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Abstract

The collapse of substantial numbers of large multinational banking corporations in recent years
has prompted regulatory authorities to raise both disclosure and transparency requirements on
banks. Banking customers have also called for additional protection against unconscionable
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practices, and for greater transparency and product information. The literature reveals that
transparency positively influences customer behaviour. However, the mediating effect of
service charge transparency on the relationship between corporate social responsibility and
customer behaviour is a neglected topic. The findings in this research revealed that corporate
social responsibility has a positive and significant influence on service charge transparency,
customer repurchase intention and word-of-mouth intention. The results also confirmed that
service charge transparency has a positive and significant influence on customer repurchase
intention and word-of-mouth. Furthermore, they revealed that service charge transparency
plays a mediating role in the respective relationships between corporate social responsibility
and the two dimensions of consumer behaviour, customer repurchase intention and
word-of-mouth intention.

Keywords: Corporate Social Responsibility, Service Charge Transparency, Repurchase
Intention, Word-of-mouth Intention

1. Introduction

Fallout from the collapse of the Lehman Brothers prompted regulatory authorities in Hong
Kong to raise both disclosure and transparency requirements for banks (Ewins, Husted, Lee
and Woo, 2010). Customers have also called for additional protection against unconscionable
practices, particularly greater transparency with respect to service charges and product
information (Ewins et. al., 2010; Matzler, Wurtele and Renzl, 2006). An increasingly stringent
and competitive environment is forcing retail banks to re-examine their pricing practices and
disclosure policies (Gabaix and Laibson, 2006; Chiu, 2003). Transparency initiatives,
especially those relating to the provision of complete product information and pricing schemes,
are a first and welcome step in strengthening customer trust (Hultman and Axelsson, 2007).
After all, trust is the platform upon which all mutually beneficial relationships are built
(Morgan and Hunt, 1994).

1.1 Background of the Study

Hong Kong is China's number one financial hub and is one of the most successful economies in
Asia (China Daily, 2010). According to China Briefing (2011), “The World Economic Forum,
a Swiss non-profit best known for its annual meeting in Davos, rates 60 countries and regions
in its Financial Development Index based on several financial indicators, including financial
access, business environment, banking and financial services, transparency, institutional
environment, non-banking financial services and financial markets” and Hong Kong’s ranking
jumped from No.4 in 2010 to No. 1 in 2011. Hong Kong’s rapid growth is attributable to
mainland China’s support, well developed legal, tax, financial and banking systems, skilful and
hardworking population, and most importantly, its free market economy, international trade
and finance (China Daily, 2010).

Hong Kong also has an excellent banking system, well regulated by the Hong Kong Monetary
Authority performing the role of central bank. Over the past decade, Hong Kong was able to
increase its integration with mainland China through trade, tourism, and financial links, and is
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one of the very few authorized RMB trade settling facilities outside China (China Daily, 2010).
Seventy-three out of the world’s 100 largest banks have their operations or representations in
this city-state. Hong Kong has the largest volumes of external transactions with the best
banking regulations in Asia (KPMG, 2012). There are 145 licensed banks, 27 restricted license
banks and 28 deposit taking companies in Hong Kong, making a total of 200 authorized
banking institutions, out of which 181 are owned by entities from 29 countries (Janus
Corporate Solutions, 2012).

The Hong Kong retail banking sector’s operating profit for the first three quarters of 2011 rose
by 22.2% compared with the same period of the previous year, indicating a strong growth in
this sector. The quality of residential mortgage lending continues to improve since the peak
recorded in 2008. The total loans and customer deposits increased by 2.5% and 1.0%,
respectively in the third quarter of 2011 resulting in an overall quarterly loan-to-deposit ratio
increase to 56.8% from 55.9%. Hong Kong dollar deposits fell by 0.8% while loans grew by
2.4% in the third quarter, resulting in the quarterly loan-to-deposit ratio rising to 77.9% from
75.4% for the second quarter.

Though the Lehman Brothers mini-bond saga raised alarm bells about the impacts of banks
shirking their corporate social responsibility (CSR) and failing to maintain high levels of
transparency in their conduct of business, there is still a notable lack of attention from both
practitioners and researchers to the critical issues of corporate social responsibility and
transparency and how these issues affect customer behavior in retail banking. It is of vital
importance for banks to be properly managed to deliver quality services, resulting in customer
satisfaction and as a result, more favorable customer behavior including customer repurchase
intention (CRI) and word-of-mouth intention (WoM) towards their bankers in Hong Kong’s
competitive banking environment. Within the Hong Kong banking market, competition is
deemed to be strong, given that there have been new entrants, mergers, takeovers, and
acquisitions over the last two decades (Gabaix and Laibson, 2006). In order to retain customers
and to maximize operating profits, bank management need to identify and examine the factors
influencing bank customer behavior.

From the previous studies, information disclosure and transparency are found to have positive
influences on customer behavior, but the mediating effect of service charge transparency (SCT)
on the relationship between corporate social responsibility and customer behavior is a much
neglected topic of research. This research fills this void by developing a research framework to
empirically test the relationships with data collected from retail banking customers in Hong
Kong. The research had two objectives: firstly, to examine the respective levels of influence of
corporate social responsibility and service charge transparency on customer repurchase
intention and word-of-mouth; and secondly, to investigate the mediating effect of service
charge transparency on the relationship between corporate social responsibility and customer
repurchase intention and that between corporate social responsibility and word-of-mouth.
Corporate social responsibility in this research is defined as the extent to which a bank assumes
its economic, legal, ethical and discretionary responsibilities toward the expectation of its
stakeholders (Mandhachitara and Poolthong, 2011; Maignan, Ferrell, Hult and Tomas, 1999;
Carroll, 1979).
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2. Literature Review and Hypotheses Development

As the objectives of this research were to investigate the casual relationships between
perceptions of corporate behavior in the form of corporate social responsibility and service
charge transparency, and customer behavior in terms of customer repurchase intention and
word-of-mouth, the followings identify the gaps in the corporate and customer extant literature
to justify the choice of research questions posed for this research.

2.1 Corporate Behavior

Many organizations behave well socially because they are concerned that it will impact their
performance. Organizational performance is a measure of a firm’s ability to compete in the
market place and generate profits (Lok, Hung, Walsh, Wang and Crawford, 2005). However,
organizational performance is not just financial performance (Skerlavaj, Stemberger, Skrinjar
and Dimovski, 2007). Many attempts have been made to develop measurement systems that
give a holistic view of an organization’s performance. Some systems successfully balance
financial and non-financial measures such as operational results (financial) and customer
satisfaction (non-financial).

An appropriate measurement system is required to represent and report organizational
behaviour through actual and perceived performance measures. Products and services must be
delivered that meet customer needs (Walsh, Dinnie and Wiedmann, 2006) and these needs can
be categorized as: cost, performance and service, timeliness, and quality (Kaplan and Norton,
1992). Cost or price plays a significant role in the purchasing decision but in service sectors it is
difficult to determine price fairness (Hanif, Hafeez, and Riaz, 2010) or ‘value for money’
(perception), particularly in the finance and banking industry. Customers are also looking for
organizations to be socially responsible, however, customers’ perceptions as to whether these
needs are being met are important determinants of their intentions to continue buying from the
same organization and recommending it to others (Brunk, 2010).

2.2 Corporate Social Responsibility

Being a good ‘corporate citizen’ has become important for organizations, due to public’s
awareness of ethical concerns that emanated from recent high profile business collapses
(Brunk, 2010). Although corporate social responsibility reporting has been around for some
time, very few organizations have taken it seriously. Since Howard Bowen (1953) made the
first contribution to the area, there have been many different definitions and conceptualizations
of corporate social responsibility (Mohr, Webb and Harris, 2001; Sen and Bhattacharya, 2001;
Zahra and LaTour, 1987; Ullmann, 1985; Carroll, 1979). Due to corporate social
responsibility’s broad nature and conflicting ideological stances, there is a lack of generally
accepted consensus on its definition.

In this research, corporate social responsibility is defined as the extent to which a bank assumes
its economic, legal, ethical and discretionary responsibilities toward the expectation of its
stakeholders (Mandhachitara and Poolthong, 2011; Maignan et al., 1999; Carroll, 1979). Until
lately, corporate social responsibility reporting was only undertaken by large multi-national
corporations as a marketing exercise to appease local indigenous people and governments in
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the countries where they operated. Because corporate social responsibility reporting tends to be
voluntary in most countries, it is at the discretion of the board and management whether to
disclose corporate social responsibility information to the public and investment industry. The
situation is changing in cities like Hong Kong. The Oxfam corporate social responsibility
Index report of 2009 shows a definite movement to more corporate social responsibility
reporting from companies which form the Hang Send Index (31 of the 42 HSI companies
responded). Over 70% of companies voluntarily reported corporate social responsibility to
stakeholders. Two banks were in the top ten of the overall corporate social responsibility index;
with The Hong Kong and Shanghai Banking Corporation Limited (HSBC) in the number one
position at 80% and Hang Seng Bank with 63% was tenth.

Previous research reveals a positive association between company valuations and companies
that disclose more voluntary information. Larger and dually listed (overseas and local) Chinese
companies tend to be more transparent on a voluntary basis than those listed only locally
(Cheung, Jiang and Tan, 2010). In recent years, researchers begin to investigating how
corporate behavior is being perceived by the society. In spite of the recent significant findings
in this sector, further study appears to be necessary (Newholm and Shaw, 2007; Mohr et al.,
2001; Sen and Bhattacharya, 2001). Most existing research relating to corporate social
responsibility and ethics focuses on the decision-making processes within companies while
some research on consumer behavior identified a link between an organization’s corporate
social responsibility and consumer responses (Madrigal and Boush, 2008; Biehal and Sheinin,
2007; Luo and Bhattacharya, 2006; Berens, Riel, and Bruggen, 2005; De Pelsmacker, Driesen
and Rayp, 2005; Mohr and Webb, 2005; Gurhan-Canli and Batra 2004; Lichtenstein, Minnette
and Bridgette, 2004; Mohr et al., 2001; Sen and Bhattacharya, 2001; Folkes and Kamins, 1999).
Followings provide a discussion of different dimensions of consumer behavior and the
development of different hypothesis of this research that relate to corporate social
responsibility.

2.3 Repurchase Intention

In order to survive and grow, organizations need their customers to have positive experiences
and be satisfied customers, remain loyal, advocate on behalf of the service provider, and retain
them to continue to repurchase (Walsh et al., 2006). Sprowls and Asimow (1962) developed a
customer behavior model and reported that customer satisfaction results in repeat purchases.
With high levels of satisfaction, customers can be retained (Kotler, 1994) and acquired (Kaplan
and Norton, 1996), which in turn leads to increases in a company’s income and profitability as
well as market share (Ittner and Larcker, 1998; Ittner and Larcker, 1997; Ittner, Larcker and
Rajan, 1997; Banker, Lee, Potter and Srinivasan, 1996; Anderson, Fornell and Lehmann, 1994).
Repeat customers are a valuable asset and less costly than acquiring new ones. Most successful
businesses have found that the most effective way to retain customers is to provide a service
that is above customers’ expectations (Nikbin, Armesh, Heydari and Jalalkamali, 2011).

Viewing cost or price from a customer’s perspective can be conceptualized as a price
continuum based on needs and decisions taken. Starting at the search phase, customers require
information on price and quality, therefore making price transparency important. During
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comparison and evaluation, price level, price-quality ratio, and price fairness will become
important considerations in a customer’s purchasing process. After purchase, customers
compare price paid with what they expected the price to be, particularly if the price is known
only after a service is provided and already paid for, which occurs frequently with services such
as accounting and banking. During and after use, price reliability in terms of whether promises
made or implied are kept and whether price changes during a contract are clearly and promptly
communicated, is important; hidden costs and price fairness are important aspects that lead to a
customer’s intention to repurchase. This final stage is dependent on price-quality ratio and
price fairness. This key role played by price as a repurchasing determinant is well researched
(Sternquist, Byun and Jin, 2004; Voss, Parasuraman and Grewal, 1998; Fornell, Johnson,
Anderson, Cha and Everitt-Bryant, 1996).

Keaveney’s (1995) study on switching behavior in services revealed that more than half of the
customers’ switching is because of the perception of poor pricing relative to competitors.
Similar findings were obtained in a study of the banking industry; particularly, price perception
directly influences the likelihood of switching, customer satisfaction and the intention to
recommend to other potential customers (Varki and Colgate, 2001). Given that pricing plays a
pivotal role in consumer behavior, it is startling that so few studies have focused on the
antecedents and consequences of price satisfaction, particularly corporate social responsibility
and transparency (Herrmann, Xia, Monroe and Huber, 2007). Switching intention could be
considered the opposite to repurchasing intention. Switching intensions of customers have
been well researched, but there is a dearth of literature looking at it from the perspective of
repurchase intention (Lam, Shankar, Erramilli and Murthy, 2004).

Thus customer repurchase intention is defined as customers intending to buy from the same
supplier or service provider, so long as their recent purchase experience has been satisfactory,
to ensure effective use of time and money (Johnson, Barksdale and Boles, 2001; Johnson,
Nader and Fornell, 1996). This is especially so for banking customers as the costs and risks
involved in switching to a new service provider may create a huge amount of inertia (switching
cost) deterring them from switching (Disk, 2008; Lewis and Soureli, 2006). As far as banks are
concerned, the efforts and costs to retain an existing customer are much lower than that
required to acquire a new one. This explains why increasing customer repurchase intention has
always been a top priority for practitioners (Maxham 111, 2001). Prior studies revealed that
corporate social responsibility activities of a firm can influence customer repurchase intention
(Lee and Shin, 2010; Wigley, 2008) but studies in this area are few and there are no published
studies set in the northern Asia context, including Hong Kong.

Hypothesis 1: Corporate social responsibility positively affects the repurchase intention of
retail banking customers in Hong Kong.

2.4 Word-of-Mouth Intention

Improving customer satisfaction not only retains the current customers but also acquires new
customers through recommendation by satisfied customers (Kaplan and Norton, 1996). One
way satisfied customers make recommendations is by word-of-mouth. Word-of-mouth is a way
customers display their satisfaction with products and services through informal networks and
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personal communications for making a purchase decision rather than relying solely on formal
channels such as advertising (Bansal and Voyer, 2000). The source of the information has
nothing to gain from the receiver of the information, thus a receiver is more accepting of the
recommendation from word-of-mouth as the information is usually unbiased (Shiffman and
Kanuk, 2007). Receivers of communication by word-of-mouth view information from sources
with less skepticism than organization-initiated promotional materials and promotions (Herr,
Kardes and Kim, 1991). However, most research on word-of-mouth has been related with
product but few of them published on the impact of word-of-mouth for banking services which
is more critical because services are intangible (Bansal and Voyer, 2000; Murray, 1997; Brown
and Reingen, 1987).

Businesses are attempting to build images that customers recognize and trust. This image
draws customers and once these customers sample good service, they are likely to be retained.
What firms want is satisfied customers refer other customers. However, image has been
described as an attitude (Hirschman, Greenberg and Robertson, 1978), as a subjective
knowledge (Boulding, 1956), and as a combination of product characteristics that could be
different from the physical product (Erickson, Johansson and Chao, 1984). There appears to be
no doubt that company image is one of the core values that lead to business success (Granbois,
1981). Corporate image advertising abounds as a testament to its importance.

A study by Naser, Jamal, and Al-Khatib’s (1999) revealed that the image of a bank is one of the
most important bank criteria used by customers to select their preferred bank. It has also been
shown that brand image is one of the important constructs that explains customers satisfaction
(Che-Ha and Hashim, 2007). Company image results from customers’ experiences, which then
determine customers’ perceptions of overall service quality (Aydin and Ozer, 2005). In the
same vein, Lu, Zhang, and Wang (2009) suggested that corporate image is a moderator of the
relationship between qualities of physical environment, interaction, outcome and service. They
argued that customers might tolerate and forgive negative service quality if a firm has a good
image. Given the bad press that banks have received, one could argue that their image is
somewhat tainted.

Satisfied bank customers could mean that a bank is meeting its customers’ expectations
(Bloemer, Ruyter, and Peeters, 1998). However, it is how customers feel after they receive
services and the attitudes they form that will determine their intention to repurchase and
recommend (Jamal and Naser, 2002). Prior research on the satisfaction of bank customers has
shown that satisfaction improves customer retention, increases profit, but more importantly
increases loyalty to the bank that provided satisfied customers. Westbrook (1987, p.281)
defined word-of-mouth as “information communication directed at other consumers about
ownership, usage, or characteristics of particular goods and services and/or their sellers.” For
this study, word-of-mouth is defined as “oral, person-to-person communication between a
perceived non-commercial communicator and a receiver concerning a brand, a product, or a
service offered for sale” (Arndt, 1967, p.190). Since the importance of corporate image by
providing higher level of corporate social responsibility (Demirgii¢c-Kunt, Detragiache, and
Tressel, 2006), this research tried to measure the intention of bank customers to recommend
their banks to other potential customers by corporate social responsibility.
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Hypothesis 2: Corporate social responsibility positively affects word-of-mouth intention of
retail banking customers in Hong Kong.

2.5 Service Charge Transparency

Price or cost has a significant role to play in the purchasing decision of a customer in the
service sector, particularly in the finance and banking industry (Hanif et al., 2010). Price or cost
fairness is measured as consumers’ perception of whether a price for a product or service is
reasonable and justifiable (Kukar-Kinney, Xia and Monroe, 2007: Xia, Monroe and Cox, 2004).
Prior research revealed that a customer’s perception of an acceptable price positively
influences his or her satisfaction level and loyalty or repurchase (Martin-Consuegra, Molina
and Esteban, 2007). A study by Herrmann et al. (2007) found that customer satisfaction is
directly influenced by price perceptions. The way a price or cost is determined and offered
(transparency) have a significant impact on customer satisfaction. However, service costs are
rarely truly transparent even though they are included in the fine print of contracts and
agreements (Matzler et al., 2006).

If perceived quality is more than perceived cost, then customer value is high; but if cost is more
than quality, then customer value is low (cost or price-quality ratio concept) (Matzler et al.,
2006). Consequently, perceived value (cost or price-quality ratio) is considered very important.
Takala, Bhufhai and Phusavat (2006) explained another important factor regarding importance
of customer satisfaction: that perceived value both directly and indirectly influences customer
satisfaction. In some industries, quality may have a significant positive relationship on
customer satisfaction, which may not be the case in other industries (Al-Hawari and Ward,
2006). Banks have come under a lot of scrutiny over costs charged to customers for servicing
their accounts and loans (Akerman, 2011), which can be described as service charges.
Transparency of fees are important for customers but most times customers using credit cards
and other bank services are charged hidden fees of which they were not aware (Kain, 2011).

Following reforms in the USA and UK, the Hong Kong Association of Banks (HKAB), in
collaboration with the Hong Kong Monetary Authority (HKMA), introduced reforms for credit
cards in January 2011 with a second tranche of reforms announced in June 2011. These
changes to how Hong Kong banks treated their credit card customers were in response to the
economic downturn and difficulties their customers faced meeting repayment obligations. Part
of the reforms were to charge for paying back their debts via other means other than over the
counter, such as online or by phone. In addition, customers should not be charged for not using
their cards or cancelling their cards (China Daily, 2011). The second round of reforms
contained 11 changes to practices, including repayments, increases in credit limits, disclosure,
and billing practices. The HKAB aims to promote fair and responsible business practices for
credit card issuers. Customers may benefit from measures minimizing interest and increased
transparency helps the public to compare products/services among banks and to make right
choice (HKMA, 2011a).

A study of compliance with Basel Committee on Banking Supervision — issued the Core
Principles for Effective Bank Supervision (BCPs) and bank soundness found that countries
where banks are required to accurately and regularly report their financial data to regulators
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and market participants are more highly rated using the Moody’s financial strength rating scale
(Demirguc-Kunt, Detragiache, and Tressel, 2006). Hong Kong was part of the sample of this
study. One of the measures used was the Kaufman, Kraay, and Mastruzzi (2003) perception of
institutional quality index. Along with other indexes, an average bank rating index was
constructed that ranked Hong Kong (0.45) just above the average (0.39) of 39 countries, with
Ukraine (0.20) ranked the lowest and Sweden the highest (0.73). The UK (0.63) ranked higher
than Hong Kong. Given that there are strong regulations governing bank behavior in relation to
their practices, how it is that customers and their political representatives are calling for banks
to be more transparent about fees and charges. There are two parts to the issue. First, is the
“reasonableness” of a service charge. What is a reasonable charge is not an easy thing to
measure. The Reserve Bank of India left it to the industry to determine *“reasonableness” by
setting only a two part criteria to identify basic banking services to which “reasonableness”
should apply: nature of transactions and value of transactions. The former criteria included
services ordinarily used by individuals and related to deposit and loan accounts, remittance and
collection services. The latter related to low value transactions with customers and public up to
a ceiling of approximately USD500 (Kain, 2011; Ganguly and Das, 2009).

\ MacrOthink Business and Economic Research

Much of the extant literature is silent on the issue of service charge transparency in banking
(RICS, 2011; 2008). Given that there is a positive relationship between company transparency
and market valuation and that voluntary transparency improves this relationship (Cheng, 2010),
as well as there has being no clear definition for the banking industry, the issue is worth further
study. For this research, service charge transparency is defined as a customer’s perception of
how non-ambiguous and clear banking charges are. Customers are gaining power over service
providers through “access to information, access to more alternatives, more simplified
transactions, increasing communication between customers, and a general distrust and
resentment among customers” (Urban, 2003 in Matzler et al., 2006, p.219). There is increasing
customer demand for open, honest and complete information on services and their costs. Thus,
price transparency exists when the retail banking customer can easily get current,
non-ambiguous and clearly articulated bank charges effortlessly (Diller, 1997). Together with
the review of literature about corporate social responsibility and customer behavior above,
three hypotheses were developed as follows.

Hypothesis 3: Corporate social responsibility positively affects service charge transparency
perceived by retail banking customers in Hong Kong.

Hypothesis 4: Service charge transparency positively affects repurchase intention of retail
banking customers in Hong Kong.

Hypothesis 5: Service charge transparency positively affects word-of-mouth intention of retail
banking customers in Hong Kong.

2.6 Mediating Variables

Prior studies found that corporate social responsibility has both a direct and indirect impact on
customer behavior (Chomvilailuk and Butcher, 2010). In this research, the specific aspects of
customer behavior being investigated are repurchase intention and word-of-mouth intention.
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So this research also studied the impact of service chare transparency as a mediating variable
on the relationship between corporate social responsibility and repurchase intention and
word-of-mouth respectively. It was therefore hypothesized that:

Hypothesis 6: Service charge transparency perceived by retail banking customers in Hong
Kong positively mediates the relationship between corporate social responsibility and
customer repurchase intention.

Hypothesis 7: Service charge transparency perceived by retail banking customers in Hong
Kong positively mediates the relationship between corporate social responsibility and
word-of-mouth intention.

2.7 Research Model

This research has three constructs. The corporate social responsibility component was adapted
from two sources, they are Chomvilailuk and Butcher (2010), and Lacey, Close and Finney
(2010). The service charge transparency component was adapted from Matzler et al. (2006).
The customer behavior has two dimensions: customer repurchase intention and word-of-mouth.
The repurchase intention component was adapted from Maxham Il (2001) and Zeithaml,
Berry and Parasuraman (1996) whilst the word-of-mouth component was adapted from three
sources, comprising Maxham 11l (2001), Srinivasan, Anderson and Ponnavolu (2002) and
Zeithaml, Berry and Parasuraman (1996). Service charge transparency was applied as a
significant mediator. The conceptual framework of this research is shown as Figure 1 below.

Customer Behavior

Dependent Variable

Repurchase Intention

H6
Independent Variable Mediator
H3
Responsibility Transparency

Dependent Variable

Word-of-mouth

Corporate Social Service Charge i

Figure 1. Research Model
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3. Methodology

A quantitative research methodology, based on positivist approach, was adopted since the
research was grounded in the natural setting of the retail banking industry in Hong Kong.

3.1 Sample

The sample frame was retail banking customers in Hong Kong. Convenience sampling
technique was used to access potential - Hong Kong citizens aged 18 or above with a personal
banking account at the time of the survey. Potential participants were randomly drawn from
public domain such as membership lists of professional associations, and the databases of the
Hong Kong Trade Development Council (www.hktdc.com).

A total of 3,000 potential participants were drawn from a sample frame derived from public
domain in Hong Kong. Previous studies have found that, in so far as quantitative research is
concerned, a sample size of 10 times more than the number of question items for the most
complex variable should give a good quality of study (Larson, Bjorvell, Billing and Wredling,
2004). However, considering that the sample size of similar online questionnaire research has
been larger, ranging from 160 to 219 (Chomvilailuk and Butcher, 2010; Matzler et al., 2006),
the sample size of this study was set at about 200, in line with other online studies.

3.2 Data Collection and Questionnaire Design

Data collection for this research was carried by using a self-administered online questionnaire
survey (Bryman, 2008; Cavana, Delahaye and Sekaran, 2001) because it is cheaper than
paper-based questionnaire surveys (Bryman, 2008). A program was set to ensure that only
completed and valid responses will be stored in the data file. This ensures that all data collected
from an online questionnaire are valid data and hence save the researcher from spending
resources and effort on verifying and handling non-complete questionnaires. This can also
reduce the introduction of data error by eliminating the manual data key-in process (Bryman,
2008). The questionnaire composed of five parts. The first four parts collected data referring to
the three constructs: corporate social responsibility, service charge transparency and the
customer behavior which comprised two subordinate constructs, namely customer repurchase
intention and word-of-mouth. Each of the constructs and subordinate constructs were
measured by multi-item measurement scales. The fifth part collected demographic data from
the respondents. The measurement items of the three constructs are shown in Appendix A.

3.3 Data Analysis

All questionnaire items of this research were adapted from published articles in peer reviewed
journals, content validity and construct validity in which have been validated. However, some
minor changes were made to suit the particular context of this research and therefore
exploratory factor analysis (EFA) was performed to rule out any possible threat and to further
enhance the quality of research (Cavana et al., 2001).

Data analysis began with descriptive statistics to identify the distribution pattern of data. To
evaluate the internal consistency and reliability of these multi-item measuring scales, factor
analysis was conducted as a data reduction procedure to identify the underlying variables of the
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questionnaire items. Bartlett’s test of sphericity and the Kaiser-Meyer-Olkin (KMO) were
performed to see whether the data were suitable for factor analysis (Coakes, Steed and Price,
2008; Hair, Black, Babin, Anderson and Tatham, 2005). Cronbach’s alpha coefficiencies were
used to check the internal reliability of the measuring scales used by each variable. A
Cronbach’s alpha coefficient of 0.7 or above are regarded as acceptable (Coakes et al., 2008;
Hair et al., 2005). Linear regression analysis was conducted to test the hypothesized direct
impacts of corporate social responsibility on the other three variables: service charge
transparency, customer repurchase intention and word-of-mouth. Linear regression was also
conducted to test the direct impacts of service charge transparency on customer repurchase
intention and word-of-mouth. Multiple regression analysis, using the mediating test procedures
proposed by Baron and Kenny (1986), was conducted to test the mediating effects of service
charge transparency on the influences of corporate social responsibility on customer
repurchase intention and word-of-mouth respectively.

4. Findings
4.1 Characteristics of the Sample

Table 1. summarizes the key demographic variables of the research.

Demographic Variables Measures Frequency  Percentage
Gender Female 140 49.1%
Male 145 50.9%
Marital Status Single 178 62.5%
Married 99 34.7%
Others 8 2.8%
Age <25 108 37.9%
25-34 68 23.8%
35-44 65 22.8%
45 - 54 29 10.2%
>54 15 5.3%
Education Level Primary 12 4.2%
Secondary 72 25.3%
College 55 19.3%
Undergraduate 124 43.5%
Postgraduate 22 7.7%
Family Income Level < $20,000 138 48.4%
$20,000 — $39,999 100 35.1%
$40,000 — $59,999 32 11.2%
$60,000 — $79,999 8 2.8%
> $80,000 7 2.5%

4.2 Exploratory Factor Analysis for Reliability Testing

As certain wording of the questionnaire items, adapted from prior research published in peer
reviewed journals had been fine-tuned to meet the needs of this particular study, factor analysis
was conducted to see whether the two dimensions of consumer behaviour were loaded into two
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separate variables of repurchase intention (RP) and word-of-mouth (WoM) as expected
(Cavana et al., 2001). Further, confirmatory factor analysis was conducted to confirm the
validity of the modified questionnaire items of the two remaining variables, i.e. corporate
social responsibility (CSR) and service charge transparency (SCT) (Cavana et al., 2001).

H Business and Economic Research
A\ MacrOthlnk ISSN 2162-4860

Principle component analysis with “Varimax” rotation was conducted using SPSS version 14
on the consumer behaviour related questionnaire items to extract components with eigenvalues
greater than 1 since principle component analysis is the most widely used statistical method for
factor analysis and data reduction (Hair et al., 2005). Bartlett’s test of sphericity and
Kaiser-Meyer-Olkin (KMO) were used to check whether the data met the basic assumptions
for factor analysis (Coakes et al., 2008; Hair et al., 2005). Table 2 shows that Bartlett’s test
yields an approximate Chi-square value of 3894.443, with 300 degrees of freedom and is
significant (p = 0.000). The KMO measure of sampling adequacy is 0.898, higher than the
minimum acceptable level of 0.6 (Coakes et al., 2008), indicating that the questionnaire items
are suitable for exploratory factor analysis.

Table 2. KMO and Bartlett’s Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 898
Bartlett's Test of Sphericity | Approx. Chi-Square | 3894.443
Df 300
Sig. .000

Table 3 shows the factor loading result of exploratory factor analysis: four components were
extracted from the exploratory factor analysis as expected. The first component extracted
comprises nine questionnaire items of CSR1 to CSR9 with a factor loading between 0.614 and
0.768. The second component extracted comprised five questionnaire items from SCT1 to
SCT5 with a factor loading between 0.645 and 0.813. The third component extracted
comprised five questionnaire items from RP1 to RP5 with a factor loading between 0.484 and
0.829. The last component extracted comprised six questionnaire items from WoM1 to WoM®6
with a factor loading between 0.468 and 0.889. As shown in Table 3, each of the questionnaire
items was loaded into one and only one component with factor loading more than 0.4 (Hair et
al., 2005).

Table 3. Exploratory Factor Loading

Component Factor Loading
Corporate Social Responsibility (CSR)

CSR1 0.614

CSR2 0.631

CSR3 0.616

CSR4 0.661

CSR5 0.727

CSR6 0.768

CSR7 0.748

CSRS8 0.717 CSR9

0.714

Service Charge Transparency (SCT)

68 www.macrothink.org/ber




H Business and Economic Research
A\ MacrOthlnk ISSN 2162-4860

Institute™ 2013, Vol. 3, No. 1
SCT1 0.717
SCT2 0.813
SCT3 0.793
SCT4 0.695
SCT5 0.645

Repurchase Intention (RI)
RP1 0.823
RP2 0.799
RP3 0.829
RP4 0.817
RP5 0.484

Word-of-mouth (WoM)
WoM1 0.468
WoM2 0.782
WoM3 0.828
WoM4 0.887
WoM5 0.868
WoM6 0.614

The independent variable, comprising questionnaire items from CSR1 to CSR9, measured a
respondent’s perception of the corporate social responsibility level of his/her primary bank.
The mediating variable, comprising questionnaire items from SCT1 to SCT5, measured a
respondent’s perception of the service charge transparency level of his/her primary bank. The
dependent variable, consumer behavior comprised two components: customers’ repurchase
intention and word of mouth intention. The customers’ repurchase intention dimension,
comprising questionnaire items from RP1 to RP5, measured a respondent’s intention to reuse
the service of his/her primary bank. The word of mouth dimension, comprising questionnaire
items from WoM1 to WoM6, measured a respondent’s intention to promote or recommend
his/her primary bank to others. .

4.3 Confirmatory Factor Analysis for Reliability Testing

Principle component analysis was performed on each of the construct to extract components
with eigenvalues greater than 1 (Coakes et al., 2008; Hair et al., 2005). Bartlett’s test was
conducted for each of the constructs and the KMO Measure of Sampling Adequacy of each
construct is higher than the minimum acceptable level of 0.6 (Coakes et al., 2008), indicating
that the questionnaire items are suitable for factor analysis.

Table 4 below shows factor loading in confirmatory factor analysis, each of the CSR
questionnaire items was loaded successfully onto one and only one component with factor
loading values between 0.657 and 0.775, for SCT, each of the questionnaire items was loaded
successfully onto one and only one component with factor loading values between 0.689 and
0.850, whilst for each of the questionnaire items of Rl were loaded successfully onto one and
only one component with factor loading values between 0.606 and 0.858, finally each of the
WoM questionnaire items was loaded successfully onto one and only one component with
factor loading values between 0.654 and 0.893.
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Table 4. Confirmatory Factor Loading

Component Factor Loading

Corporate Social Responsibility (CSR)
CSR1 0.657
CSR2 0.702
CSR3 0.715
CSR4 0.693
CSR5 0.728
CSR6 0.751
CSR7 0.775
CSR8 0.701
CSR9 0.735

Service Charge Transparency (SCT)
SCT1 0.775
SCT2 0.822
SCT3 0.850
SCT4 0.714
SCT5 0.689

Repurchase Intention (RI)
RP1 0.858
RP2 0.811
RP3 0.842
RP4 0.833
RP5 0.606
Word-of-mouth (WoM)

WoM1 0.654
WoM2 0.861
WoM3 0.893
WoM4 0.891
WoM5 0.881
WoM6 0.705

4.4 Cronbach’s Alpha for Reliability Testing

Cronbach’s alpha tests were conducted to measure the level of consistency among the items in
each component (variable) extracted by factor analysis (Coakes et al., 2008; Hair et al., 2005).
Table 5 below shows that the four variables have a Cronbach’s alpha value ranging from 0.828
to 0.901, indicating that the data is having an acceptable internal consistency and the measuring
scales are reliable for further analysis (Hair et al., 2005; Shin, Collier and Wilson, 2000).

Table 5. Cronbach’s Alpha Values of Constructs

Variable Cronbach’s Alpha
Corporate Social Responsibility (CSR) 0.882
Service Charge Transparency (SCT) 0.828
Repurchase Intention (RI) 0.842
Word-of-Mouth Intention (WoM) 0.901
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4.5 Hypotheses Testing

The seven hypotheses of this research, five relating to direct relationships and two relating to
mediating effects, were tested using linear regression analysis.

4.5.1 Direct Influence of Corporate Social Responsibility

Hypothesis 1: Corporate social responsibility positively affects customer repurchase intention
of retail banking customers in Hong Kong.

Table 6 shows the multiple regression test results with a standardized Beta value of 0.315 (F =
8.110; p < 0.001) which confirm that corporate social responsibility of a retail bank in Hong
Kong positively affects the customer repurchase intention of its customers, hence giving
support to hypothesis 1.

Table 6. Coefficient of Hypothesis 1

Independent Variable Standardized Beta F Sig.
Corporate Social Responsibility 0.315 8.110 | 0.000

Dependent Variable: Repurchase Intention

Hypothesis 2: Corporate social responsibility positively affects customer word-of-mouth
intention of retail banking customers in Hong Kong.

Table 7 shows the regression test results. The test results, with a standardized Beta value of
0.451 (F = 12.633; p < 0.001), confirm that corporate social responsibility of a retail bank in
Hong Kong positively affects the word-of-mouth of its customers, hence giving support to
hypothesis 2.

Table 7. Coefficient of Hypothesis 2

Independent Variable Standardized Beta F Sig.
Corporate Social Responsibility 0.451 12.633 | 0.000

Dependent Variable: Word-of-mouth

Hypothesis 3: Corporate social responsibility positively affects service charge transparency
perceived by retail banking customers in Hong Kong.

The regression test results shown in Table 8, with a standardized Beta value of 0.337 (F = 6.848;
p <0.001), confirm that corporate social responsibility of a retail bank in Hong Kong positively
affects the service charge transparency perceived by its customers, hence giving support to
Hypothesis 3.

Table 8. Coefficient of Hypothesis 3

Independent Variable Standardized Beta F Sig.
Corporate Social Responsibility 0.337 6.848 | 0.000

Dependent Variable: Service Charge Transparency

4.5.2 Direct Influences of Service Charge Transparency
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Hypothesis 4: Service charge transparency positively affects customer repurchase intention of
retail banking customers in Hong Kong.

The regression test results in Table 9, with a standardized Beta value of 0.324 (F = 8.755; p <
0.001), confirm that service charge transparency of a retail bank in Hong Kong positively
affects the customer repurchase intention of its customers, hence giving support to hypothesis
4.

Table 9. Coefficient of Hypothesis 4

Independent Variable Standardized Beta | F Sig.
Service Charge Transparency 0.324 8.755 | 0.000

Dependent Variable: Repurchase Intention

Hypothesis 5: Service charge transparency positively affects customer word-of-mouth
intention of retail banking customers in Hong Kong.

Table 10 shows results of regression test that, with a standardized Beta value of 0.461 (F =
14.055; p < 0.001), confirm that service charge transparency of a retail bank in Hong Kong
positively affects the word-of-mouth of its customers, hence giving support to hypothesis 5.

Table 10. Coefficient of Hypothesis 5

Independent Variable Standardized Beta F Sig.
Service Charge Transparency 0.461 14.055 | 0.000

Dependent Variable: Word-of-mouth
4.5.3 Mediating Effects of Service Charge Transparency

The three steps approach suggested by Baron and Kenny (1986) and Judd and Kenny (1981)
were followed to assess the mediating role of service charge transparency in the relationship
between corporate social responsibility and the two dimensions of consumer behavior. First
step is to conduct a linear regression analysis with the independent variable predicting the
dependent variable. This step was performed and described in section 4.5.1 when the
hypothesis 1 and hypothesis 2 were tested and supported. Second step is to conduct a linear
regression analysis with the independent variable predicting the mediator. This was performed
and described in section 4.5.1 where hypothesis 3 was tested and supported. The last step is to
conduct a multiple regression analysis with both the independent variable and the mediator
predicting the dependent variable, which is elaborated below.

The difference of coefficients approach proposed by Judd and Kenny (1981) was used to
calculate the mediating effect. The Judd and Kenny’s (1981) approach involves two regression
models: the first regression model is the same as the first step mentioned above which
calculates the direct influence of an independent variable on a dependent variable; the second
regression model is the same as the third step discussed above which calculates the respective
direct influences of an independent variable and a mediator on the a dependent variable.

Hypothesis 6: Service charge transparency perceived by retail banking customers in Hong
Kong mediates the relationship between corporate social responsibility and customer
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repurchase intention.

Table 11. shows the multiple regression test results.

Independent Variable Standardized Beta F Sig.
Corporate Social Responsibility 0.315 8.110 | 0.000
Corporate Social Responsibility 0.231 10.096 | 0.000
Service Charge Transparency 0.250

Dependent Variable: Repurchase Intention

The model summary shown in this table indicates that in the absence of the mediator (service
charge transparency), the standardized beta coefficient for the path between corporate social
responsibility and customer repurchase intention is 0.315 and significant (F = 8.110; p = 0.000).
By adding service charge transparency, the standardized beta coefficient for the path between
corporate social responsibility and customer repurchase intention reduces to 0.231 and
significant (F = 10.096; p = 0.000). The strength of mediating effect is the difference between
0.315 and 0.231; meaning that the mediating effect is 0.084 (Judd and Kenny, 1981). As the
regression coefficient between the independent variable and the dependent variable is not zero
(standardize beta = 0.231), therefore, hypothesis 6 is partially supported.

Hypothesis 7: Service charge transparency perceived by retail banking customers in Hong
Kong mediates the relationship between corporate social responsibility and customer
word-of-mouth intention.

Table 12 shows the multiple regression test results. The model summary shown in this table
indicates that in the absence of the mediator (service charge transparency), the standardized
beta coefficient for the path between corporate social responsibility and word-of-mouth is
0.451 and significant (F = 12.633; p = 0.000). By adding service charge transparency, the
standardized beta coefficient for the path between corporate social responsibility and
word-of-mouth reduces to 0.331 and significant (F = 18.939; p = 0.000). The strength of
mediating effect is the difference between 0.451 and 0.331; meaning that the mediating effect
is 0.120 (Judd and Kenny, 1981). As the regression coefficient between the independent
variable and the dependent variable is not zero (standardize beta = 0.331), therefore, hypothesis
7 is partially supported.

Table 12. Coefficient of Hypothesis 7

Independent Variable Standardized Beta F Sig.
Corporate Social Responsibility 0.451 12.633 | 0.000
Corporate Social Responsibility 0.331 18.939 | 0.000
Service Charge Transparency 0.354

Dependent Variable: Word-of-mouth
5. Discussion

The purpose of this research was to investigate the casual relationships between perceptions of
corporate behaviour, in the form of corporate social responsibility and service charge
transparency, and customer behaviour, measured as customer repurchase intention and
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intention to recommend by word-of-mouth. Using Hong Kong’s retail banking industry as the
setting, the research gauged retail banking customers’ perceptions with respect to different
banks’ corporate social responsibility and service charge transparency.

Findings from hypothesis 1 suggest that corporate social responsibility in the retail banking
industry provides positive catalysts for customer repurchase intention in Hong Kong. However,
the respondents perceived a neutral level of customer repurchase intention (mean = 3.77) to
their primary banks. The reason behind this perception of retail banks in Hong Kong having a
low level of corporate social responsibility may possibly be due to the fact that there is no legal
responsibility for the banking industry to report corporate social responsibility. This means that
banks convey little or no corporate social responsibility information to the public, resulting in a
generally low awareness of it.

Findings from the analyzed data provide support for hypothesis 2. It is possible that a bank’s
corporate social performance in the retail banking industry is a positive catalyst for customer
word-of-mouth intention and customer repurchase intention in Hong Kong. Banking customers
may be influenced by word-of-mouth recommendation from friends and perceive a positive
message, such as good brand name, technical support and product knowledge, without
studying the detailed banking services before selecting a banking service. However, the
respondents also perceived a low level of word-of-mouth (mean = 3.24) intention toward their
bank. The reason for such perception might possibly be consistent with the idea that
word-of-mouth is not just interpersonal communication for sharing opinions for buying a
product or service. It also might be due to their unsatisfactory experience with the banks
(Collier, 1995).

Findings from hypothesis 3 indicates that it is possible that a bank with high corporate social
responsibility might improve transparency of service charges voluntarily in order to provide
more thorough information as a way of presenting an open and honest image compared to their
competitors. It also provides customers with a more convenient way to compare service
charges among banks. Corporate social responsibility positively affects banking customers’
perception of service charge transparency, however, the respondents perceived that the retail
banks in Hong Kong have a low level of service charge transparency (mean = 3.22). The
reasons may possibly be that greater service charge transparency may encourage customers to
feel comfortable and to save time and cost when searching for suitable banks and making
comparisons between alternative offers. However, increased transparency by banks may create
frustration and problems that may cause their products to become commaoditized (Axelsson and
Hultman, 2006).

The analyzed data provides support for hypothesis 4, although respondents perceived that the
retail banks in Hong Kong have a low level of service charge transparency. In the service
industry, of which retail banking is a part, price fairness may affect corporate image; if prices
are seen as unfair, an adverse image is perceived by customers that may lead to switching banks
and negative word-of-mouth. One reason that the respondents perceived service charge
transparency as positively affecting repurchase intention may be that, if service charges are
transparent, customers would be able to make price comparisons more easily to find the best
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deal. Customers may feel uncomfortable if some information is missing and they will suspect
that there are hidden additional costs that will only be revealed once they have committed.
Secondly, high price-sensitive customers may have greater price information needs and a
higher price fairness perception. Once they are satisfied with the information provided, they
may show higher attitudinal loyalty through a better satisfaction perception. In Hong Kong’s
retail banking industry, some customer service managers have built up very strong linked
relationships with premium customers. The managers may provide tailor-made consulting
services to fit individual needs. By providing customers more and better information, the
executives can build up good long-term relationship with customers. Thirdly, customers may
perceive banks disclosing more information, such as service cost and service charge
transparency, as being more stable and therefore at less risk of failing. They may repurchase
banking services from their existing bank even after they have completed a comparison process.
They may be willing to trade-off higher service charges for what they perceive to be a more
stable bank.

In hypothesis 5, one reason that the respondents perceived service charge transparency as
positively affecting customers’ word-of-mouth intention may be that if service charges are
known and easily comparable, customers may share banking charge, interest rates, and quality
of banking service with their relatives and friends in the comparison process. In addition,
investors and the media may desire more transparency in the banking industry, especially listed
companies, after the recent Lehman Brothers minibond saga. The media may help promote
banks that have more transparent corporate governance and who share information with the
public and banking customers. Positive word-of-mouth may then be created to build up a better
individual bank image.

Findings from the analyzed data provide partial support for hypothesis 6. One reason may be
because customers perceive corporate social responsibility initiatives of banks as voluntary and
mainly to benefit their sustainability and corporate image. There is no mandate for banks to be
service-charge transparent by enacting corporate social responsibility. In the banking industry,
corporate social responsibility reporting is not necessary in order to comply with the rules and
regulations of the legal ordinances for banks. From the data analysis, banking customers
perceive both a low level of corporate social responsibility and service charge transparency,
and a neutral level of repurchase intention in their primary retail bank. This may be because
when customers are selecting banking services, corporate social responsibility and service
charge transparency is a ‘nice to have condition’ but not a “‘compulsory condition’. Customers
may evaluate repurchase intention based on their past experience of satisfaction with regard to
price fairness, price and service, and their personal relationship with the banking staff.
Secondly, customers may consider corporate social responsibility as a positive contribution to
the society and a planning for long-term growth. Customers may, however, consider the
benefits to themselves more than to the society at large. They may perceive corporate social
responsibility and service charge transparency as part of a code of good practices for banks and
as one of the criteria for selecting bank services. Thirdly, customers may remain unchanged
and stay with their existing bank. Banks are concerned that their customers may switch to their
competitors but customers too may also have concerns if they switch to a new bank. They may
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not want to spend the time to learn and adapt to new bank procedures and staff and therefore
may choose to remain with their existing bank.

Findings from the analyzed data provide partial support for hypothesis 7. One reason may be
because customers perceive a bank’s corporate social responsibility as mainly a gesture to
show that they care about the growth of the community and to provide a respectable corporate
image. There are no direct influences on service charge transparency in relation to price
fairness perceived by customers that enhance word-of-mouth. However, more corporate social
responsibility and service charge transparency may help customers believe that banks with
proper corporate governance reduce the chances of unethical behaviors, resulting in a positive
word-of-mouth for such banks. Another reason might be that customers using banking services
from more than one bank may be motivated to memorize the best or worst experiences they
encountered in their different banks.

6. Implications

This research contributes to multiple aspects of retail banking customer research and has
theoretical and practical implications.

Previous studies of bank customers’ selection criteria mainly focused on the direct influences
of different dimensions, with respect to retail services and banking charges by investigating the
interrelated actions and reactions among their constructs. This research is the first to be
grounded in corporate social responsibility, service charge transparency, customer repurchase,
and word-of-mouth literature, and to develop a research model that describes and hypothesizes
the mediating effects of service charge transparency on the relationship between corporate
social responsibility and repurchase intention, and word-of-mouth; the model was tested
empirically using data collected from retail banking customers in Hong Kong. The major
revelation resulting from this approach is the varying degrees of mediating influence of the
service charge transparency that corporate social responsibility performances (bank behavior)
have and the interaction of these dimensions with the hypothesized mediator on repurchase
intention and word-of-mouth.

Unlike previous studies that were conducted in the USA and Europe, this research was
conducted in Hong Kong, which is the financial centre of the Asia Pacific Region. The website
of the Hong Kong Association of Banks shows that only 24 retail banks provide their bank
tariff information via a hyper-link to their corporate website. The Bank Tariff Guide for HSBC
Retail Banking and Wealth Management Customers, published in November 2011, states that
the intention of the guide is to give customers a clear picture of the fees and charges for the
most commonly used services. These charges are applicable only to accounts maintained in the
Hong Kong SAR with HSBC reserving the right to introduce charges not included in the guide.
It also stated that a 100% additional charge will be levied on non-HSBC customers on all
banking services unless otherwise specified in the guide. Furthermore, the banking fees guides
from the Standard Chartered Bank, the Citibank and the Bank of China (Hong Kong) Limited
have been checked and, even though they are members of the Hong Kong Association of Banks,
no common terminology, presentation format or bank charge formula is made available to
customers. All of the guides alert customers to charges that are not mentioned and advise them
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to refer to relevant promotional material available at bank outlets. This reflects the importance
for customers to be proactive in relation to fees, as it is not the responsibility or obligation of
banks to disclose changes to bank charges. It also means that it is difficult for individual
customers to compare charges among different banks.

This research also confirms that both corporate social responsibility and service charge
transparency contribute to bank customers’ behavior. The contribution of corporate social
responsibility to bank customers’ behavior has been widely discussed in the literature, but no
specific attention has been given to how corporate social responsibility is applied in a real
business context. There is no empirical evidence to show that implementation of corporate
social responsibility in retail banks improves their business performance. Analysis of the data
collected for this research reveals that implementation of corporate social responsibility in
retail banks, in the context of the Hong Kong market, is pursued by leveraging positive
approaches that affect customers’ perception of service charge transparency that in turn
positively affects customer repurchase intention and word-of-mouth.

This finding has a practical significance for decision-makers of local retail banking
corporations, because for the last two decades the retail banking market has been dominated by
global players such as Citibank, DBS and key stated-owned banking corporations from
Mainland China. There are four major battlefields: credit cards, premium banking service, tax
loans, and mortgage loans. It is clear from the findings of this research that customers of retail
banks in Hong Kong have a low level of corporate social responsibility. The amount of
information provided to customers is very critical to the score and so providing as much
information as possible would result in a higher score. Customers also perceive it as good
corporate governance practice if the management style is transparent to the public. Customers
perceive transparency of information and service charge transparency as one of the same and
the level of trust is increased because customers perceive the bank to be honest. Enhancing
transparency of banking practices may improve performance, but when banks have suffered
from hard times, providing more information might have a destablizing effect (Nier, 2005).

The findings of this research confirm the direct positive effects of corporate social
responsibility and service charge transparency in enhancing customer repurchase intention and
word-of-mouth. Previous research revealed that price or cost has a significant role in the
purchasing decision of customers, especially in the banking industry. Customer satisfaction is
directly influenced by price perception. Once customers are satisfied, they repurchase and
recommend the bank by word-of-mouth to friends and relatives. The hypothesis is partly true
that in a Chinese-oriented culture such as Hong Kong, people are very sensitive to the
disclosure of bank-related information, which may ultimately reveal their wealth to others.
Also, it is rare for people to discuss the issue of interest information, because by building up a
good relationship with bank executives, customers may have better-than-market (listed)
benefits such as premium interest rates, increased loan limits or reduced service charges, all of
which cannot be communicated by word-of-mouth.

A major task of this research was to ascertain the mediating role of service charge transparency
on the relationship between corporate social responsibility and both repurchase intention and
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word-of-mouth. For decision-makers in Hong Kong banks pursuing corporate social
responsibility initiatives and promoting service charge transparency, the efforts and resources
put into it may not be adequately compensated for by repurchase intention and word-of-mouth.
The low level mediating effect of service charge transparency in the relationship between
corporate social responsibility, and repurchase intention and word-of-mouth indicates that
‘price transparency’ may not be a major issue. Other than that, customers may be concerned
more with price fairness and the exact amount of service charges they are required to pay. It
would appear that retail banking customers in Hong Kong prefer to shop around and negotiate
with different banks for the best terms.

7. Limitations and Future Research

The adoption of a positivism paradigm and the use of quantitative research methodology in this
research imposed a limitation that there are possible other variables that affect or mediate the
hypothesized relationship which may yield different results that may shed further light on the
study of corporate social responsibility initiatives and service charge transparency. Further
studies which employ both a quantitative and qualitative approach can be conducted to explore
other possible relationships. This research may also be limited in terms of its generalizability.
As each respondent may use more than one retail bank, the response provided only a ‘general’
reflection of the perception of bank services. The culturally specific and sector-specific sample
may affect the applicability of the findings to other fields, cultures or geographical locations.
Further studies should be conducted to ascertain how generalizable the findings are to other
jurisdictions or sectors. Another limitation of this research is related to the revelation that the
mediator, service charge transparency exerts a partial influence on the relationship between
corporate social responsibility and customer repurchase intention and word-of-mouth. This
finding may possibly be that the correlations involved are more complicated than originally
hypothesized. To address and improve this issue, further study using a mixed approach
research can be done to take advantage of triangulation. This research focused only on the
banking sector in Hong Kong with the collected data reflecting the perceptions and intentions
of randomly selected retail banking customers only. It is limited by its deductive and
confirmatory nature: the study investigated the mediating effects of service charge
transparency on the relationship between corporate social responsibility and the behavior of
retail banking customers in Hong Kong without attempting to reveal the reasons for it. Due to
limited time and cost, a cross-sectional nature of this study provides only a snapshot of the
relationships between corporate social responsibility and service charge transparency and the
behavior of retail banking customers in Hong Kong; it does not reveal changes or trends over
time. Although this research reveals that corporate social responsibility and service charge
transparency are significant variables relating to the behavior of retail banking customers in
terms of their intention to repurchase and recommend by word-of-mouth, further research is
required to explore other variables such as customer satisfaction, trust, loyalty, price fairness,
customer service standard, and price/service ratio.
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Appendix A: Measuring Items

Corporate Social Responsibility

CSR1: My primary bank is committed to using a substantial portion of its profits to support
community groups.

CSR2: My primary bank’s business practices are better than industry codes of conduct.

CSR3: My primary bank’s reputation for socially responsible behaviour is above the industrial
average.

CSR4: My primary bank is very active in supporting environmental activities.

CSR5: My primary bank has shown strong support for preserving Hong Kong’s cultural heritage.

CSR6: My primary bank devotes a lot of time and money to help wide sections of Hong Kong.

CSR7: My primary bank is very active in supporting the disadvantaged.

CSR8: My primary bank provides education scholarships.

CSR9: My primary bank is very active in supporting local athletes.

Service Charge Transparency

SCTL: All charge components of the services offered by my primary bank are clear,
comprehensible and understandable.

SCT2: All charge information of the services offered by my primary bank is complete, correct and
frank.

SCTa3: All charge information of the services offered by my primary bank is understandable and
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comprehensive.
SCT4: I am properly informed about the service charges.
SCTS: I know what | pay and what | get.

Customer Repurchase Intention (Customer Behaviour)

RP1: I intend to use my primary bank for my next banking transaction.

RP2: I will continue using my primary bank for banking services.

RP3: Most likely, | will use my primary bank for my next banking transaction.
RP4: I will consider my primary bank my first choice if | need banking services.
RP5: I will do more business with my primary bank in the next few years.

Word-of-mouth (Customer Behaviour )

WoM1: I would say positive things about my primary bank.

WoM2: I would recommend my primary bank to anyone who seeks my advice.

WoMa3: I would encourage friends to do business with my primary bank.

WoM4: I would recommend my primary bank to my friends.

WoM5: I would recommend my primary bank to my acquaintances.

WoME6: If my friends were looking for banking service, | would tell them to try my primary
bank.
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