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Abstract—This study has investigated the relationship 
between corporate social responsibility (CSR) and corporate 
performance in the Chinese hospitality industry. We used several 
indicators to measure corporate performance and employed 
social contribution value per share (SCV) to calculate CSR. By 
using unbalanced panel data from all Chinese listed hospitality 
companies and employing a multiple regression analysis, we 
found that CSR has a negative relationship with short-term 
performance and a positive relationship with long-term 
performance. The result reminds us not to just focus on 
traditional performance indexes. In this research on corporate 
social responsibility, it is more realistic and practical to use long-
term performance index as the dependent variable than short-
term indicator.   
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I. INTRODUCTION

In response to the deteriorating international economic 
environment and expanding domestic demand, the Chinese 
government is focusing on the development of sunrise 
industries like hospitality and tourism.  In their hospitality 
industry development report (2018) they noted that by the end 
of 2017 the number of hospitality companies increased by 
6.69% over the previous year but profitability decreased by 
90.4%. While the industry is expanding, companies are 
challenged with improving competitiveness and profitability. 
Many have begun to build environmentally friendly operations 
and increase energy efficiency to reduce costs and improve 
profits. They are also paying more attention to employees, 
consumers, and commercial partners who can help them to 
develop competitive advantage. Corporate social responsibility 
(CSR) is playing an increasingly prominent role in the Chinese 
hospitality industry. 

Davis (1973) [1] defines CSR as “the firm's consideration 
of and response to issues beyond the narrow economic, 
technical and legal requirements of the firm to accomplish 
social benefits along with the traditional economic gains which 
the firm seeks”. Wahba & Elsayed (2014) [2] noticed that 
firms can develop a competitive edge over rivals by investing 
in social responsibility. In the hospitality industry Bevan et al., 
(2004) [3] identified potential benefits such as the 
enhancement of profit, customer service, brand value, and 

long-term sustainability. However, Jones et al. (2006) [4] 
found a negative relationship between CSR and company 
financial performance (CFP). Peng & Yang (2014) [5] 
suggested that investment in CSR diverts funds away from 
production.  

Researchers have found that relationships between CSR 
and CFP are often idiosyncratic (Banerjee et al. 2003 [6]; 
Salzmann et al. 2005 [7]), implying that each major industry 
must find its own relationship, and not blindly apply the 
findings of other industries. We have collected unbalanced 
panel data from Chinese listed companies from 1992 to present, 
and we found that the relationships between CSR and 
concentration are positively related to long-run endogenous 
growth. To add to social responsibility literature, this study 
was designed in the following ways.  

It has focused on the hospitality industry because different 
industries present idiosyncratic relationships between CSR and 
company performance (Henriques & Sadorsky, 1996 [8]; 
Lankoski, 2000 [9]; Salzmann et al., 2005 [10]). It sampled the 
emerging market in China, whereas much of the existing 
research evidence has been taken from developed countries.  

 It used sustainable growth rate as a dependent variable to 
measure CFP and represent self-development ability. For 
stakeholders market performance and capacity for internal 
sustainable development are very important.  

We introduced an index-social contribution value per share 
(SCV) as an independent variable to represent CSR. This 
official index was issued by the Shanghai Stock Exchange 
(SSE) in 2008 and is now promoted to all listed Chinese 
companies. It provides better CSR information to all 
stakeholders and gives them a clearer understanding of the real 
value created by the company.   

This paper is organized as follows. The second section 
builds hypotheses and covers variable definition, statistical 
methods, data collection. The third section analyzes empirical 
results and discusses findings, and we conclude in section four. 
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II. METHOD

A. Proposed hypotheses

As our Chinese economy expands people are paying more
attention to company contributions to social stability and 
sustainable development. To win society's respect, many 
companies have enhanced their social coordination, and 
environmental policy and practice.  

Sheldon (1923) first proposed CSR as a concept which 
does not just maximize profits but also considers ethical 
aspects. The modern CSR concept dates back to the 1950s and 
has evolved (Carroll, 1999) [11]. Carroll (1979) [12] believed 
that CSR refers to society's expectations for enterprises with 
respect to their economic, legal, ethical and philanthropic 
responsibilities. In recent years, hospitality companies have 
practiced CSR extensively (Robson & Robson, 1996 [13]; 
Byrd, 2009 [14]). The hospitality literature has investigated 
various CSR issues (Kang et al., 2010 [15]; Kim et al., 2017 
[16]) such as the financial impacts of socially responsible 
activities and their internal consequences.  

While the relationship between CSR and corporate 
performance has been widely researched, the empirical 
evidence has provided mixed results, showing positive, 
negative, curvilinear and no effects. The mixed empirical 
results may be attributable to different model specifications, 
variables measurements, sample selection techniques and 
theoretical perspectives.  

Enterprises live in the market and society simultaneously. 
There is the contractual relationship between enterprise and 
society. Society supports the company and demands that the 
company is socially responsible. The key in this contractual 
relationship is the stakeholder (Jiang & Gu, 2008 [17]). On the 
other hand, Coase (1937) noted that there were transaction 
costs. Jones (1995) [18] argued that increasing CSR will 
improve the relationship with stakeholders and reduce 
transaction costs. Similarly Barnett (2007) [19] found that 
increasing CSR improves trustworthiness, thereby reducing 
transaction costs. In the hospitality industry researchers have 
identified a range of potential benefits such as the 
enhancement of profit, customer service, brand value, and 
long-term sustainability (Bevan et al., 2004) [20]. 

H1: Corporate social responsibility has a positive effect on 
short-term financial performance. 

H2: Corporate social responsibility has a positive effect on 
long-term financial performance. 

B. Research Methodology

1) Variables Definition

a) Enterprise Performance

Financial performance refers to a company's ability to 
generate new resources from day-to-day operations over a 
given time frame, and is gauged by net income and cash from 
operations. Nowadays stakeholders focus on market 
performance and capacity for internal sustainable development. 
This study uses ROE to measure short-term profitability and 
SGR (sustainable growth rate) to represent long-term self-
development ability. ROE is net profit divided by average 

shareholder equity. SGR is the annual percentage of increase 
in sales that is consistent with a defined financial policy 
(Higgins, 1977) [21].  

b) Corporate Social Responsibility

In our article, CSR was measured by using the social 
contribution value per share (SCV). Since 2006 in China, 
CSRC, SASAC, SSE and SZSE have released guidelines, 
requiring that listed companies issue regular social 
responsibility reports. In May 2008, the Shanghai Stock 
Exchange (SSE) issued the "Notice of Improving Listed 
Companies' Assumption of Social Responsibilities", to 
introduce the concept of "social contribution value per share" 
(SCV). This index calculates the added value created for the 
society by adding tax revenues created for the State, salary 
paid to employees, loan interest paid to creditors including 
banks, donations and other value for stakeholders, and 
deducting social costs of environmental pollution and other 
factors. It provides good information about the real value 
created by a company for all of its stakeholders, is widely used 
by listed companies in Shanghai and Shenzhen stock 
exchanges, and has become an important index in Chinese 
research literature. 

c) Control Variables

This study controls several variables to define the 
relationship between dependent and independent variables. 
LnA is the natural logarithm of the number of years that the 
company has been listed. Leverage is the ratio of total liability 
over total assets. Total asset turnover is the ratio of operating 
revenue to average total assets. 

2) Statistical Methods
When employing the panel data model, three alternatives

were pooled: ordinary least square (OLS) regression model, 
fixed effect (FE) regression model, and random effect (RE) 
regression model. When the likelihood test was conducted, the 
FE regression model was more appropriate. When the 
Hausman test was done, the RE regression model was more 
suitable. Otherwise, the OLS regression model could have 
been used. However, if both the likelihood and Hausman tests 
are completed (in this paper the number of firms was greater 
than the number of years), the FE model is more suitable if 
panel data is not randomly sampled (Hausman, 1978). 
Conversely, the RE model is more appropriate if panel data is 
randomly sampled. In addition, since the panel data in the case 
study has the characteristic of N (the number of firms)>T (the 
number of years), the problems of serial correlation and panel 
unit root may be reasonably ignored. 

3) Data collection
The study used unbalanced panel data consisting of all

Chinese firms listed on the Shanghai Stock Exchange and 
Shenzhen Stock Exchange Limited from 1992 to 2015, and has 
excluded companies that received special treatment, had 
incomplete data, or extreme values (China Stock Market and 
Accounting Research Database; GTA). We have used a large 
sample and a longer period to ensure reliability and to reduce 
measurement error. The sample selection was guided by data 
availability. Our sample has included all listed hospitality 
industry firms based on the China Securities Index Co., Ltd’s 
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recommendation L124/36. In this article, we used STATA 
analysis software to process data, and tested four hypotheses. 

III. RESULTS 

This study has employed the panel data regression model 
to analyze the relationship between corporate social 

responsibility and corporate performance in China. In 
examining the repeated cross-section of observations, panel 
data are better suited to study the dynamics of change (Gujarati, 
2003) [22]. We tested the impacts of corporate social 
responsibility on firm performance separately and report the 
evidence in Table 1.  

TABLE I PANEL DATA REGRESSIONS OF FIRM PERFORMANCE 

Dependent variables Model1 Model2 
Independent variables ROE SGR 

FE coef. RE coef. 
SCV -0.4193*** 0.0958* 
lnA 0.4764** 0.08176 
Lev 1.3587*** -0.2767*
TAT 0.5750* -0.0000
Constant -0.9284 -0.9421
R2 0.1075 0.0368 
Fa 5.78*** 
Hausman Testb 15.80*** 4.62 
BP-LM testc 0.00 

Note a: F test provides a test of the pooled OLS model 
against the fixed effects model based on the OLS residuals  

Note b: Hausman test is the Hausman (1978) specification 
test for fixed effects over random effects  

Note c: BP-LM test is one basic test for the relevance of 
random effects to be incorporated in a panel model proposed 
by Breusch/Pagan (1980). It tests for OLS over random effects. 

Note d: *p <0.1   **p <0.05   ***p<0.01 

Model 1 reveals the negative relationships between SCV 
and economic performance. The result is contrast with 
hypothesis 1. While model 2 reveals the SCV positive impact 
on SGR, consistent with the hypothesis 2, saying that long-
term corporate performance will increase as social 
responsibility strengthens. Therefore, we can infer the impacts 
of corporate social responsibility on firm performance vary 
with the different focuses of performance indexes. ROE 
emphasizes the short-term profitability from the owners’ view. 
Social responsibility needs to balance the benefits to all 
business stakeholders. Consequently in some degree increasing 
CSR might have a negative effect on owners’ current interests. 
However in the long run, CSR promotes the enterprises’ 
endogenous growth (self-sustainable growth rate). Similarly 
Hart & Ahuja found that investing in social responsibility 
initiatives is likely to lead to considerable costs in the short 
term (Hart & Ahuja, 1996) [23] but the market often responds 
in the long-term (Shank et al., 2005) [24]. When investors 
prefer near-term earnings, the short-term performance cycles 
discourage them from supporting long-term projects (Koh, 
2003) [25]. To sum up, CSR has a positive impact on long-
term sustainable growth, but negative effects on short-term 
financial profits in Chinese hospitality listed companies. 
Hypothesis 1 isn’t supported by model 1 but hypothesis 2 is 
supported by model 2, which means CSR has a positive 

influence on long-term performance and a negative influence 
on short-term performance. The outcome reminds us not to just 
focus on traditional performance indexes. In this research 
about corporate social responsibility, it is more realistic and 
practical to use the sustainable growth rate (SGR) as the 
dependent variable than ROE.  

IV. CONCLUSIONS

The objective of this study was to analyze whether social 
responsibility is related to Chinese hospitality company 
performance, and to analyze the impact of the variable on 
financial performance. We found that SCV (Social 
Contribution Value per Share) is positively related to sustained 
growth, and CSR promotes long-run endogenous growth. 
Hospitality industry firms have opted to take on more social 
responsibility to increase performance and strengthen 
marketing competitiveness.  

The hospitality industry has the potential for long-run 
economic growth. In China many provinces are promoting 
green tourism by offering policy support. To benefit from 
these policies and increase corporate performance, a lot of 
hospitality companies try to fulfill their corporate social 
responsibility and benefit stakeholders. To improve social 
responsibility hospitality firms should consider the interests of 
all stakeholders (customers, suppliers, employers, government, 
and the environment) when making decisions. Ignoring key 
stakeholders may damage financial performance.  

Finally, this study has some limitations related to the small 
number of firms included in the analysis. These limitations can 
be attributed to the low number of publicly listed tourism 
hospitality firms in the stock exchanges that we considered. 
The hospitality firms in this study represent 8% of all non-
financial listed firms. Further analysis of unlisted hospitality 
firms may be warranted. However, finding the required 
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financing data for these firms will be challenging. We argue 
that this study sheds light on the importance of social 
responsibility activities within the hospitality industry in 
Chinese emerging markets and provides a basis for other 
related studies.  
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