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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 integrating social attributes, and support for local 
businesses. The relationships between corporate social responsibility (CSR) and financial performance (FP) have been 
extensively reviewed and tested in the management literature, but their results are widely varied. Scholars disaccord on 
the link between (CSR) and (FP); whether it is a positive, negative, curvilinear, or even there is no link at all. It has 
therefore been recommended that this relationship (CSR and FP) should be tested further within a particular context and 
that mediating and moderating variables should be taken into account for further examination of this link.  This study 
tested the link between CSR and financial (FP) performance through the mediating role of corporate image in the 
Egyptian hotel industry using structural equation modeling as the main data analysis technique to provide a more clear 
explanation of how some CSR practices may be more beneficial than others, to organization performance through the 
mediating role of corporate image.  

Keywords: corporate social responsibility, corporate image, financial performance, hotel industry, structural equation 
modeling 
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Introduction   

For more than 70 years corporate social responsibility (CSR) has been extensively reviewed in the literature. In 1953, 
Bowen (1953) wrote his book on Businessman‟s Social Responsibilities. Since then, the terminology of business social 
responsibility has been changed to CSR. The  World  Business  Council  for  Sustainable  Development  (WBCSD) 
proposed one  of  the commonly  adopted  definitions  of  CSR.  It  states  that  „CSR  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  the  local  community  and  society  at  large‟ (WBCSD,  1999).  

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

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

It has therefore been recommended that this relationship (CSR and FP) should be tested further within a 
particular context (Chand, 2006) and that mediating and moderating variables should be taken into account for further 
examination of this link (Rowley and Berman, 2013).  This study responded to the previous calls and tested the link 
between CSR and financial performance (FP) through the mediating role of corporate image in the Egyptian hotel 
industry. Two models were tested in Structure equation modeling using AMOS statistical software, testing both direct 
and indirect relationships between CSR and FP through the mediating role of corporate image.  

Literature review 

Corporate social responsibility  

Corporate social responsibility includes „achieving commercial success in ways that honor ethical values and respect 
people, communities, and the natural environment‟ (Clark, 2006; Porter & Kramer, 2006).  The European Commission 
(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 interaction with their stakeholders on a voluntary 
basis‟.  Another definition in the management literature was introduced by Davis (1973, 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 with the traditional economic gains which the firm 



 

seeks‟. There is no universally definition of CSR, but some commonalities between the definitions of CSR could be 
found. Of these; CSR is the obligation of the organization to stakeholder, CSR is business activities beyond the 
organization‟s technical or economic interest (McWilliams & Siegel, 2001), CSR is the commitment to act ethically 
(Watts and Holme, 1999), CSR should contribute to economic improvements (Verschoor, 2005), CSR should develop 
life of the workforce and local society (Redford, 2005), and CSR should decrease environmental impacts 
(Deephouse,1996). In tourism industry, although the literature on CSR in this sector is scarce, it recently attracted great 
attention (Kang, Lee, & Huh, 2010). Research has been increasingly focused on cost reduction and resource 
consumption in hospitality (Ayuso, 2006; Bohdanowicz & Zientara, 2009). Additionally, a larger number of 
organizations are integrating the concept of CSR into their business, with the purpose of enhancing the environment, the 
quality of life in local society, or the welfare of their own employees (Bohdanowicz & Zientara, 2009; Font et al., 
2012).  

To be more specific, the  hotel  sector  is  one  of  the  world‟s  fastest  growing  industries  that  plays  a 
predominant  role  in  tourism,  as  tourists  usually travel  to  different  locations,  in  large numbers.  It  is  often  
recognized  as  a  source  of  both economic and  social  benefits  through  supporting    job  creation,  leisure  and  
business  travel,  and  the  sharing  of  experiences and  knowledge (De Grosbios, 2012).  On the other hand,  hotel  
industry  also  enacts  several  negative influences  on  social,  natural,  and  economic  environment;  including  the 
impact on climate  change,  air  and noise pollution, waste creation, besides  other  economic  and  social  issues.  
Furthermore, several hotels  stand  in  the main  cities neighboring even  cultural  or natural  heritage  places; so  attract  
large  number  of  tourists, which in turn  resulted in  growing  ecological  footprint  (Kirk,  1995). Ranging  from  small  
to  large  organizations,  hotels  and  resorts  consume water,  energy,  food,  linen,  paper,  laundry,  stationery cleaning  
materials,  consumables,  and  other  resources,  produce  water,  air,  noise,  and soil  pollution,  and  affects  the  local  
societies  through  their occupation  of  own spaces,  use  of  infrastructure,  and  relationships  with local  government  
(Chung  and  Parker,  2010). The previous debate of the inter-correlation between hotels industry and CSR concept, 
encourage several hotel to provide CSR related reports. While reporting CSR practices does not necessarily match the 
actual CSR activities, it is clear that CSR is becoming a well-known global initiative (Holcomb, Upchurch, & Okumus, 
2007). 

Hilton Corporation has the most comprehensive CSR reporting, followed by Marriot in the second category, and 
the Accor hotel group came in the third category. Most 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 corporate image   

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

The current study is mainly interested in the first group of theories, which considers CSR a means to attain 
profit. In this group of theories, CSR is viewed only as a tool to obtain 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 framework and the ethical custom of the country‟. In 
concern to obtaining profits; it does not exclude taking into consideration the requirements of all others who have a 
stake in the firm (stakeholders). It has been contended that in some conditions the satisfaction of these requirements can 
contribute to maximizing the shareholder value (Mitchell et al., 1997; Odgen and Watson, 1999).  

In the same vein (The first group of theories), CSR can be viewed as a source to improve financial performance, 
and generate competitive advantage either (Husted or Allen, 2000). Additionally, CSR can be the main element to 
improve the organization‟s image and reputation. In a way, it tries to generate product differentiation by forming 
socially responsible practices that can affect company‟s reputation (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 and honest firm will be of high quality‟. 

Several empirical studies are conducted to test the previous theoretical assumptions (the relationship between 
CSR and FP); however, the finding of these studies report mixed results. More specific, some authors found social 
responsibility is costly, and puts companies at an economic disadvantage such as Wood (1991), Vance (1975), Aupperle 
et al., (1985), and Ho Kang et al., (2010). Another group of authors found no relationship between investments in 
socially responsible activities and financial returns such as Hamilton et al., (1993), Diltz (1995), Guerard (1996), Reyes 
and Grieb (1998), Statman( 2000), and  Baue et al., (2005). In contrast to the previous studies; several authors 
confirmed that social responsibility can directly improve the corporate financial performance (Luck and Pilotte, 1993; 
Diltz et al., 1999; Schueth, 2003; Inoue and Lee, 2011; Lee et al., 2013; Mustafa et al., 2012; Tamajón and Aulet, 



 

2013). Therefore, it has been recommended that this relationship (CSR and FP) should be tested further within a 
particular context (Chand, 2006), besides, mediating and moderating variables should be taken into account for further 
examination of this link (Rowley and Berman, 2013). The current study tested the link between CSR and financial 
performance through the mediating role of corporate image in the Egyptian hotel industry. 

Research framework and hypotheses  

A conceptual framework is a structure of concepts and/or theories which are pulled together as a map for the study. A 
conceptual framework is a fundamental part of a quantitative research study; explains the research questions or 
hypotheses, whereas, in a qualitative study, it may be less important or less clear in its structure ( Collis and Hussey, 
2003; Punch,2005). In the current study, and if the data analysis ( exploratory factor analysis) give an evidence that 
CSR is a uni-dimensional construct, two models will be suggested as shown in figure 1. Model 1 shows the direct 
relationship between CSR (as a uni-dimensional construct) with financial performance. Therefore, the below hypothesis 
will be proposed 

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

The second model tests the indirect relationship of CSR with FP with the full mediation 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 evidence that CSR is multidimensional 
construct; then two different models will be tested further with different hypotheses show the direct and indirect 
relationships of the unlike dimensions of CSR with FP as shown in figure 2 and 3.  

Figure 1: The research framework  

 

 
 



 

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 and the 
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 of 
marketing 

Prahalad and Hammond (2002),Hart and 
Christensen (2002),Prahalad (2003), Varadarajan 
and Menon (1988), Murray and Montanari (1986 

 
 
Political theories 
(focusing on a responsible 
use of business power 
in the political arena) 

Corporate constitutionalism  Social responsibilities of businesses arise from the amount of 
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) citizenship The firm is understood as being like a citizen with certain 
involvement in the community 

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

 
 
 
Integrative theories 
(focusing on the integration of 
social demands) 

Issues management  
 
 

Corporate processes of response to those social and political 
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 (1995) 

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

Stakeholder normative theory  
 
 

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

Freeman (1984, 1994), Evan and Freeman 
(1988), Donaldson and Preston (1995), Freeman 
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 and 
future generations 

World Commission on Environment and 
Development (Brutland Report) (1987), Gladwin 
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: 63-64)



 

Operationalization of the study constructs  

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

Turker (2009) introduced a widely accepted scale to measure CSR contains four dimensions (see table 2) as 
following:   
First factor: including CSR to society, natural environment, future generations, and NGOs (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) to 10 (completely satisfied) was used. 
Three items were used to measure the hotel corporate image position (branding advantage) in the market (brand 
awareness, brand image, and brand personality) in comparison with its main direct competitors, drawing mainly 
from the study of Zou et al., (2003). A 10-point rating scale, ranging from (1) „Much Worse‟ to (10) „Much Better‟, 
to assess managers' perceptions about the image of their hotels. 
 

Table (2): Turker (2009) scale to measure CSR 
Factors   Indicators  
1- CSR to society, 

natural environment, 
future generations, 
and NGOs 

 Our company contributes to campaigns and projects that promote the well-
being of the society. 

 Our company implements special programs to minimize its negative impact on 
the natural environment. 

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

 Our company targets sustainable growth which considers future generations. 
 Our company makes the investment to create a better life for future 

generations. 
 Our company encourages its employees to participate in voluntary activities. 
 Our company supports nongovernmental organizations working in problematic 

areas. 
 

2-CSR to employees  Our company supports employees who want to acquire additional education. 
 Our company policies encourage the employees to develop their skills and 

careers. 
 Our company implements flexible policies to provide a good work & life 

balance for its employees. 
 The management of our company is primarily concerned with employees‟ 

needs and wants 
 The managerial decisions related with the employees are usually fair. 

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

customers. 
 Our company respects consumer rights beyond the legal requirements.  
 Customer satisfaction is highly important for our company. 

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

Source: adopted from Turker (2009:419)  



 

While financial performance is frequently measured using subjective (perceptual) measures (e.g. Agus and 
Sagir, 2001; Douglas and Judge, 2001; Kaynak, 2003; Lakhal, 2005; Zu, 2008), financial performance is measured 
in this study using two objective indicators (employee productivity and revenue per room), as subjective measures 
typically contain systematic (biases) and random measurement errors (Bollen and Paxton, 1998).  

Methodology  

Data collection 

In this study, data was obtained from a survey of 360 four and five-star hotels in Egypt to test the impact of CSR on 
FP. A total of 320 responses (130 from five-star hotels and 190 from four-star hotels) were obtained. Twenty 
uncompleted questionnaires were removed leaving 300 usable questionnaires and yielding a response rate of 83%. 
All questionnaires were completed by the hotel general managers. The questionnaire was pre-tested through 
interviewing three academic researchers and 20 hotel managers. Some revisions to the questionnaire were made to 
improve its clarity and eliminate some duplicated items. 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 equation modeling (SEM) was employed to test the 
research hypotheses.   

Results and Discussions  
Tests for dimensionality, and reliability 

Exploratory factor analysis (EFA) is employed in the current study to test the dimensionality structure of the study 
construct. EFA is a statistical approach used to achieve two main results; data summarizing and data reduction 
(Tabachnick and Fidell, 2007; Hair et al., 2006). Data summarizing aims to locate appropriate structure of the 
research variables under the specific logic factors (Tabachnick and Fidell, 2007; Hair et al., 2006).  Data reduction is 
a process used to remove uncorrelated items and reduces the number of items within each variable (Tabachnick and 
Fidell, 2007; Pallant, 2007). All the necessary conditions (sample size, factorability of R (strength of the relationship 
among the variables), missing data, outliers, linearity, normality, and multicollinearity) for performing EFA are met. 

All the indicators employed to measure CSR, corporate image, and financial performance were subjected to 
exploratory factor analysis (EFA) in SPSS v20 to find out how many factors (dimensions) they suggest. EFA 
produced a four-factor solution for CSR, and one-factor solution for corporate image, and one-factor solution for FP. 
All the items used in the questionnaire to measure CSR are retained and load highly 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 Malhotra (2010).  Cronbach‟s alpha is a technique 
that calculates the mean reliability coefficient for all possible ways of splitting a set of items into two halves 
(Malhotra, 2010). High alpha scores mean more internal reliability in the measurement scale whereas a low alpha 
indicates the items used do not really capture the construct and some items may have to be eliminated to improve the 
alpha level.  However, according to Hair et al (2006), and Nunnally (1978) the lower limit for Cronbach‟s alpha is 
0.70. Bryman and Bell (2003) asserted the figure 0.080 is typically employed as a rule of thumb to denote an 
acceptable level of internal reliability. 

 Composite Cronbach Alpha values scores for all factors reflect satisfactory internal consistency for those 
items. The reliability scores of all averaged scales (Cronbach Alpha or α) of all factors exceed 0.90, which is above 
the usual cut-off level of 0.7 as recommended by Nunnally and Bernstein (1994). 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 Results and Interpretations  
Structural equation modeling was employed in the current study because this data analysis technique can test the 
causal direct and indirect relationship between the research variables (Byrne, 2010). Additionally, SEM is a 
technique to analyze multiple and interrelated relationships among the constructs for model building. It is the only 
analysis that allows complete and simultaneous tests of all relationships for the complex and multidimensional 
phenomenon (Tabachnic and Fidell, 2007:679). In addition, SEM allows representing a latent variable in the 
relationships between variable while taking into account the estimated measurement error related to the imperfect 
measurement of variable as well (Schumacker and Lomax, 2010).  



 

All necessary conditions to run  SEM, i.e. conditions regarding the sample size, missing data, outliers, 
normality, and multicollinearity, were met. Several goodness-of-fit (GOF) measures were used to assess model fit: 
Chi-square (χ2), Normed χ2  (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), Comparative Fit Index (CFI>0.90), Tucker-
Lewis Index (TLI>0.90), Parsimony Comparative Fit Index (PCFI>0.50), and Parsimony Normed Fit Index 
(PNFI>0.50). All the models were specified and over identified; the data for the models was entered in AMOS v18 
by using the ML estimation technique 

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

   

***Correlation is significant at the 0.00 level; F1 CSR, F2 CSR, F3 CSR, and F3 CSR: the four Factors that 
measuring corporate social responsibility; FP: financial performance; x1-x14: the indicators that measuring CSR 
factors; Y1, and Y2: indicators that measure financial performance e1-e19: Measurement error associated with the 
observed variables. var1: Residual error in the prediction of an unobserved endogenous factor.  

 

 



 

Figure (3): Model 4 indirect effect of CSR on FP through corporate image  

 
 

***Correlation is significant at the 0.00 level; F1 CSR, F2 CSR, F3 CSR, and F3 CSR: the four Factors that 
measuring corporate social responsibility; FP: financial performance; x1-x14: the indicators that measuring CSR 
factors; M1-M3: indicators that measures corporate image; Y1, and Y2: indicators that measure financial 
performance e1-e22: Measurement error associated with the observed variables. Var1- var2: Residual error in the 
prediction of an unobserved endogenous factor.  

The goodness of fit indices (GOF), as shown in table 3,  indicate that model 3 (see figure 2) which test the 
direct effect of CSR on FP does not fit the data well, while model 4 (see figure 3) which test the effect of CSR on FP 
through the mediating role of corporate image perfectly fits the data. More specific, model 3 (direct relationships 
between CSR and FP) GOF indices indicate that the model does not fit the data well. In details model 3 χ2 (184, N= 
300) = 1604.5, P<0.001 (Normed χ2 = 10.84, RMSEA=0.81, SRMR = .409, CFI= 0.76, NFI=0.74, TLI=0.72, 
PCFI=0.65, and PNFI=0.64). Model 4 (indirect relationships between CSR on FP through corporate image) results 
indicate that the model GOF indices fit the data well. In details model 4 χ2 (2413, N= 300) = 219.43, P= .36, 
Normed χ2 = 1.03 (below the cut of point of 3), RMSEA=0.016 (below the cut of point of .03), SRMR = .046 
(below the cut of point of .03), CFI= 0.997, NFI=0.97, TLI=0.996 (all above the cut of point of .90), PCFI=0.821, 
and PNFI=0.834 (both above the cut of point of .5), (see table 3).  

After obtaining satisfying results for the proposed model (model 4); the researcher tests the research 
hypotheses. Each path in the structural model between the latent variables represents a specific hypothesis. 
Hypotheses are usually tested in the form of a null hypothesis H0, where no relationship exists or estimate equals 
zero. The null hypotheses are either rejected or not rejected, depending on the significance level (P value) of the 
standardized coefficient 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 greater than the significant level (i.e. P > 0.05), there is 
no evidence to reject the null hypothesis (Pallant, 2007). Significance levels employed 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 conservative than the 0.01 level. In this study, a 
significance level less than ≤ 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 null hypothesis (estimate equals zero) 
of these relationships (between the latent factors) as shown in Figure 2, and 3.  Those relationships represent the 
likely direct and indirect relationships between CSR and financial performance.  Table 4 presents selected output 
from AMOSv18 showing the hypotheses, standardized (estimates) regression weights, 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 table 3), the hypotheses (in model 3) 
between CSR and FP will not be discussed in depth (see table 3). However, Model 4 (see figure 3) GOF indicates 
this model better fits the data and could further be used to explain the study hypotheses (see table 3). 

In model four (see figure 3), which assumes CSR is a multidimensional construct contains four dimensions 
(CSR to society, natural environment, future generations, and NGOs; CSR to employees; CSR to customers; CSR to 
government) and investigates the indirect impacts of CSR on FP through the mediating role of corporate image, the 
path coefficient between F1 CSR (CSR to society, natural environment, future generations, NGOs) and corporate 
image is 0.37 with a high significance P-value (P<0.001), which lead to the rejection of the null hypothesis and 
indicates that F1 CSR has a positive significant directly effects on corporate image. This result indicates, the 
corporate (hotel) image increases when the hotel contributes to campaigns and projects that promote the well-being 
of the society, implements special programs to minimize its negative impact on the natural environment, participates 
in activities aiming to protect and improve the quality of the natural environment, targets sustainable growth that 
considers future generations, makes investment to create a better life for future generations, encourages its 
employees to participate in voluntarily activities, and supports nongovernmental organizations working in 
problematic areas. This result is consistent with Robbins & De Cenzo (2002), and Hayward (2005). 

Moreover, the examination of the path coefficients and the related P-value to assess the effect of  F2 CSR 
(CSR to employees) on the corporate image reveals that F2 CSR has a direct positive effect on the corporate image 
(0.38; P<0.001). This highly significant (P <0.001) path coefficient provide an evidence to reject the null hypothesis 
(no relationship exists) and indicates that F2 CSR has a positive direct effect on the corporate image. This result 
indicates that the corporate (hotel) image increases when the hotel supports employees who want to acquire 
additional education, encourage the employees to develop their skills and careers, implements flexible policies to 
provide a good work and life balance for its employees, management is primarily concerned with employees‟ needs, 
and managerial decisions related to the employees are usually fair. This is consistent with several previous studies 
results such as those conducted by Fombrun & Shanley (1990, Riordan et al., (1997) and Bauman and Skitka (2012).  

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

 AFM 
absolute fit measures 

IFM 
incremental fit measures 

PFM 
parsimony fit measures  

 χ2/df RMSEA SRMR CFI NFI TLI PNFI PCFI 
Standard fit values ≤ 3 ≤ 0.03; ≤ 

0.08 
≤ 0.03; 
≤ 0.08 

≥0.90 ≥0.90 ≥0.90 > 0.5 > 0.5 

Model 3: 
Direct impact of CSR on 
FP 

10.84 0.181 0.409 0.76 0.744 0.724 0.64 0.65 

Model 4: 
Indirect impact of CSR on 
FP through corporate 
image  

1.03 .016 .041 .997 .997 .996 .821 .834 



 

Table (4): Hypothesized relationships, Standardised Regression Weights, P-values, and null hypotheses 
supported/rejected (CSR&FP). 

 Hypothesized 
Relationships 

 

Standardized 
estimate 

P Null 
hypothesis 
(estimate 

equals zero) 

interpretation 

Model 3 

H1 FP <---  F1 CSR      .28 *** Reject F1 CSR has a positive direct significant effect 
on FP (effect size = .28 ) 

H2  FP <---  F2 CSR      .002 .65 Fail to Reject The direct positive significant effect of F2 CSR 
on FP is not supported (effect size = .002 ) 

H3 FP <---  F3 CSR      .11 .08 Fail to Reject The direct positive significant effect of F3 CSR 
on FP is not supported (effect size = .11 ) 

H4 FP <---  F4 CSR      .13 .06 Fail to Reject The direct positive significant effect of F4 CSR 
on FP is not supported (effect size = .13 ) 

Model 4 

H1 
 

Image <- F1 CSR     .37 *** Reject F1 CSR has a positive direct significant effect 
on corporate image (effect size = .37 ) 

H2  Image <- F2 CSR     .38 *** Reject F2 CSR has a positive direct significant effect 
on corporate image (effect size = .38 ) 

H3 Image <- F3 CSR     .23 *** Reject F3 CSR has a positive direct significant effect 
on corporate image (effect size = .23 ) 

H4 Image <- F4 CSR     .22 *** Reject F4 CSR has a positive direct significant effect 
on corporate image (effect size = .22 ) 

H5 FP <---  Image        .43 *** Reject Corporate image has a positive direct significant 
effect on FP (effect size = .43 ) 

***Correlation is significant at the 0.00 level; F1 CSR: CSR to society, natural environment, future 
generations, and NGOs; F2 CSR: CSR to employees; F3 CSR: CSR to customers; F4 CSR: CSR to the government; 
FP: financial performance.  

Additionally, in examining the impact of F3 CSR (CSR to customers) on corporate image, there is evidence 
that F3 CSR has positive path coefficients and strong significant P–values (0.23; P<0.001). This significant P value 
rejects the null hypothesis (estimates equals zero) and indicates that the corporate (hotel) image increases when the 
hotel provides full and accurate information about its products to their customers; the hotel respects consumer rights 
beyond the legal requirements; and the hotel pays great concern to customers‟ satisfaction. These results are in line 
with the findings of the studies conducted by Becker-Olsen et al., (2006), and Pérez & Rodríguez del Bosque 
(2015). 

Furthermore, the SEM results indicate F4 CSR (CSR to the government) has a direct and either positive 
significant impact (0.22; P<0.001) on corporate image.  This highly significant (P <0.001) path coefficient provide 
an evidence to reject the null hypothesis (no relationship exists) and indicates F4 CSR has a positive direct effect on 
the corporate image. This result indicates that the corporate (hotel) image increases when the hotel always pays its 
taxes on a regular and continuing basis; and complies with legal regulations completely and promptly. This result is 
supported by several previous studies such as those conducted by Tapper (1997), and Mandina et al., (2014). 

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



 

room) will increase when the hotel has a superior  brand advantage; brand awareness; brand image, and brand 
personality  in comparison with its main direct competitors in the market. This is consistent with results of several 
previous studies, such as those conducted by Chung et al., (1999), Roberts and Dowling, (2002), Eberl and 
Schwaiger (2005), and Malik &, Nadeem (2014). 

 Based on the above discussion, sometimes hotels starting to adopt CSR practices, but suddenly discontinue 
implementing these practices, due to it is high-costs which lays companies at an economic disadvantage in 
comparison to other less socially responsible firms ( this explain why some authors find that CSR negatively affects 
FP). Corporate 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 generate FP after improving the hotel image.  

Conclusion  

This study sought to investigate the impact of corporate social responsibility (CSR) on financial performance (FP) 
through the mediating role of corporate image in the Egyptian hotel industry. The instrumental theories of CSR 
supported by Friedman (1970), Jensen (2000), and Porter and Kramer (2002), considered CSR as a means, which 
organizations employed to gain more profit, and its social practices are only a means to attain economic results. 
Despite the important theoretical role of CSR in improving business performance, fewer empirical studies have been 
carried out within the context of the service industry. Among those studies that investigate the impact of CSR on 
business performance, there is a lack of clarity concerning the dimensional structure of CSR, which CSR practices 
can enhance business performance, and whether the relationship between CSR and FP is positive, negative, direct or 
indirect through other mediating variables. It has therefore been recommended that this relationship (CSR and FP) 
should be tested further within a particular context (Chand, 2006) and that mediating variables should be taken into 
account for further examination of this link (Rowley and Berman, 2013).   

Turker (2009) CSR scale was used in the current study to operationalize CSR. This scale contains four 
factors: First factor: including CSR to society, natural environment, future generations, and NGOs; Second factor: 
including CSR to employees; Third factor: including CSR to customers; Fourth factor: including CSR to the 
government. Three items were used to measure the hotel corporate image position (branding advantage) in the 
market (brand awareness, brand image, and brand personality) in comparison with its main direct competitors, 
mainly drawn from the study of Zou et al., (2003). Financial 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 and five-star hotels in Egypt to test the impact of CSR 
on FP. A total of 320 responses (130 from five-star hotels and 190 from four-star hotels) were acquired. Twenty 
uncompleted questionnaires were removed leaving 300 usable questionnaires and yielding a response rate of 83%. 
All questionnaires were completed by the hotels‟ general 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 equation modeling (SEM) was employed to 
test the research hypotheses.   

Prior to testing the current study models; the dimensional structure of CSR was first examined. All the 
indicators employed to measure CSR were subjected to exploratory factor analysis (EFA) in SPSS, to find out how 
many factors they suggest. EFA produced a four-factor solution, representing CSR to society, natural environment, 
future generations, and NGOs; Second factor: including CSR to employees; Third factor: including CSR to 
customers; Fourth factor: including CSR to the government. These results give evidence that CSR can be employed 
in the current study as a multidimensional construct. Therefore, the models (see figure 1) that test the relationship 
between CSR (as a uni-dimensional construct) directly with FP or indirectly through corporate image, was 
neglected.  

Two more models were proposed and tested in the current study using SEM as the main data analysis 
technique. The first model (see figure 2) test the relationship between CSR (as a multidimensional construct) 
directly with financial performance. The other model (see figure 3) investigated the relationship between CSR and 
FP indirectly through the mediating role of corporate image. The goodness of fit indices (GOF), as shown in table 3, 
indicate that model 3 (see figure 2) does not fit the data well while model 4 (see figure 3) perfectly fits the data. 
These results indicate that CSR practices cannot directly improve financial performance, but indirectly through the 
corporate image.  



 

To conclude, despite the apparent contradiction in the literature review regarding the nature of the 
relationship between CSR and financial performance, where some authors such as Hamilton et al., (1993); Diltz, 
1(995a,b); Guerard, (1996); Kurtz and diBartolomeo, (1996); Reyes and Grieb, (1998); Statman, (2000); Baue et al., 
(2005) did not support the existence of direct relationship between CSR and financial performance, others such as 
Wood (1991), Vance (1975), Aupperle et al., (1985), and Ho Kang et al., (2010) claimed that CSR negatively affects 
financial performance. However, a third group of authors such as, Luck and Pilotte (1993), Diltz et al., (1999), 
Schueth (2003), Lee et al., (2013), Mustafa et al., (2012), Tamajón and Aulet (2013) argued that CSR positively 
affects financial performance. The current study results can explain this contradiction at least in one sense: that is in 
the role of corporate image as a mediating variable. Indeed, the current study results (based on employing SEM as 
the main data analysis technique) gives evidence that CSR cannot directly improve financial performance but should 
first enhance the corporate (hotel) image and then improve financial performance. This result might convince hotels 
managers (and other managers in similar industries) to implement CSR practices to first improve the hotel‟s image 
and then gain better financial performance.  
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 الملخص العربي

Å Ä ءÄàألÄ  ÌÅ åش  Ë Å ÏÖالÄ Ë ½ë Ä ب Ëالق Ä Ë Éط Ëفå  ¾ ËêÄäá Ä ã  Í ê Î خال Ûë Ë åش  Ë ã Ä Êä ص Ä 
ط ê  Å  ) á ( . Å Ä ءÄàألÄ ëÛÏ  ÊÄàأ ÌÅ åش  Ë Å ÏÖالÄ Ë ½ë Ä äÅÉÏ Ä  أ  ÌÅ åÿ Ä  á á Ä Ìá     .أ

Å åغ  â ف Ä إل Í Î Ï Ä ÌÅêÄäá Ä  Ä Ä Ë Å ×Å ص Ë ف  åÿ Ä Î äÅÉÏخ . àÅ Ä Ë Å بÅألخص ص  ÌÅ áß
Í ب Åق Ï Ä ÌÅêÄäá Ä Î ب  Å Ä ءÄàألÄ  ÌÅ åش  Ë Å ÏÖالÄ Ë ½ë Ä ب Ëالق Ä ËêÄäá أ ÍÉبشأ  أث Ø ض  á  Å

الق ب    áÖ Ä É ال ê Ä Ë ×Åب Ä Ëالق Ä Î  åخÄ ÌÄå Ïغ  ËûêÄ ÅÉشÊå ب  å ÅÉشÊå أ غ  Ëالق    Ëالق Ä Î
 Ë ÅÛ Ä ËêÄäá Ä ÍبÅ×Ïê¾ ، ã  . Ä ÌÅالطال åش  Ë Å ÏÖالÄ Ë ½ë Ä ب Ëالق Ä Ë Éط  Ë Å  Ù ض Ïب ËÉ Åû Ä ÌءÄá Ä  á á

Å Ä ءÄàألÄ  ب åشÅÉ  å ÅÉشÄ å غ  ä Ä Ëûخå )بص ê  ÌÄå Ïغ  ûêÄÎ ÓÛë ف )Ë åش  Ë ã Ä Êä ص Ä . àÅ Ä Ë Å  ص
 ÚåÏق¾ Ä  Ë ËûêÄ أäب ÌÅ ب åش  Ë Å ÏÖالÄ Ë ½ë Ä èÅ ÎTurker (2009)    Ë ق ½ë Åب Ï Ä Åأل :  Ä : ÅÏ Å

Å×Î Ë åش  Ë Å ÏÖالÄ Ë ½ë Åب Ï ÅÓ ف Ä Å Ä Å åبÙ، أ àÅف   å غ Ä ÌÅ ÿ Ä  ,ËÃ É Ä , Ï× Ä Å×Î Ë åش  Ë Å ÏÖالÄ 
ü ÄالÄ Ë ½ë Åب Ï ث   ÅÓ Ä Å Ä أ ،  الء،  Ä Å×Î Ë åش  Ë Å ÏÖë Åب Ï Äåب  Ä Å Ä Äå Ë خ åش  Ë Å ÏÖإلÄ Ë ½

½ Ä Å×Î .Ë Û Ä ÌÅëêألÄ èÅ Î Å Ë ق ÖÅÏ êط ¾ Ï  á Ä Ëفåغ Ùبä طê Ï  Ó  Ë ض Ä é Å Ä ض ËûêÄ ب Å ب Ä ءÄà



 

 Å Äâ¾ ألÄ é Å  Ä ب à åق  Ë غ ض Ä å Å غ Ä ءÄà Ëخال ثالث  Ë åش   Ë ã Ä Êä ص Ä èÅ Î Å ق Ë. ب Å  ç ÛÎ ËÉë
 ÚåÏق¾ ÌÄå ÏZou et al., (2003)  Ë ã Ä Êä ص Ä ،Ë äÅ×Ï Ä Ë غال Åب Ä ال Ä Ë شßص  ،Ë äÅ×Ï Ä Ë Ëال äÅ×Ï Ä Ë. 

äá Ä ã Ä ف  Ú  åص × ف  Äألäب   é ß Ä àÅ صÅء Ö ف Ïê¾ خال  ÌÅ Å É Ä ×Î Î ،ËêÄ063  صÛ Ä Î . á ف
  ÌÅبÅ×Ïê¾ 023 (  á ×   003ف  é ß Ä àÅ (  .  093 ف ×  Ë àÅ أäب Å  20 ف Å×Î Î ءÅص ÏêÄ ÊäÅ Ïê¾

 å غ Ä ÌÅ Å É Ä  á á Ä  Å Äئ ÏÚإلإلÄ ×  ÙÉص  Ë Ï  ئÅصÚألÄ ÛÏ  Ë Åب Ä ÌÄäÅ Ïê033  غ É  ËبÅ×Ïê¾ á ÊäÅ ب Ïê¾
شÅف  .%  30 ÏêالÄ Å Ä ÛÏ Ä   ÄáßÏê¾ Î Ë Åئ É Ä Ë àÅ Ä Ôâ  .ÌÅ Å É Ä ÛÏ 

 ËûêÄ êÄäá ب Ä ÌÅ Å شÅفأثÛÎ ÍÉ ب ÏêالÄ Å Ä ÛÏ Ä  Ë ½ë Ä أÏÖالÄÅ Ä àáألب Ï  å Ïغ  ÌÅ åش  Ë Å à  á â é ب
áÚÄ. ب Öâ  äÅÉÏخÄ Î Ë Åëب Ä Ë× Ï Ä  ءÅ Ëب Åئ É Ä Ë àÅ Ä Ôâ  ÄáßÏê¿:  

Ïغ  ÌÅ åش  Ë Å ÏÖالÄ Ë ½ë Ä ÌÅêäÅ ÅÉشÊå ب  Ä Ëالق Ä èäá Ä Ôâأل  ÄÅ Ä ءÄàألÄ  àÅ Ä àáالب Ï  å .Å Ä  Ôâ Ä
 Ëالق Ä èäá ÅÓ ف Ä å Ä àáألÄغ Ï  å Ïغ  ÌÅ åش  Ë Å ÏÖالÄ Ë ½ë Ä ÌÅêäÅ Å  خال ÅÉ ëÛÎشÊå ب  Ä ءÄàألÄ  àÅ ب

 Ë åش   Ë ã Ä Êä ص Ä.ط ê  Å أ Ë Åئ É Ä Ë àÅ Ä Ôâ  ÄáßÏê¿ب  ËêÄäá Ä ÙئÅÏ  Ìå ü  ال الئ   å Ä Ôâأل غ Ä أ Ù ص
Ä Ëال ½ë Ä ÌÅêäÅ ÅÉشÊå ب  Ä Ëالق Ä ÛÏألÄ àá Ï  å Ïغ  ÌÅ åش  Ë Å ÏÖ Å Ä ءÄàألÄ  àÅ  ب

ص ½شÌÄå ق   Íû ÅÓ فأ Ä Ôâ Ä ÌÅ Å Å ب القË أ Ä ËêÄäá  Å Ï Úال å Ä ËالÄغ ½ë Ä ÌÅêäÅ ÅÉ ÌÅشÊå ب  åش  Ë Å ÏÖ
Ä àáأل Ï  å ÄألÏÄàغ  àÅ صب Ä ëÛÎ خال  Å Ä ط.ء ê  Å  Ë åش   Ë ã Ä Êä أ Ä ÕئÅÏ Ä ã  å Î Ëش ½ë Ä 

É Ä , Ï× Ä Å×Î Ë åش  Ë Å ÏÖالÄ Ë ½ë Ä( ÌÅ åش  Ë Å ÏÖالÄ ÌÅ ÿ Ä  ,ËÃ å Ä Å×Î Ëغ åش  Ë Å ÏÖالÄ Ë ½ë Ä ،Ùبå àÅف 
 Ë Å ÏÖالÄ Ë ½ë Ä ، ü Ä ÊåشÅÉ  Å Ë(  ال  Û Ä ÌÅëëئ Ä Å×Î Ë åش  Ë Å ÏÖالÄ Ë ½ë Ä الء،  Ä Å×Î Ë åش

Ä Êä ص Ä ëÛÎ خال  ÊåشÅÉ  å Êä غ Å  بص Ä ءÄàألÄ ëÛÎأ Ëëê½  Ë ãال. 

 

 

 

 

 

 


