via an
overall evaluation of the firm, and increase customer's willingness to purchase the products of the company.
In fact, consumer purchase intention has been positively correlated with the degree to which the perceptions
of a company’s ethical behavior exceeded the customer's expectations. Generally, customers appear to
provide greater support for companies that are socially and environmentally responsible.* Also, this may help
stakeholders make informed decisions about the sustainability of a company’s operations.

Moreover, corporate social responsibility (CSR) has received a considerable attention from the airline
industry. The operations of airline companies have inevitable and substantial impacts on the environment
and society. Thus, various stakeholders have mounted pressure on companies in the airline industry to
undertake initiatives to reduce or mitigate the negative impacts of their operations. Consequently, airlines
are increasingly implementing CSR policy initiatives.

In addition, companies aim to use corporate social responsibility (CSR) as a marketing tool to influence
customer loyalty, which is one of the most essential consumers' behaviors.®

When an airline invests resources in activities related to social responsibility and considers such investment
as a part of the promotion and marketing of the company, airline managers want to know the likely impact of
such measures, especially those relating to customers' knowledge and opinions of CSR, and how that affects
the relationship between customers and airlines. The objective of all CSR initiatives is to take responsibility
for all the actions of the firm as well as to operate in a way that will positively impact the environment,
communities, employees, customers, and all other relevant stakeholders. For airline companies, it is essential
to meet their customers’ growing demands in a sustainable manner and maintain the highest balance between
economic development and social and environmental responsibility.®” The responsibility of corporations
does not only include providing products and services; it must also take care of the welfare of the various
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stakeholders in society. Customers' expectations for firms to assume more social responsibilities are rising as
well.

CSR may contribute efficiently to the formation of airlines’ strategies. First, the flying of airplanes has
negative effects on the global environment. Therefore, airlines can create a positive public image through
caring about protecting the environment. Second, the airline industry witnesses a growing competition.
Airlines offer similar products and services; hence, implementing CSR would be considered a distinguished
element. Finally, international airlines cover a wide range of countries, and they are expected all the time to
fulfill their responsibilities as a corporate citizen in order to meet the expectations of many stakeholders and
customers. Thus, airlines can benefit from the positive effect of applying CSR.®

Airline companies have increasingly demonstrated a number of social management practices and
environmental responsibility. So far, a large number of firms have been stuck at the first stage of CSR
integration into strategic thinking, that of pollution prevention. Some companies have moved to the second
stage, which looks not only at pollution in general but also at the environmental impact of the full product
life cycle. The third level looks at the development of the so-called clean technologies contributing to the
solution of environmental and social challenges. These three stages forge a company to sustainability. A
clear and fully integrated environmental strategy should not only guide competency development, but also
shape the company’s relationship with customers, suppliers, other companies, policy-makers, and all its
stakeholders.’

There is currently little research addressing the influence of airlines’ CSR practices on the passengers'
loyalty. However, the airline industry is prominent with regard to applying CSR compared to other
sectors.>™® Therefore, this paper aims to explore the relationship between corporate social responsibility and
customer loyalty in the airline industry.

Literature Review
Corporate Social Responsibility (CSR) Definition

Obviously, CSR has developed across the business community. An increasing number of companies
consider businesses as being part of the society and perceive their important effect on the society. Corporate
social responsibility is often recognized as corporate social performance, business ethics, corporate
citizenship, and corporate social accountability.®**

Corporate social responsibility is defined by as “a company’s commitment to minimizing or eliminating
any harmful effects and maximizing its long run beneficial impact on society”. Furthermore,'***define CSR
as "the commitment of business to contribute to sustainable economic development, working with
employees, their families, the local community and society at large to improve their quality of life”. More
comprehensively, it is describe CSR as "various dimensions including economic development, ethical
practices, environmental protection, stakeholders involvement, transparency, accountability, responsible
behavior, moral obligation, corporate responsiveness and corporate social responsibility, human rights, law
abidance, quality improvement, community investment, workplace, and voluntariness™**°. Similarly, define
corporate social responsibility is "the continuing commitment by business to behave ethically and contribute
to economic development while improving the quality of life of the workforce and their families as well as of
the local community and society at large™'’. CSR also refers to "a company’s activities and status related to
its perceived societal or stakeholder obligations™® as well as “the extent to which a firm benefits and
contributes to society in positive ways”."

Moreover, according to* economic, legal, ethical and philanthropic responsibilities are the major elements
of corporate social responsibilities; they are also known as the Carroll’s CSR pyramid. Carroll’s pyramid of
CSR is one of the most used and quoted models.”* The economic responsibility refers to the firm’s
obligations to be productive, profitable, and to maintain wealth. The legal responsibility refers to carrying
out activities within the confines of legal requirements. The ethical responsibility refers to having ethical
codes, norms, and values going beyond mere legal frameworks; it also refers to companies being honest in
their relationships with their customers and their own employees and doing what is right, just, and fair to
avoid harms. The philanthropic responsibility includes voluntary work or activities and donations aiming
to raise the well-being and development of society as a whole.??#?*%*
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Moreover, this four-element concept helps business organizations to understand the CSR philosophy and
paves the way for beginners to be engaged in CSR activities effectively.**** Therefore, socially responsible
companies are expected to: (1) Be profitable while providing desired goods and services (fulfill their
economic responsibility); (2) obey the law (fulfill their legal responsibility); (3) follow codes of conduct
considered as morally right (meet their ethical responsibility); and (4) contribute actively to the well-being of
the communities in which they operate (address their philanthropic responsibility).?°

On the other hand, different CSR actions are summerized'®*® into five broad domains: (1) Community

support (arts, education, corporate giving, charitable giving, innovative giving, volunteer programs, and
housing); (2) diversity (sex, race, disability, promotion of women or minority employees, contracting with
women and minority suppliers, (3) employee support (job security, the provision of retirement benefits,
favorable union relations, and ensuring of employees’ health and safety); (4) environment (environmentally-
friendly products, use of clean energy, sustainable management systems, waste management, and pollution
control); and finally (5) product quality (safety, innovative products, and proxy for consumer relations).

CSR general principles also include a number of elements. First, companies' goal is to achieve profit.
Second, companies have to work on improving their image through setting right the negative effects they
have on the society. Third, the main responsibilities of managers are to consider customers, shareholders,
and employees; however, less priority is given to communities and governments.*’

CSR Benefits

For a company, many benefits result from applying a CSR strategy. Such benefits could be of more or less
importance due to the overall business actions and the markets where the company exists. These benefits
inClUde: 9,28,29,30,31

First, improving financial pe rformance: Many academic studies have revealed a relationship between CSR
and improved financial performance. CSR is concerned with seizing the opportunity and avoiding risk
through making use of innovations, competitiveness, and market positioning. Moreover, a company can
generate ideas for new products based on feedback from different stakeholders; this may grant it a
competitive advantage in the market.

Second, reducing operating costs: The improved operational efficiency through a systematic approach to
management that includes continuous improvement is essential in reducing operating costs. It also includes
environmentally oriented programs resulting in energy efficiency, reducing utility bills, and recycling to
reduce waste disposal costs. In addition, human resources programs introduce work-life scenario reducing
absenteeism and increasing retention; thus, reducing employee turnover costs.

Third, enhancing brand reputation: Companies that manage well with regard to CSR can build their
reputation. Reputation is represented in trust, credibility, reliability, quality, and consistency.

Fourth, responsible consumerism and customer loyalty: Ethical conduct and environmental and social
awareness of companies affect customers' purchasing decisions. The goods and services that companies
provide and how they are provided are essential for facilitating sustainable consumption patterns and
lifestyles.

Fifth, increasing productivity and quality: Improved working conditions are as important as involving
employees in the decision-making processes. They increase productivity and reduce failures.

Sixth, increasing ability to attract and retain employees: Strong CSR commitment eases the process of
recruiting highly qualified employees, boosts morale, and brings about higher retention rates.

Seventh, improving relations with regulators: In a number of jurisdictions, governments accelerate
approval processes for companies that have undertaken social and environmental activities beyond those
required by regulation.

Finally, access to capital: Financial institutions are increasingly integrating social and environmental criteria
into their assessment of projects and in their decision- making process. Hence, effective CSR management
might give a company the competitive edge that is needed to convince the financial institutions to invest into
their business.

CSR Activities in the Airline Industry
73



Ghada Khairat Azza Maher

Nowadays, it is crucial for companies to have a business strategy since forecasting, measuring, and
developing business actions are highly required in business life. Also, there will always be competitors that
are potentially doing better business regarding overall revenues which consequently leads to a need of
efficient and structured operations to ensure long- lasting business success. Businesses that are going to last
and also be profitable in the future are the ones with CSR incorporated into their business strategy. CSR
allows the company to be successful whilst using its resources within its unigue environment to meet market
needs as well as to meet stakeholders' expectations. *

Airlines are committed to conducting their business in a responsible and transparent manner, striving to serve
the society and community as well as to manage their social and environmental footprints. It is important that
airlines approach and activities make sense for both business and society. Thus, the key areas of airlines CSR
activities are as follows: *

1. Business operations: Including health and safety, environment, and compliance management.

2. Workplace: Including employees' satisfaction and well-being, education, and workforce development.
3. Community: Including charities contributions, sponsorships, donations, and stakeholder engagement.
4. Customer: Including high- quality products, being honest with customers, raising awareness of
sustainability issues, value for money, and offering loyalty programs.

1. Business Operations

(A) Health and Safety

Safety is one of the most important areas of the airline business, concerning customers as well as employees.
Therefore, various systems should be implemented to support safe business operations. In order to ensure
work safety, training supported by risk management systems should be implemented. Key performances
should be regularly measured and improved according to the legal requirements by internal and external
auditors. Furthermore, most airlines have risk management systems which give employees the opportunity to
report mistakes, risks, and near misses.*?

(B) Environment

Due to the current nature of the market environment in which airlines operate, environmental issues should
be considered the most important ones. Despite the fact that airlines contribute only a few percent to global
CO2 emissions, many people consider flying to be much more harmful than driving a car, for an equal
number of kilometers.

Therefore, airlines are pressured into contributing to the environment and reducing their environmental
impact. It has become apparent that by focusing on environmental issues companies can gain a competitive
edge through improved image and operational efficiency. The most important environmental issues that need
to be addressed by airlines are fuel efficiency, waste and recycling, carbon off-setting schemes, reduction of
hazardous materials, and supporting environmental projects. **

(C) Compliance Management

Compliance management refers to the company's work to make sure that the outcome of the activities in
operations and maintenance meet the regulatory, customer, and company requirements. The quality policy is
the underlying principle of the compliance management. It is realized by the compliance management
organization, the documented operational and technical procedures, the training arrangements for all
employees, and the independent quality assurance process.*

2. Workplace

If there is a good employee relation, this positively affects organizations functioning, resulting in lower
turnover rate, higher productivity, motivation, and loyalty.®> Therefore, airlines strive for a workplace that
motivates, engages, supports, and develops employees. The commitment of all staff members to corporate
responsibility is considered to be the main goal. In order to achieve a better working environment, the main
focus areas should deal with responsible colleagues, improving tools to do the jobs, investing in human
resources through improved training®, career development possibilities, personal development, proper work-
life balance, ensuring equal opportunities and treatments, integration, and non-discrimination. Focusing on
employment issues is important due to the high contribution of business staff to the overall business process.
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Thus, due to the expense of hiring and training completely new employees, airlines should try to retain and
develop the existing workforce.”**** Several airlines also promote programs that encourage diversity and
equal opportunities. Although most such programs (i.e. hiring disabled persons, minorities, and elderly) are
required by law, some companies make better efforts to help women and minority to advance in their
careers. Such actions are necessary to ensure a positive, modern, and tolerant workplace. *

Moreover, airlines emphasize that safety and people are at the core of their organizational culture, and they
continually strive to provide a safe and harmonious work environment, career progress, fair wages, cash
profit sharing, flexible working hours, and retirement benefits.® It is logical that an employee who is satisfied
with his/her job and feels fairly treated will also be a more energetic, creative, and productive employee. *
Accordingly, airlines focus on employees’ satisfaction and well-being, knowing that satisfied and motivated
employees are more productive and efficient.*® The nature of the airline industry makes it a challenge to
nurture employees since airlines have to do their best to keep costs down in order to compete in the market.
The main challenges facing airlines can be health and safety, recruiting and retaining qualified employees,
and maintaining employees' satisfaction to ensure the long-term sustainability of workforce. ®%

Furthermore, women are considered to be an important factor in the workplace today. Consequently,
companies seek developing programs and policies to make work and the workplace more family-friendly.
Companies provide or facilitate to employees day care centers and kindergartens. Also, more flexible
parental leave policies are being developed. In addition to these policies and practices, some leading
companies acknowledge that changing work practices, work structure, and work culture in order to improve
work-family integration can lead to increased productivity, employee commitment, innovation, lower
turnover, and better quality. In other words, work-family integration can be recognized as a competitive
advantage.*®

3. Community

Because airlines have a high impact on neighborhoods and communities surrounding their major hubs, it is
the responsibility of airlines to support these communities. Airlines support communities by recruiting and
training local staff, buying supplies and services from local businesses, offering educational support to local
institutions,**>  supporting  various  charities  contributions, sponsoring  projects, ~contributing to
infrastructure.”®, participating in volunteer programs®, being involved in sports and cultural events through
sponsorships, offering charity donations, sponsoring social crises, and providing other supportive actions. In
addition to supporting local communities, several airlines as well as their employees are actively involved
with international charities to support impoverished communities. Such charities normally deal with health
care, human rights, and education. ****’

Moreover, being attentive to stakeholder concerns is a key component of the airlines' corporate social
responsibility strategy.®® A stakeholder is defined as “any group or individual who can affect or is affected
by the achievement of the firms’ objectives”.®’ Primary stakeholder groups consist of shareholders and
investors, employees, customers, suppliers, unions, public entities, such as governments or other public
organizations that set laws and govern economic commerce, non-governmental organizations, trade

associations, and environmental groups.**

Stakeholder engagement is a strategy to keep in touch with relevant stakeholders. It is based on
understanding and considering stakeholders' views, being accountable to them, and using the information
acquired from them to improve the business. Three main reasons for adopting stakeholder engagement are:

Building social capital, reducing risk, and fuelling innovation through increased stakeholder
interaction and communication.

Furthermore, suppliers are often encouraged to commit to the responsibility plan of an airline. Because
airlines have negotiation power, suppliers have to adapt changes in the business, such as sustainability. In
order to ensure responsible procurement, products, and services that lead to customer satisfaction, suppliers
have to move their business practices toward sustainability. Airlines require their suppliers to abide by CSR
principles %?d meet ethical and practice standards throughout the procurement and supply chain management
processes.
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4. Customer

Excellent customer experience is the essence of success in big companies. Satisfied customers are willing to
continue dealing with the company.®® Successful companies build long- lasting relationships with their
customers through understanding their needs and providing them with best quality, services, and reliability.
*®*Thus, airlines are striving toward exemplary customer relations by proving a level of customer service and
comfort that ensure customer loyalty, focusing on safety and security, meeting customer expectations,
involving customers with the CSR program, and raising passenger awareness of sustainability issues. *°

Airlines offer services that save customers' time and affect their experience positively. Airlines are mainly
interested in building a long- term relationship with customers to ensure repeat patronage. Therefore, most
airlines establish and maintain frequent flyer databases to develop customers' profiles in order to provide
customized products and services and create superior customer value, which in turn would lead to customer
satisfaction. Airline uses the frequent flyer program (FFP), which is one of the relationship marketing
strategies, to build customer loyalty. An FFP involves incentive packages designed to encourage loyal
passengers’ patronage and reward them according to the distance flown on the airline.*" Furthermore, other
customer services include offering healthy meals or providing special services, such as helping disabled
passengers or unaccompanied youth.**

In a successful relationship marketing strategy, there is a mutual benefit relationship between both customers
and airlines. Customers can benefit from this relationship only if they want to engage in long-term
relationships. For airlines, establishing a strong customer relationship ensures customer loyalty, which in
turn increases company's profits.**

2.4 Challenges of Practicing CSR
The most important challenges of practicing CSR are summarized as follows: **

First, educating employees, customers, and other stakeholders: For many, CSR is a new concept. Aiming
for everyone to understand and support CSR in the organization is a key challenge.

Second, deciding a focus and choosing priorities: CSR can mean many different things. Each organization
needsto make sense of CSR foritself, choosingits own focus and priorities. Moreover, figuring out how to
incorporate and align different practices cooperatively across people inthe organization can be immensely
challenging. This can be achieved through considering the processes or practices that could be developed
to improve the social responsibility of the particular business, the changes required to develop these
processes, and taking into consideration the unmanageable or not viable practices.

Third, proving the business case for CSR: Some small and medium size enterprises (SMEs) find it difficult to
clarify the business advantages of CSR to all stakeholders.

Fourth, high implementation costs of CSR: Elevated expenditures may include “green” products and
practices, community donations and services, employee developmentand employee earnings allocated to
allow their involvement in community connection activities, and possibly higher costs for local products
and services. These costs are tough for some businesses, particularly SMEs and those struggling against low
price points set by retail giant competitors.

Fifth, tracking implementation, business performance, and progress in CSR: This can be done through
studyingthe mostvalid indicators, the outcomes to be measured, and the measures making the most sense
to different stakeholders.

Sixth, no supporting government regulation: Most companies see themselves as more progressive than
the government. Thereisaneed forthe governmentto adoptas a first step the sustainable practicesitself,
screenits purchases forthe social and environmental practices of suppliers, and support CSR companies by
using them as suppliers of choice. There is also a lack of financial support in terms of tax incentives for
responsible practices and subsidies for buying responsible products/services to offset the high proportional
cost.
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Seventh, special challenges of rural or remote-areafirms: These firms may lack access to environmentally
friendly suppliers and products, have fewer supporters, and need to educate theirown communities about
the value of CSR and its higher prices.

2.5 Corporate Social Responsibility and Customer Loyalty

Customer loyalty is considered a vital aim for a company’s survival and growth. Actually, building a loyal
customer base has not only become a major marketing goal but it is also an important basis for developing a
sustainable competitive advantage. Obviously, the success of a brand in the long term is not based on the
number of customers that buy it once but on the customers who require the service repetitively. **

Customer loyalty is defined as the relationship of relative attitudes the object (brand, service, and provider)
and repeat patronage. Moreover, customer loyalty has three aspects: A cognitive aspect associated with
informational determinants; an affective aspect associated with emotion toward the brand; and a conative
aspect associated with behavioral intention toward the brand.

The concept of customer loyalty refers to a mix of positive attitudes that lead to repurchase intentions,
recommending good or service to others, and willingness to pay more. It is commonly recognized that
customer satisfaction is the base for customer loyalty, which in turn affects profitability.?****°

Customer loyalty definitions can be grouped into two categories*: Process and psychological. On the one
hand, process or operational definitions are concerned with customers' behavior to show loyalty; and it is
reflected in repeat purchasing or relative volume of same-brand purchasing. On the other hand,
psychological or theoretical definitions concentrate more on the customer's deep-seated commitment or
internal tendency to continue purchasing from the same brand. This perspective includes both the attitudinal
and behavioral measures of loyalty and expresses the loyalty concept more comprehensively as: “‘a deeply
held commitment to rebuy a preferred product/service consistently in the future, thereby causing repetitive
same-brand or same brand-set purchasing, despite the situational influences and marketing efforts having the
potential to cause switching behavior.”’*® Also, customer loyalty is an important concept for corporations. It
refers to the customers' tendency and intention to repeat buying products and services from a firm thus
reflecting their positive image of that firm. In general terms, it refers to attitudes toward a company and
resultant patronage behavior. Moreover, customer loyalty can manifest itself through one or a combination of
five dimensions, which are also called antecedents or consequences of loyalty: Attitudinal, behavioral,
situational, personality traits, and resistance to competing offers.”*"*® In addition, customers are no longer
just satisfied with the products. They also consider the company’s behaviors when making their purchase
decision. For instance, environmentally concerned companies are always recognized as good-reputation or
community business.*

Clarified * that CSR initiatives in various forms become active channels for building customer loyalty. For
example, supporting a cause, employee diversity, charitable giving, community involvement, supporting
women’s rights, and philanthropy all have been shown to assist in generating loyal customers because
customers realize the positive difference companies make in communities supported by the positive moral
attitude taken by the firms.** For companies with high perceived CSR, their customers will have a stronger
trust-loyalty link.*> More broadly, customers appear to provide greater support for companies that are
socially and environmentally responsible.’

Methodology

Research Design

The study uses an exploratory survey to elicit attitudes and perceptions of customers (passengers) to airlines'
corporate social responsibility. The survey is designed to describe population characteristics, knowledge,
beliefs, attitudes, preferences, and behaviors. It is worth mentioning that similar studies have successfully
employed survey design.™**°

To achieve the purpose of this paper, a model has been developed to measure the influence of airlines'
corporate social responsibility activities on customer loyalty and airline image.
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3.1.1. Item Generation and Creating Model

A research model has been developed through investigating a number of literature studies related to the
objectives of this research considering the relationship between CSR and loyalty.**** ( as shown in Figure
1).

To generate initial items, an extensive review of literature has been conducted in the broad contexts of
airlines' corporate social responsibility *®"®*"2%4’ "service and customer equity >>** °>°®°" %8 5% prand
equity®0 6026304850087 “yalye equity®®®9 702734 oyalty™, relationship management ', and marketing
management 78,79,80,81,82,83.

The conclusion from the review of literature acts as a guide to develop and empirically test the model that
shows the relationships among CSR activities. If customers are aware of CSR activities that airlines have
implemented, that will enhance their belief about company ability in doing their business and influence the
airline image.

Through the above process, 21 initial items have been generated in attempting to cover airlines' CSR
activities, including 8 items supporting business operations, 4 items for work place, 5 items regarding
Community, and 4 items supporting customer attributes. Also, there are 29 initial items for measuring
customer loyalty, including 11 items measuring airline image, 10 items supporting behavior intention, and 8
items for perceived value.

CustoA

Airline mer
CSR Lovalt

Activit /R

Airline Perceive
Image d Value

Figure 1 : A Conceptual Model Framework for Field Study

In the first stage, items that are not relevant to the travel industry or to the concept of customer loyalty have
been deleted, based on the definitions of each dimension as well as the researchers’ own understanding of the
content area. Furthermore, to increase credibility, the collected items are identified and categorized by the
two researchers. For judging the reliability of the sub drivers and items classification, kappa statistics have
been calculated to measure the agreement between the two raters. %

- Pr(a) —Pr(e)
The equation for « is: | 1 - PI‘(E) !

Where Pr (a) is the relative observed agreement among raters, and Pr (e) is the hypothetical probability of
chance agreement, using the observed data to calculate the probabilities of each observer randomly saying
each category. If the raters are in complete agreement then k = 1. On the other hand, if there is no agreement
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among the raters (other than what would be expected by chance), then « group < 0.%° The classifications of
the collected items is compared by an inter rater reliability analysis using the kappa statistics which is
performed to determine consistency among researchers. The inter- rater reliability for the raters is found to
be Kappa= 0.79.

In the second stage, the list of initial items has been sent to three identified groups for comments. The three
identified groups are: Academic staff, 4 managers in airline companies, and 5 potential travelers who were to
leave Cairo Airport. Members of the three groups have been asked to rate each of the attributes in terms of
importance to describe CSR and customer loyalty on a 5-point Likert scale, ranging from extremely
important to extremely unimportant. After a careful screening analysis and advice from academic
professionals, 16 of the 21 attributes have been selected to cover airlines CSR activities, and 21 of the 29
initial items have been selected for measuring customer loyalty (See Table 3).

Data Collection
Research Instrument

Structured questionnaires are used and administered. The proposed model has been presented as a self-
administrated questionnaire. This questionnaire consists of two sections: The first section is designed to elicit
demographic information about the respondents. The second section consists of 37 items or statements to
measure the relationship between airlines' CSR and customer loyalty. All collected items have been assessed
on five-point Likert-type scales, ranging from 1 (‘strongly disagree’) to 5 (‘strongly agree’). The initial
questionnaire has been prepared and a pre-test has been conducted and presented to a number of samples
(N=15) of international passengers who have recent experience of international travel.

The questionnaire re-probe coefficient is equal to 88.03. This constant verified the reliability of the
questionnaire.

Target Population and Sampling

The population of the study comprises individuals who have a travel experience through airlines. Therefore,
the data for this research are mainly obtained from a sample of flight passengers.

Population elements are selected on the basis of two criteria: (1) Individuals who regularly arrange their
travel trips through international air- ways as these airlines are thought to offer CSR activities, compared to
other airlines; and (2) passengers aged 18 and over. Passengers under 18 years of age are excluded from the
sample because it is assumed that they would not have sufficient travel experiences to respond to all the
guestions in the questionnaire.

Data have been collected using the purposive sampling method since the purposive sample is appropriate to
be used for specific criteria.®® In other words; this sample is preferred to be used if the characteristics of
individuals are used as the basis of the selection.®’

The power of purposive sampling lies in selecting information rich-cases for in-depth analysis related to the
central issues being studied. Moreover, purposive sampling can be used with both quantitative and
qualitative studies. 8%

The sample chosen in this study includes mainly international airlines’ passengers. Since the population is
infinite , the sample size acceptable will be at least 384 units®* .The survey has been conducted at Cairo
International Airport. A schedule of international airlines arrival and departures is studied. Also, the most
important 3 to 4 days a week are assigned to conduct the survey. Table (1) presents the elements of the actual
sample with regard to the airlines.
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Table 1 Elements of the Actual Sample

Airlines Distri_buted_ Valid %
questionnaires questionnaires
Air France 96 88 91.6
Alitalia 99 89 89.8
British Airways 175 102 58.2
Iberia Airlines 95 81 85
Singapore Airlines 89 58 65.2
Lufthansa Airlines 98 72 73.5
Emirates Airlines 75 38 51
Total 727 582 72.6

The self-report questionnaire has been distributed to a purposive selected group of 727 passengers of 7
international airlines. From the 727 questionnaires distributed, 592 responses are collected (for a response
rate of 81%). To avert the response bias, the data has been screened. After eliminating those with missing
information and extreme answers, 582 usable responses have remained (usable response rate of 72.6%).

Data Analysis

Data analysis is based on the use of descriptive and inferential statistics. Also, descriptive statistics including
simple frequencies have been computed on the respondents’ demographic and traveling profiles; and the
mean model attributes are calculated. In addition, simple linear regression has been applied; this test tries to
model the relationship between two variables by fitting a linear equation to observed data. One variable is
considered to be an explanatory variable (such as CSR activities), and the other variable is considered to be a
dependent variable (customer loyalty).

Moreover, a relationship between the variables of interest should be recognized before trying to fit a linear
model to the observed data. Therefore, Spearman’s correlation coefficient is used as a statistical measure of
the strength of a monotonic relationship between paired data.

Results and Discussion
Sample Characteristics

A total of 582 out of 727 travelers completed the questionnaire in the 32-day survey period (12 March to 13
May, 2013) representing a response rate of 72.6%. The table(2) shows the demographic characteristics of the
respondents. The majority of the respondents interviewed are males (76%); more than 75% of them are of 21
to 49 years old. With regard to the education level, the results show that the majority have attended
College/University. More than half of the respondents have income level of form 50.000 to 69.000 US $.
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Table 2 Demographic Characteristics of the Respondents

Attributes Sample number Frequency (%)
Gender

Male 443 76

Female 139 24

Age

Under 20 years 101 17.4

From 21- 49 years 438 75.3

Over 50 years 43 7.3

Educational level

Primary 5 1
Secondary/High School 198 34
College/University 362 62
Postgraduate Degree 17 3

Annual income (US $)

Less than 10.000 55 10
10.000 — 29.000 45 7
30.000 — 49.000 53 9
50.000 — 69.000 295 51
70.000 — 100.000 134 23

Country of residence

Europe 314 54
America 78 13
Asia/Pacific 87 15
Other nationalities 103 18
Profession

Management/Administrative 207 36
Professional 124 21
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White collar worker 78 13
Blue collar worker 28 5
Self-employed 114 20
Retired 19 3
Others 12 2

Table (2) illustrates that 54% of the respondents reside in Europe, while only 28% of them are from America
and Asia/Pacific. The profession of the respondents seem to be evenly distributed between the three groups
Management/Administrative, Professional, and Self-employed.

Table 3 Mean Rating and Factor Loading of Airlines’ CSR Activities and Customer Loyalty
Attributes

Attributes Mean | Standard | Factor
deviation | loading
1-Airlines’ CSR activities. 3.02 .53
a- Business operations 2.9 71 -
- Airline provides asafe and reliable transportation service. | 3.2 .98 0.743
- Airline provides asafe working and business environment | 3.5 .59 0.727

to ensure the safety of its employees and customers.

- Airline provides aclearand effective complaints program | 3.0 .82 0.704
for customers to solve their problems fairly and
immediately.

- Airline uses renewable energy and reduces on-ground | 2.6 A7 0.652

energy consumption.

- Airline lowers the pollution caused by its business | 2.6 1.2 0.867
activities.
- Airline carries out its business activities in accordance | 2.9 .82 0.858

with the environmental regulations and policies
stipulated by governments and international covenants.

- Airline volunteers the services of rescuing, transportation, | 2.6 .95 0.835
and supply in times of disaster.

b- Work place 2.8 .83 -

- Airline encourages its employees to participate in | 2.7 .45 0.568
volunteer services.
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- Airline engages its employees in its personal | 2.9 .85 0.696
responsibilities.
c- Community 3.1 75 -
- Airline pays attention to its influences on the society. 3.2 .98 0.670
- Airline contributes to social welfare, such as voluntary | 3.5 94 0.539
work support.
- Airline provides continuity of leisure activities supply. 3.5 .79 0.863
- Airline spends a fixed amount of profit on charity | 2.6 49 0.834
Funding.
3.1 .62 -
d- Customer
- Airline respects customers’ privacy and protects their | 2.8 .89 0.592
personal information.
- Airline’s commercials or promotion do not deceive or | 3.2 .55 0.518
mislead customers.
- Airline takes account of customers' interests and rights. 3.2 .79 0.719
2-Customer loyalty 2.9 .50
a- Airline image 3.2 40 -
- Ihave always had a good impression of this airline. 3 .82 0.726
- | believe that this airline has a better image than its | 3.5 .59 0.722
competitors.
- In my opinion, this airline has a good image in the minds | 3.5 .78 0.719
of passengers.
- The products and services of the airline are quality | 3.0 21 0.5%4
assured and trust-worthy.
- This airline has a good reputation in the travel industry. 3.0 .82 0.825
- | often notice and pay attention to information or media | 3.0 .83 0.763
advertising of this airline.
- Some characteristics of the airline brand come to my mind | 3.2 .98 0.734
quickly.
- The image of this airline fits my personality well. 3.2 .55 0.687
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b-Behavior intention (Commitment) 3.0 .60 -
- You consider flying on this airline again in the future. 3.2 .59 .934
- This airline is clearly the best brand in the market. 2.9 .82 0.579
- lrecommend this airline to other people. 2.9 .79 0.766
- | continue to travel with this airline because | genuinely | 3.1 .96 0.594

enjoy my relationship with them.

- Ifeel emotionally attached to this travel agency. 3.0 .85 0.753
- My attitude toward this airline is extremely favorable. 3.2 .98 931
- lalwaysconsiderthisairline to be the first one on my list | 2.6 .90 0.578

when searching for travel.

- I have positive feelings toward this airline. 3 .82 0.786

- | would post positive messages about the company on | 3.2 55 .998
some Internet message board.

c- Perceived value: 2.5 .55 -

- Compared to alternative companies, the company offers | 2.3 49 0.724
attractive product/service costs.

- Compared to alternative companies, the company | 2.3 .56 0.861
charges me fairly for similar products/services.

- Compared to alternative companies, the company provides | 2.3 49 0.698
more free services.

- Comparing what | pay to what | might get from other | 2.8 1.4 0.673
competitive companies, | think the company provides me
with good value.

Factor Loading

As shown in Table (2), the factor loadings of each item exceed 0.5, and so it meets the threshold level
recommended by Bagozzi and Yi.** The convergent validity of each scale’s item is satisfying.

Descriptive Results

In order to measure CSR of airline passenger's perception, four corporate social performance dimensions
have been selected. These dimensions are business operations, work-place, community, and customer.

According to Table (3) the mean scores on each dimension of CSR are 2.9 for business operations, 2.8 for
work-place, and 3.1 for community and customer. These results shed light on the main areas of CSR that
airlines concentrate on. Moreover, it is clear that the selected airlines for this study have greater efforts in the
area of communit}/ and customer compared to other CSR activities. These results match the results of
previous studies * *® ** which have demonstrated that the main successful factor of any company is the
customer. Also, some airlines ensure that being attentive to community activities is a key component of the
airlines' corporate social responsibility strategy °.
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The results clearly reveal that the airline image and behavior intention are two powerful predictors of
customer loyalty since airline image attributes have achieved a 3.2 with standard deviation .40 and behavior
intention rating is 3.0 with standard deviation .60.

The results in Table (3) also indicate that perceived value is another key driver of customer loyalty and also
significantly influences customer loyalty, but only with rating mean 2.5.

The results of this study do not match with the findings suggested by®* Yang and Peterson who have
concluded that customer loyalty can be generated through improving customer satisfaction and offering high
product/service value.

Spearman Correlation Analysis

The spearman correlation has been applied into two stages: The first stage is to test whether there is any
significant relationship between airlines’ CSR activities and customer loyalty as a general base. The second
stage is to examine the relationship between airlines’ CSR activities and customer loyalty attributes.
Customer loyalty is broken down into 3 main attributes, which are airline image, behavior intention, and
perceived value. This stage has been carried out to discover which attributes have more contribution to or
effect on the strength and direction of the relation.

Table 4 Spearman Correlation between Airlines’ CSR Activities and Customer Loyalty Attributes

Attributes Correlation coefficient Sig.
Airline image .893 .000
Behavior intention .699 .000
Perceived value .800 .000
Customer loyalty 734 .000

Note: Significance is at the 95% confidence level.

According to the results above, the value Spearman correlation coefficient between airline CSR activities
and customer loyalty is .734; this indicates that there is a strong positive relationship between the two
variables. Also, the results clearly reveal that the most effective attribute in this relation is “Airline image”
since it has achieved .893 as a value of Spearman correlation. This means that promoting the airline image is
strongly affected by airlines' CSR activities. These results confirm the study of Salmones et al.“® who have
concluded that the CSR generates trust among users when evaluating the service that the firm provides to
them.

Simple Linear Regression Analysis

As mentioned above, the main objective of this paper is to find out whether there is a linear relationship
between airlines’ CSR activities and customer loyalty. To achieve this goal Simple linear regression analysis
has been used. Tables (5), (6), and (7) show the results of this analysis.
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Table 5 Statistical Characteristics of the Simple Linear Regression (Model Results ANOVA)

Model Sum of square Mean square F value Sig.
Regression 10.149 10.149 1191.959 .000
Residual 341 .009
Total 10.490
Predictor: CSR activities
Dependent variable: Customer loyalty
Table 6 Model Summary
Model R R square Adjusted R | Standard error of
square the estimate
1 .984 .968 .967 .09228
Table 7 Simple Linear Regression Coefficients
Model Unstandardized Standardized T Sig.
coefficients coefficients
B Std. Beta
Error
CSR activities 113 .083 .984 .369 179
.930 .027 34.525 .000

According to Table (5), there is a significant statistical relationship between airlines’ CSR activities and
customer loyalty (f=1191.959, P<.005). The independent-mediator model, as indicated in Table (6), fits the
data quite well, with an adjusted R2 of 0.96, indicating that 96% of the variation in the dependent variable is
explained by the equation.

If it is Supposed that X—value is the observed values of the independent variable (CSR activities), while Y —
value is the observed values of the dependent variable, which correspond to the respective X—values, it can
be concluded that the regression relation in the following formula is:

Y=.133+.930 X

According to the above tables, the simple linear regression model can be summarized in the following
equation:

Customer loyalty=".113+.930 CSR activities.

It is clear that the main dependent variable (customer loyalty) is associated with CSR. This finding is in line
with previous studies'*® *>***7 which have concluded that the perception of socially responsible behavior has
had a direct and positive influence on customer loyalty toward the firm. In addition, the results of this
research also match with the study of Yuen*® who has stated that it is supported by evidence that companies
with good CSR performance will gain more reputation.
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Recommendations

The study recommends that airline companies need to determine their sustainability policies and use
corporate sustainability reporting standards. Besides, for developing corporate social responsibility
marketing plans, a company should communicate intelligently its social orientation and its environmental
involvement. Moreover, it is necessary for airlines to enrich their involvement in the community through
promoting social projects, for example around education, culture or health, promoting volunteering,
providing pro bono services or sponsoring social activities . They can use the internet and its web page in
order to inform about its activities with a social dimension and create value to their products. Furthermore,
the study suggests that special attention must be given to integrate social responsibilities with the airline 's
strategic objectives. Finally, airlines need to implement CSR activities due to their role as a marketing tool,
the marketers of airlines should develop new marketing strategies and try to benefit from corporate social
responsibility in achieving effective marketing performance.

Conclusion

Corporate social responsibility (CSR) in airlines should be understood as a broad concept. It considers the
philosophical and normative issues related to the role business plays in society. This study tries to shed more
light on the concept of corporate social responsibility from the customer's perspective. Moreover, the
research also shows its benefit as a tool to improve the image of an airline. First, corporate social
responsibility does have an effect on customer loyalty but it only acts indirectly by means of service
valuation. Hence, social responsibility becomes a clear marketing tool within the services market. Second,
the results obtained in this research detect a certain relationship between corporate social responsibility and
customer loyalty. Furthermore, the results clearly reveal that the most effective attribute in this relation is
“Airline image”; this means that promoting the airline image is strongly affected by the airline's CSR
activities. This research also shows that CSR activities could lead to customers' positive attitude towards the
company. In this study, customer and community are the most important factors affecting the customer
perceived airline image.
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