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Abstract

This study examined whether corporate social responsibility (CSR) enhances firm value for shareholders, who ultimately fund a firm’s CSR initiatives. Specifically, we investigated the relationship between the CSR activities of a hospitality firm and the risks associated with equity holding of the firm. Using MSCI Environmental, Social, and Governance ratings from 1991 to 2008, we measured the extent of CSR efforts of firms and tested the effect of CSR on two different types of equity-holder risks (i.e., systematic and unsystematic risks) across four segments in the hospitality industry (airlines, hotels, casinos, and restaurants). CSR was found to reduce the systematic risk of restaurants and casinos firms significantly, whereas it had no significant influence on the unsystematic risk in any of the segments. The results of this study have important theoretical and practical implications to the academia and the hospitality industry.
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Summary:
The research studied how CSR increases the firm interest of shareholders who eventually finance the CSR efforts of a business. In so far as volatility in stock returns is undesirable, our results suggest that the use of CSR practices such as marketing causes and green initiatives could be a smart approach to hospitality firms. Companies who fund marketing linked to cause tend to be socially accountable. The positive image of a product contributes to an increased market value that in effect affects the company's risk reduction positively.
[bookmark: _GoBack]Nevertheless, businesses in the hospitality sector, which plan to use CSR for risk management, must understand it is not a "one shoe fits all" trend to choose CSR programs. When activity is very consistent with the image of the company and its products, the CSR effect on consumers is increased. Smart CSR practices can also shield an organization from fluctuations in cash flow, while increasing its shareholder value (in the form of focused contributions, community support, environmental projects and organizational responsibility).


Conclusion
In conclusion, the risk-reducing effect of CSR on the four segments of the hospitality industry demonstrates the usefulness of building a favorable CSR reputation to provide support for stock risk management. This finding is particularly important in the present context, where CSR has become a social expectation.
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