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ABSTRACT

Counterfeiting is a well-recognized and growing problem around the world. Although there
are laws regulating the supply of counterfeits, the problem still exists because of the demand
for counterfeits. One third of the total demand is non-deceptive and the majority of non-
deceptive counterfeit consumption is by tourists. Previous studies have found that consumer
behavior is different when on vacation because of the hedonic nature of tourism and lack of

social constraints; thus tourists are more likely to partake in unethical behaviors.

Tourist decision-making of destination choice has been studied a lot in previous literature.
The topic predominantly assumes that tourists are rational decision makers who make the
best choices after careful consideration. This rational assumption dominates literature of
consumer decision-making and ethical decision-making. However, according to dual-
process theories in psychology, there are two types of thinking: Type 1 fast thinking by
intuition and Type 2 slow thinking by reasoning. Possibly, tourist decision-making is
irrational and fast, especially for unplanned decisions while travelling. Various unethical
tourists behaviors have been condemned by residents of popular tourist destinations.
Purchasing of counterfeit goods is one of them. Therefore, it can be used as a case to
investigate the ethical decision-making process of tourists. Unethical behaviors can be
prevented if there is a better understanding of how tourists think and what affects their
thinking when making ethical decisions. Currently, there is a knowledge gap in
understanding the ethical decision-making process of tourists because their expressed
ethical concerns do not necessarily translate into ethical consumption behaviors (also known

as attitude-behavior gap).

Research on consumer misbehavior in tourism is extremely limited. In addition, there is an
urgent need to explore situations when tourists make decisions (both consumption and
ethical decision) based solely on intuition. Hong Kong is a perfect place to conduct the
research on tourists’ purchase of counterfeit goods because shopping is an important tourist
activity and popular shopping areas for tourists are at the same time common areas for

counterfeit trade, such as Ladies Market and Temple Street Market.

The aim of this research is to explore tourists’ demand for counterfeits and the ethical
decision-making process. The objectives of this research are: 1) To determine the incidence
of counterfeit purchases among different tourist types; 2) To estimate the economic value of



counterfeit purchase among different tourist types; 3) To explore the ethical decision-
making among different tourist types; 4) To assess the degree of neutralization among
different tourist types; 5) To assess the impact counterfeit goods have towards the perception
of Hong Kong as a shopping destination among tourists; 6)To test the efficiency of different

anti-counterfeiting strategies in combating counterfeit consumption.

A conceptual model is developed after critically reviewing literature of counterfeit demand,
consumer decision-making, psychology of decision-making (dual-process theory) and
ethical decision-making. Dual-process model is combined with ethical decision-making
model by considering the hedonic nature of tourism, time pressure, and the possibility of
intuitive decision-making by tourists. Mixed methods are used to collect data from three

cohorts: Hong Kong residents, mainland Chinese tourists and international tourists.

The result shows that 34.8% of Hong Kong residents, 21.0% of international tourists and
15.2% of mainland Chinese tourists buy counterfeits in Hong Kong. The counterfeit demand
in Hong Kong is estimated that Hong Kong residents spend HK$ 781.69 million
(US$ 100.22 million) on non-deceptive counterfeits, mainland Chinese spend HKS$ 5,340.77
million (US$ 684.71 million) and international tourists spend HKS$ 978.83 million
(US$ 125.49 million) per year. It is estimated that the tourist market constitutes 89% of
counterfeit purchases in Hong Kong. Different tourist types use similar neutralization
techniques. The availability of counterfeits tend not to reduce the shopping experience for
those who do not buy counterfeit products. International tourists and mainland Chinese
tourists still agree Hong Kong is a shopping paradise despite the existence of counterfeit
products. The result of hypothesis test of the dual-process thinking shows that characteristics
of Type 1 fast thinking and Type 2 slow thinking are different from previous literature. Both
types of thinkers are teleological when making ethical judgement. Culture, age, education,
religion, and travel companionship are found to have significant effect on ethical judgement.
Price discounts of genuine products is the most effective anti-counterfeiting marketing
strategy for all tourist types. The results of binary logistic regression shows that the
conceptual model is statistically significant. The model correctly predict 77.1% overall,
specifically correctly predict 96.1% non-buyers and 15.8% buyers. Six factors prove to be
significant determinants (p < 0.05) of the likelihood to purchase counterfeits: moral intensity,

motivation, personal relevance, type of thinking, effect of others, and religion.

This research adds new knowledge to consumer decision-making, ethical decision-making,



and tourist misbehavior. It also helps brand companies and Hong Kong Special
Administrative Region (HKSAR) government to have a clearer understanding of tourists’
demand for counterfeits and its impact on destination image, and thus improve anti-

counterfeiting strategies.
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1 Introduction

Counterfeiting is a well-recognized and growing problem around the world (Fink et al.,
2016). Counterfeiting generally refers to unauthorized manufacturing of products that are
protected by intellectual property rights (IPR) including patents, copyrights, and trademarks
(Cordell et al., 1996). According to World Intellectual Property Organization (WIPO), IPR
acknowledges the ownership of inventions, literary and artistic works, and names, logos,
images, and designs in business to encourage creativity (WIPO, 2007). Counterfeit products
are either 100% direct copy or imitations which infringe IPR of the owners of genuine

products.

The estimated loss to global trade due to counterfeiting is estimated to be US$600-700
billion annually, accounting for about 7% of business worldwide (IACC, 2012). According
to a recent report commissioned by Business Action to Stop Counterfeiting and Piracy
(BASCAP, 2011), the total value of global trade in counterfeit is estimated to be as much as
$1.77 trillion in 2015, which may result in the loss of more than 2.5 million jobs and over
$125 billion in the broader economy including government tax revenues, welfare spending,
costs of crime services and foreign direct investment (FDI) (Chaudhry & Zimmerman,

2012).

This study takes a demand-side approach to investigating counterfeiting. The supply of
counterfeits is supported by consumer demand. The problem of counterfeiting has existed
for at least 2,000 years (Chaudhry & Zimmerman, 2009). Since then various anti-
counterfeiting legislation, regulations and business strategies have been established and
initiated, trying to curb counterfeiting from the supply side. However, the problem of
counterfeiting continues to rise. Therefore, it is important to investigate counterfeiting from

the demand side to better understand the issue.

The focus of this study is non-deceptive counterfeiting. Deceptive counterfeiting refers to
situations when consumers do not realize they are buying fake products, while non-
deceptive counterfeiting occurs when consumers are fully aware that the product purchased
is a counterfeit based on specific cues such as price, location and material (Gentry et al.,
2006). According to previous research, one-third of the total demand for counterfeiting is
non-deceptive (Bian & Veloutsou, 2007). Counterfeit of branded fashion products is the
focus of this study. Non-deceptive counterfeits are usually fashion products such as clothing,

1



shoes, handbags, watches, etc., because they cause relatively little harm to consumers
compared to counterfeit pharmaceutical products, airplane and automobile parts or other
types of products (Jiang, 2014). In addition, advanced technology enables the counterfeiters

to copy the genuine branded products with much higher quality than ever before.

Many studies have been conducted to investigate reasons why consumers knowingly
purchase counterfeit products. Low price is identified as one of the most important
determinants for counterfeit consumption (Albers-Miller, 1999; Bloch et al., 1993). Non-
price determinants have also been identified because high income consumers also
knowingly buy counterfeit products (Eisend & Schuchert-Giiler, 2006): personal
determinants such as demographic and psychographic variables (Cheung & Prendergast,
2006; Wang et al., 2005); product characteristics, such as price and product attributes
(Leisen & Nill, 2001); social and cultural context (Hoon Ang et al., 2001); purchase situation
variables (Harvey & Walls, 2003); and ethical and lawful concerns (Tan, 2002).

1.1 Problem statement

The majority of non-deceptive counterfeit consumption is by tourists in countries where
counterfeits are rampant, and the determinants of tourists’ consumption behavior can be
quite different from general consumers: more playfulness, novelty and symbolic purposes
(Gentry et al., 2001). The purchase situation of tourists is different with less time to make
purchase decisions, lower constraints from legislation, social and cultural norms at home.
Thus, the consumer behavior of individuals can be quite different while on vacation (Kozak
& Tasci, 2005; McKercher, 2015; Selanniemi, 2003). Unfortunately, most of the previous
research on counterfeit demand is derived from data of general consumers especially
university students using convenience sampling (e.g. Castaiio & Eugenia Perez, 2014;
Norum & Cuno, 2011; Peng et al., 2012; Wang & Song, 2013). Empirical studies on tourists’

demand for non-deceptive counterfeits are extremely rare (Correia & Kozak, 2016).

Hong Kong is the second major source of global counterfeiting as well as a famous tourism
destination (USCBP, 2014). In 2014, 63% of the total seizures related to IPR infringement
in United States originated from mainland China and 25% from Hong Kong; the
corresponding figures in 2013 were 68% and 25% respectively (USCBP, 2014). Nearly 30%

of the products being counterfeited are wearing apparel / accessories. Other counterfeited



product categories include consumer electronics (24%), handbags / wallets (8%), footwear
(7%), and watches / jewelry (7%) (USCBP, 2014). Hong Kong is also a tourism destination
well known as a “shopping paradise”. From luxurious shopping malls to open air markets,
tourists from all over the world are coming to Hong Kong to seek unique shopping
experiences. According to the 2014 annual report of Hong Kong Tourism Board, overnight
visitors spend an average of 61.7% of their total spending on shopping (HKTB, 2014).
Shopping is one of the most important activities for tourists (Timothy, 2005). Shopping is
the most prominent motivation for mainland Chinese tourists to visit Hong Kong (Huang &
Hsu, 2005). Therefore, the shopping experience is a crucial factor that affects tourists’

overall satisfaction and intention to re-visit Hong Kong (Lloyd et al., 2011).

Common areas for counterfeit trade are, at the same time, popular shopping areas for tourists
in Hong Kong. Ladies Market and Temple Street were ranking five and six respectively
among the Top Ten most visited places in 2014, as shown in Table 1-1 (HKTB, 2014).
Stanley Market is another open-air market popular for tourists. Many vendors in these
markets sell counterfeit branded products such as handbags, clothing and accessories. The
availability of counterfeit products may denigrate the shopping experience; alternatively, it
may heighten the experience for those tourists who want a taste of risk, thrill, or novelty
which they can rarely experience at home. Wu et al. (2014) found that international tourists
enjoy shopping in street markets because the price is cheap, bargaining is fun, and the quality
of fake products can be good. Similarly, Correia and Kozak (2016) point out that tourists
accept the reality that street markets sell fake products and this will not negatively affect the
image of street markets; conversely, some tourists seek street markets to buy counterfeits.
The same study also confirms that the price and utility perception of counterfeits can
positively affect tourists’ satisfaction and willingness to re-visit street markets. However,

how tourists make decisions regarding purchase of counterfeit goods remains largely

unknown.
Table 1-1 Top Ten places visited by tourists in Hong Kong
Rank Places Visited % of tourists
2013 2014 2013 2014
1 1 Avenue of Stars 28 29
2 2 Victoria Peak / Peak Tower 26 25
3 3 Hong Kong Disneyland 21 21
4 4 Ocean Park 19 18
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5 5 Open-air Market — Ladies Market 17 17

6 6 Open-air Market — Temple Street 11 11

7 7 HK Convention & Exhibition Centre 11 11
(including Golden Bauhinia Square)

8 8 Clock Tower at Tsim Sha Tsui 10 10

9 9 Tsim Sha Tsui Waterfront Promenade 10 9

10 10 Lan Kwai Fong / Soho 9 8

Source: HKTB (2014)

1.2 Aim of the research

The aim of this research is to explore tourists’ demand for counterfeits and their ethical
decision making process. The data are collected from international tourists, mainland
Chinese tourists, and Hong Kong residents to investigate the differences of counterfeits
purchase behavior. After an extensive literature review, the objectives of this research are

identified to address research gaps, as follows:

To determine the incidence of counterfeit purchases among different tourist types;
To estimate the economic value of counterfeit purchase among different tourist types;
To explore the ethical decision-making among different tourist types;

To assess the degree of neutralization among different tourist types;

o ~ W nNpoE

To assess the impact counterfeit goods have towards the perception of Hong Kong
as a shopping destination among tourists;
6. To test the efficiency of different anti-counterfeiting strategies in combating

counterfeit consumption.

1.3 Research significance

To the author’s best knowledge, this research makes the first attempt to use mixed methods
in a tourism study that investigates tourist demand for counterfeits based on comprehensive
psychological models. In psychological studies, mixed methods have been used for
counterfeit issues. For example, Herstein et al. (2015) use mixed methods to understand the
attitude of counterfeit buyers, but their sample is MBA students not tourists, and no
conceptual model is developed in their study. However, their study provides reference for
defining counterfeit buyers and designing items of anti-counterfeit marketing strategies in
the current PhD study. In tourism studies, among the limited studies that apply psychology
theories (Pearce & Packer, 2013), most apply one specific psychological model (e.g. Theory
of Planned Behavior) and only use quantitative methods (e.g. Correia & Kozak, 2016; Meng
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& Choi, 2016). For example, Ajzen and Fishbein (2000) apply the Theory of Planned
Behavior to investigate how tourist attitudes affect consumption intentions. The most recent
quantitative research about tourist demand for counterfeits in street markets is done by
Correia and Kozak (2016). That study applies the Theory of Planned Behavior to investigate
how tourists’ attitude of counterfeits affects their intentions to buy counterfeits. However,
Correia and Kozak (2016) only used quantitative survey to collect data and assume that
tourists decisions of counterfeit purchase are logical and volitional. This neglects intuitive
decision-making and the “attitude-behavior gap” (Newholm & Shaw, 2007). The mixed
method approach can not only explore intuitive decision-making, but also contribute to
development of a conceptual model that is more applicable for investigating ethical issues

in tourism context.

The significance of this research is as follows. First, the research will test the determinants
of consumer demand for counterfeits that have already been identified in the context of
tourism: some factors might not be appropriate and new determinants might be identified.
Second, it will contribute to an understanding of how tourists, as a specific type of consumer,
make ethical decisions on counterfeit purchases compared with local residents. Models of
decision-making psychologies will be critically reviewed and synthesized to develop a
conceptual framework for this research. Considering the hedonic nature, time pressure, and
the possibility of intuitive decision-making, a conceptual model will be developed to better
explain tourists’ ethical decision-making. This will contribute to the existing literature of
ethical decision-making, most of which are rational decision making in an organizational
context. The conceptual model is verified with empirical data collected from both qualitative
and quantitative research in order to generalize the theory to tourists from different cultures.
The research will also help understand the differences of ethical decision making across
tourists from different cultures. Last but not least, this research helps brand companies and
Hong Kong Special Administrative Region (HKSAR) government to have a clearer
understanding of tourists’ demand for counterfeit products and its impact on destination
image; anti-counterfeiting strategies can also be improved with the test of current strategies’
impact on different tourist types. However, the limitation of the study might be under-report
or over-report by the respondents because of the sensitive nature of the topic and the fact

that counterfeit products are illegal (Prince et al., 2008).



2 Counterfeits

2.1 The supply of counterfeits

Counterfeiting trade has been a multimillion business and a global problem for at least 2,000
years (Chaudhry & Zimmerman, 2009). The high profits from sales and low investment
required for counterfeit goods are main drivers of counterfeit trade. Manufacturers of
counterfeits do not incur the usual business costs of research & development, advertising
and taxes, and it is easy to produce duplicates at lower costs (Stumpf & Chaudhry, 2010).
The development of the Internet, the growth of globalization and weak IPR enforcement
also provide convenience for counterfeiting trade to expand (Chaudhry & Zimmerman,

2009).

More importantly, the demand for counterfeits sustains the supply of counterfeits. The
benefits to buyers of counterfeit goods seem relatively straightforward also. When
consumers knowingly purchase counterfeit products, they do so at a fraction of the
legitimate product’s price while gaining the product’s visual attributes and product

functionality without paying for the associated quality (Cordell et al., 1996).

The products being counterfeited can be found in a growing number of categories (Spink et
al., 2013). According to the statistics of U.S. Customs and Border Protection (USCBP),
handbags / wallets, watches / jewelry, consumer electronics, clothing and footwear account
for over 80% of counterfeits seized in 2014 (USCBP, 2014). While electronics, clothing and
fashion items have been copied for a long time period, an increasing number of other goods
are being counterfeited including pharmaceuticals, airplane and automobile parts, and even
food products (Carpenter & Lear, 2011). Counterfeit products are mainly sold through
informal distribution channels such as flea markets, clandestine shops, sidewalk vendors
and the Internet (Chaudhry & Zimmerman, 2009; Correia & Kozak, 2016; Radon, 2012;
Wu et al., 2014).

The increased proliferation of counterfeits has serious consequences for various
stakeholders including consumers, business, governments and the wider society. The health
and safety of consumers can be threatened by counterfeit products whose quality is inferior
and fails to reach related national or international standards. The low quality of medicines,

foodstuffs, airplane and automobile parts can have harmful and even fatal consequences to
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consumers. For example, in China, fake milk powder has caused infant deaths (Shetty, 2004)
and many children have suffered from serious illnesses because of the injection of fake
vaccines (Cabral-Isabedra, 2016); counterfeit drugs for improving sexual performance sold
online have seriously threatened customers’ health (Liang & Mackey, 2012); and the flood
of counterfeit aircraft parts have created “unacceptable risks to national security and the

safety of U.S. military personnel” (Olson, 2012).

Companies whose products are counterfeited are negatively affected in different aspects.
First, the demand for legitimate products may decrease due to counterfeit trade. Secondly,
the company revenue will be lower resulting in lower employment. Thirdly, affected
companies have to invest more in anti-counterfeiting strategies which incurs additional
business costs. Finally, the image and reputation of the affected companies may be damaged
due to counterfeiting (Nia & Zaichkowsky, 2000). This can potentially force the companies
to close down or only operate in countries where there is strong enforcement of IPR. Thus,
counterfeiting is seen to undermine industry competitiveness and decrease employment

(Chaudhry, 2006).

Governments, and society more widely, can also lose as a result of counterfeit activity.
Income and profits from counterfeit trade are often not declared and hence, by definition,
form a black market. Together with lower employment and job redundancies due to
counterfeit trade, the potential income and company tax revenues will be lower for the
governments where counterfeit goods are produced and sold. Further, governments may
have to spend more budget revenues on producing anti-counterfeiting marketing and
advertising strategies, and / or monitoring and enforcing intellectual property rights
legislation. Counterfeit trade also has plausible links with illegal labor, organized crime and
terrorism (IACC, 2016). The profits from counterfeit trade have been used to fund terrorist
activities (Lee, 2012). When IPR infringement is increasing, research and innovation in
society is discouraged and thus negatively influences technological, economic, and socio-

cultural development (Chaudhry & Zimmerman, 2009).

Most counterfeit products can be traced to only a few source countries and regions.
Mainland China has been the main source of these counterfeit goods but Hong Kong also,
has ranked highly as a source of counterfeits, as captured by United States and European
Customs Services (EU, 2015; USCBP, 2014). Large-scale importing and exporting of

counterfeit products among mainland China and Hong Kong are known to exist (Stumpf &

7



Chaudhry, 2010). In 2014, 63% of the total IPR seizures by the United States Customs
Service originated from mainland China and a further 25% originated from Hong Kong
(USCBP, 2014). In the European Union for 2014, the corresponding figures from mainland
China and Hong Kong were 80% and 8% respectively (EU, 2015).

It is estimated that, on average, 20% of consumer products sold in China are counterfeit
(Fleming, 2014) and counterfeit goods account for approximately 8% of China’s GDP
(Philipp, 2014; Swike et al., 2008). Another estimate is that the value of counterfeit goods
coming from China is $US 150 billion (Zimmerman, 2013). Zimmerman (2013) provides
several reasons for China being the main source of pirated goods. First, both Confucianism
and Communism do not emphasize individual ownership; second, in Chinese history,
censorship has been deemed more important than copyrights in terms of knowledge
diffusion; and third, the final inventions belong to the State. US companies are reluctant to
invest in research and development in China due to the flagrant disregard for IPR there (Ren,
2018). While IPR laws exist, the penalties for breaking these laws are negligible (Swike et
al., 2008).

2.2 IPR law and legislation

Many policies and legislation have been designed to battle counterfeiters, especially by US
and EU. According to the United States Trademark Act, trademark counterfeiting is the act
of producing, selling or disturbing a product with a spurious mark that is substantially
indistinguishable from a registered mark, which is likely to deceive and cause confusion
(Abbott & Sporn, 2002). Sometimes the sellers will intentionally tell the buyers that the
products are fake by selling at a much lower price, with poor packaging and at different
locations. They try to justify their behaviors and argue that they have told people that the
product was a copy and people still buy it. The sellers defend their position stating they are
just satisfying the demand of a market segment that cannot afford the real product but still
want a copy. However, the courts will treat this non-deceptive counterfeiting the same as
deceptive counterfeiting and give the same punishments to suppliers. Consumers are not

taken into account by the courts (Chaudhry & Zimmerman, 2009).

The US also has many other IPR enforcement initiatives to battle piracy activities. For

example, the US government cooperates with the private sector to initiate a new campaign



called “Strategy Targeting Organized Piracy (STOP!)”. The Department of Homeland
Security now governs IPR enforcement and various layers of government sectors are
strategically involved in IPR protection, including US Customs, Department of Commerce,
FBI, US Patent and Trademark Office, Justice Department and State Department. In addition
to government departments, various private sector organizations also provide assistance to
policy makers in aspects of IPR related program, training and technical support, e.g.

International Anti-Counterfeiting Coalition (IACC, 2016)

In the EU, the Taxation and Customs Union of European Commission has various
legislations and action plans to deter counterfeiters. Regulation (EU) No 608/2013 is the
legislation concerning customs enforcement of IPR (EU, 2013). According to this regulation,
the marketing of counterfeit products could also be considered to deceive consumers and
endanger their health and safety. Such marketing is unlawful and will be kept off the EU
market to ensure legitimate trade. EU and US have cooperated to provide necessary
infrastructure for IPR enforcement operation and developed Third-Country IPR
enforcement strategy to regulate IPR environment in third-world countries (Chaudhry &

Zimmerman, 2009).

In addition to governments, international organizations also safeguard IPR enforcement. For
example, the World Trade Organization (WTO) has established the Agreement on Trade-
Related Aspects of Intellectual Property Rights (TRIPS) to provide general principles to
guide the IPR enforcement (WTO, 1994); the World Intellectual Property Organization
(WIPO) offers services and encourage global cooperation to protect intellectual property
(WIPO, 2016); and the Organization for Economic Cooperation and Development (OECD)
publishes statistics and reports to help governments to make effective policies against IPR

infringement (OECD, 2016).

China began to issue new patent and trademark laws and agreed to protect IPR via the US-
China Bilateral Trade Agreement in 1979. Since then, China has joined the WIPO, the Paris
Convention, the Berne Convention, and the Madrid Protocol. After the accession to the
WTO in 2011, China has enacted a set of IP laws and initiated many anti-counterfeiting
campaigns (USTR, 2013). In 2013, the Supreme People’s Court of China issued a judicial
interpretation on the liability of using the Internet as intermediaries for counterfeiting trade.
China has taken efforts to revise laws, rules, guidelines, and judicial interpretations of IPR

which improve IPR protection and enforcement. However, it remains a significant challenge
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to effectively enforce IPR laws in China, because there are administrative obstacles across
central, provincial and local level authorities and political efficacy risk is perceived as the

highest risk for business operations in China (Zimmerman, 2013).

Compared to mainland China, Hong Kong has relatively stronger enforcement of IPR. The
Basic Law specifically emphasizes in Article 139 and 140 that Hong Kong should develop
appropriate policies that reach the highest international standards and provide legal
protection for IPR. According to the Intellectual Property Department of Hong Kong
(HKIPD) (HKIPD, 2016), there is a complete system of IP laws that protect trademarks,
patents, designs and copyright such as Trade Marks Ordinance (Chapter 559), Copyright
Ordinance (Chapter 528) and Trade Descriptions Ordinance (Chapter 362). According to
the Trade Descriptions Ordinance, “anyone who sells or possesses for sale any goods with
any forged trademark commits an offence. Upon conviction, offenders are liable to a
maximum fine of HK$500,000 and a maximum imprisonment of five years’ imprisonment”
(SCMP, 2016). It should be noted that the IP laws in Hong Kong are under a territorial
protection which only protects IP registered within Hong Kong but not outside Hong Kong.
The Hong Kong Customs and Excise Department (HKCED) is responsible for IPR
enforcement against suppliers and retailers of counterfeits. It investigates complaints of IPR
infringement and has extensive power of search premises and seizure goods. To increase the
efficiency of combating counterfeiting, the Intellectual Property department cooperates with
Guangdong and Macao to create an IP database to share information. Meanwhile, the
Customs department cooperates with [IPR owners and IPR enforcement authorities overseas
to form a stronger IPR net (HKCED, 2016). It also provides cash rewards to encourage

organizations and citizens to report information of counterfeiters.

However, there is no punishment for buyers of counterfeits in Hong Kong. There is only
one simple sentence suggesting that “every citizen in HKSAR should respect IPR and
refrain from buying infringing goods” on the website of Customs department (HKCED,
2016). To educate companies and consumers, the Intellectual Property department organizes
various public events such as seminars, exhibitions, public lectures, and educational
campaigns. It promotes IPR knowledge and legislation through TV announcements, videos,

brochures and other promotional channels.

In conclusion, the IPR laws and legislations mainly focus on the supply side of

counterfeiting but there are few laws on consumer demand.
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2.3 The demand for counterfeits

Consumers may be deceived about the origin of the products. However, there are occasions
when consumers intentionally purchase counterfeit products — what Wilcox et al. (2009)
termed “non-deceptive counterfeiting”. They are aware of the counterfeiting through cues
such as price, purchase location, packaging, country of origin, selling style or the materials
used (Chakraborty et al., 1997; Gentry et al., 2001; Prendergast et al., 2002). In 2004, a
survey of 929 respondents in UK was conducted to understand consumer attitudes towards
counterfeit products. The result shows that 62% would knowingly purchase counterfeit
products if the price is right and the quality is good, and they considered no harm in buying
counterfeit goods as long as the sellers do not put the buyers at risk; 59% were aware the
negative impacts of counterfeiting on business and 67% felt that it was the responsibility of

government to tackle the problem of counterfeiting (ACG, 2004).

Consumers are willing to buy counterfeit products for many different reasons: to save
money out of financial concern and show shrewdness (Tom et al., 1998); perceive the quality
of fake products is as good as the genuine ones; buy fake products to express anti-big-
business sentiment; or lack of IPR knowledge and are unaware of its importance. A study of
1,304 US consumers was conducted in 2005 to investigate reasons to buy counterfeit
products. This study showed the major reasons for purchasing counterfeit products are
“easily available” (78%), “buy same quality at better price” (73%) and “genuine product is

priced too high” (68%) (Stewart, 2005).

Many studies have been conducted to understand the motivations, attitudes and factors that
influence counterfeiting demand. Chaudhry and Zimmerman (2009) developed a conceptual
model to synthesize factors that are important for the demand of counterfeit goods. As
shown in Figure 2-1, the consumer complicity to buy counterfeit products are determined
by two aspects: (1) intrinsic determinants including demographics, attitude towards
counterfeits, cultural value and ethical perspective; (2) extrinsic determinants including
social marketing communications, shopping experience, and product attributes (Chaudhry

& Zimmerman, 2009).
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Demographics
(Age, Income, Education, Gender)

Attitude towards Counterfeits
{Anti-big Business, Public Domain)
Cultural Value
{Collectivist vs. Individualist)

Intrinsic
Determinants

Ethical Perspective Consumer
(Idealism, Relativism) Complicity
To Purchase
ol ket Counterfeit
oc eting Prod
Communications ucts
{(Mission To Stop Piracy Ads)

Shopping Experience
(Virtual Flea Market, Hedonic)

Product Attributes
(Price, Use)

Extrinsic
Determinants

Source: Chaudhry & Zimmerman (2009)

Figure 2-1 Conceptual model of consumer complicity

Demographics of the consumer includes age, gender, income, education, and psychographic
variables (e.g. risk-taker). Prendergast et al. (2002) conducted a survey to understand
demand of non-deceptive counterfeit products in Hong Kong and confirms the effect of age,
occupation, education and income. The results show that low spenders are mainly young
students or workers with low education and low income, while high spenders usually are
white-collar office workers with higher education and higher income. However, their focus
was only local residents and the behavior of tourists may be different. Carpenter and Lear
(2011) investigate the moderated effect of gender on purchase intention and attitude towards
counterfeit products. The findings suggest that gender does affect the ethical belief of
counterfeiting; specifically, females in the USA are less likely to hold stronger ethical beliefs
and are less likely to perceive the sale of counterfeit products as a crime, at least for fashion

items (Carpenter & Lear, 2011).

Attitudes toward counterfeiting include variables of anti-big business sentiment, social
benefit of dissemination, and attitude of counterfeits in a product category (e.g. movies vs.
pharmaceuticals) (Chaudhry & Zimmerman, 2009). Previous research has shown that

consumers generally see buying counterfeit products as a victimless crime, and often believe
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that the quality of counterfeit products are similar to the genuine ones (Chaudhry &
Zimmerman, 2009). Consumer attitudes of counterfeits might be different by product
category. For example, Nunes et al. (2004) found consumers perceived CD manufacturers

were less harmed through piracy than manufacturers of other products.

Differences in cultural values can contribute to different attitudes of counterfeit products.
Research has found that Eastern consumers are collectivist and more willing to buy fake
products, and Western consumers are more individualistic so emphasize individual
ownership of creation (Husted, 2000; Marron & Steel, 2000; Wang et al., 2005). The
purchase intention for counterfeit goods is found to be different by nationality (Chapa et al.,
2006). Even among consumers from the same region / culture, consumers can vary in terms
of their ethical beliefs and their preferred ethical ideology (Al-Khatib et al., 2005). Hence,
mainland Chinese consumers may hold different ethical beliefs and cultural values to the

Hong Kong Chinese and Western consumers.

Ethical perspectives measure consumer attitudes towards morality and lawfulness of
knowingly purchasing counterfeits. There are different theories of moral evaluation such as
idealism versus relativism. For idealism, a person should always behave ethically and never
intentionally harm another person, no matter in what situation. For relativism, ethical criteria
can vary by situation and culture (Fennell, 2006b). However, ethical and legal issues are
often considered the least important factors by consumers when purchasing counterfeit

products (Prendergast et al., 2002).

Product attributes include variables of: image/perceived fashion content; price, quality,
performance; investment-at-risk; and purpose (personal use vs. gift) (Chaudhry &
Zimmerman, 2009). Wee et al. (1995) discovered that consumer intentions to buy counterfeit
products can be explained by product appearance, image, purpose (for personal use or gift),
and perceived quality. Later research shows that price and quality are the two most important
factors that motivate counterfeit consumption (Prendergast et al., 2002). Cordell and
colleagues (1996) found that consumers were more willing to purchase counterfeit products
with low investment-at-risk, that is, when the value of the products is lower so the loss is
not as great if the product breaks or malfunctions. Product category is found to influence
the effect of product attributes on purchase intention (Wee et al., 1995) and the choice

criteria for counterfeit goods (Prendergast et al., 2002).
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Shopping experience relates to location (e.g. Internet, flea market), situation (e.g. on
holiday), and ease of accessing counterfeits (e.g. Internet downloads) (Chaudhry &
Zimmerman, 2009). First, the shopping locations form the shopping environment that affect
consumer attitudes. For example, consumers are more tolerant of buying fake products in
flea markets and feel more relaxed when buying from the Internet. Second, purchase
intention can be affected by different situations. For example, Schuchert-Giiler and Eisend
(2003) verified that German consumers are more willing to buy counterfeit products when
they are on holiday. They also pointed out that the emotion (e.g. the sense of adventure)

increases consumers’ motivation to buy counterfeits as souvenirs.

Research by Schuchert-Giiler and Eisend (2003) uncovers that consumers whose home
countries have strict [IPR enforcement are more likely to engage in counterfeit purchases as
a hedonic and adventured shopping experience when they are abroad or on holiday.
According to a report of Daily Mail Online (DMO, 2011), over half of UK tourists buy
counterfeit products abroad. Among them, two thirds bought fake products knowingly, and
the other one third thought they bought genuine products at a discounted price. For those
who knowingly bought fake products, they wanted to save money and thought purchasing
fake goods abroad was “harmless” but illegal in UK. Therefore, it is assumed by this PhD
study that Western tourists are more likely to buy counterfeits in Hong Kong than mainland
Chinese tourists. Such shopping experiences are perceived as adventures since Western
tourists cannot easily purchase counterfeit products in their home country due to stricter
regulations on the importation of counterfeits and the higher degree of adherence to IPR in

these countries (Schuchert-Giiler & Eisend, 2003).

On the contrary, tourists from mainland China where counterfeit products are prevalent
maybe less likely to buy fake products abroad. If a Chinese consumer wants to buy
counterfeits, he or she can easily buy counterfeit goods at a lower price and higher quality
in China than abroad. However, for those who can afford genuine products, especially
Chinese luxury consumers, they prefer to shop overseas to avoid counterfeits (KoreaBizwire,
2016). It i1s widely believed that the quality of products abroad are better than those in
mainland China. Hong Kong is the top destination favored by Chinese luxury consumers;
followed by destinations such as Europe, United States, Japan and Korea (Albatross, 2016).
Therefore, for mainland Chinese tourists, the shopping experience of counterfeits can

negatively affect tourist satisfaction and the destination image of Hong Kong. This is just

14



opposite to previous research on cultural values where Eastern consumers are more likely
to buy fake products because they are collectivist and Western consumers are more likely to
protect IPR because they are more individualistic (Husted, 2000, Marron and Steel, 2000,
Wang et al., 2005). The effect of cultural values on counterfeit consumption can be different

when an individual is at home and on holiday.

Social marketing communications measure how effective anti-piracy advertisements are to
reduce consumer demand for counterfeit products. Governments and industry organizations
have used various anti-counterfeiting marketing tactics such as inviting celebrities as role
models (Jackie Chan and Arnold Schwarzenegger for movie piracy, for example), instilling
a fear of prosecution, and implying an association between buying fake products and
organized crime (Chaudhry & Zimmerman, 2009). To better understand the demand for
counterfeit products, it is necessary to assess the effectiveness of these anti-counterfeiting

marketing strategies.

2.4 Anti-counterfeiting strategies

There are four types of anti-counterfeiting strategies: law, product, pricing, and marketing
(Herstein et al., 2015). While IPR laws mainly regulate the supply of counterfeits, the latter
three marketing strategies aim to act as an effective agent to change consumer demand for
counterfeits. For each type of strategy, strategies could incentivize positive behavior (carrot)

or punish negative behavior (stick) (e.g. Chiu et al., 2007; Delener, 2000).

Most companies tend to protect their IPR through legal channels if their products have been
counterfeited. When counterfeits are produced in a foreign country, the affected companies
can request support from local governments to take actions under international law or
agreements and pressure the source country to eliminate counterfeit trade (Jacobs et al.,
2001). The affected companies may also lobby the government to pass criminal laws to
battle counterfeiters (Bush et al., 1989). Legal actions can also significantly decrease
consumer intentions to buy counterfeits if there is punishment (Albers-Miller, 1999).
However, consumers are protected by law in most cases. Anti-counterfeiting marketing

strategies are thus important to decrease demand for counterfeits.

Product strategies try to add extra value to the genuine products than counterfeits. The brand
companies might invest more in research & development to provide products with higher
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quality or more exclusive designs; or invest in special technologies such as holograms to
make unique labels that are difficult to be copied (Chaudhry & Walsh, 1996). Premium
services can also be provided to enhance customer loyalty such as customized services,
after-sales services and reward programs. For example, customers can get certain points
when buying a product and the points can be redeemed for special products (e.g. not-for-
sale products) or experiences (e.g. facial or other hairdressing services). The more points,

the higher status, the more adding-value services are provided (McEachern, 2015).

Pricing strategies offer genuine products at lower prices such as discounts or second-hand
products to attract consumers. Price has proven to be an influential determinant of
knowingly purchasing counterfeits by many studies. Deceasing prices of genuine products
will make counterfeits less attractive. However, the effectiveness of pricing strategies may
differ by product category. Luxury brand companies should exercise caution in using pricing
strategies because high prices, to some extent, represent prestige, status and social image.

Lower price may devalue the luxury brand products (Nia & Zaichkowsky, 2000).

Marketing communication strategies try to educate the public via media to communicate
different messages concerning the risk or negative impacts of buying counterfeits and the
association between counterfeiting and organized crime (Chaudhry & Zimmerman, 2009).
However, social media marketing can be expensive and its effectiveness is post hoc and not
clear. Herstein et al. (2015) used mixed methods to understand the effectiveness of different
anti-counterfeiting strategies on counterfeit purchasing behavior. The in-depth interviews
first identified four groups of consumers: struggle consumers (buy fake products sometimes
and does not tell others about such purchases); indifferent consumers (buy fake products
sometimes and not afraid to let others know); spurious consumers (buy fake products often
but avoid telling others); liberated consumers (buy fake products often, feel very proud of
such behavior and willing to let others know). These four groups of consumers were asked
to express their opinions towards two groups of anti-counterfeiting strategies: negative
strategies that emphasizing risk and negative impacts of buying fake products; and positive
strategies that encouraging consumers to protect IPR proactively. The research shows that
all negative strategies are not effective for all the four group of consumers. However, some
positive strategies are effective for some groups of consumers. Justifying why genuine
products deserve high price and signing in Internet sites to boycott counterfeits are effective

for the struggle consumers. Price strategies (e.g. discount, second-hand) of genuine products

16



are found to be significantly effective for all four consumer groups. However, the Herstein
et al. (2015) study does not consider the influence of situational factors (e.g. time and
location) and cultural difference across countries. The effectiveness of some updated
strategies are also worth investigation, such as outlet stores of luxury brands that offer

affordable prices of outdated genuine products.

2.5 The case of Hong Kong

The dominant aim of this research is to examine the ethical decision-making of purchasing
counterfeits by tourists from different countries. This is important for Hong Kong because
mainland China and Hong Kong are economies that supply a large share of the global

counterfeiting market (USCBP, 2014).

Tourism has been designated as one of the four key industries in Hong Kong and has been
a driving force of continued economic development in recent years. International tourist
arrivals into Hong Kong have witnessed incredible growth over the last two decades.
According to the statistics of Hong Kong Tourism Board, in 1994, international visitor
arrivals totaled 9.33 million and by 2014 the figure had risen to 60.84 million, growing at
an average annual rate of 9.8% across this 20-year period (HKTB, 2015). Nearly half (47.7%)
of the international tourist arrivals stayed in Hong Kong overnight in 2017. Chinese
Mainland visitors comprised the largest inbound tourist segment making up 76.01% of all
international tourist arrivals in 2017 (or 44.45 million). The tourism expenditure associated
with inbound tourism in 2017 was $HK 296.70 billion, an increase of 1.0% over 2016
(HKTB, 2018).

Hong Kong markets itself as Asia’s World City. It is perceived by many tourists and
potential tourists as a shopping destination (Huang & Hsu, 2005; Wong & Law, 2003). In
2014, overnight visitors and same-day visitors spent 61.7% and 90.8%, respectively, of their
total tourism expenditure on shopping. The most frequently purchased product categories
are Ready-to-wear clothes (purchased by 42% of visitors); Cosmetics (31%); Snacks &
Confectionaries (28%); Medicine / Chinese herbs (18%); Shoes & other footwear (18%)
and Handbag / Wallets / Belts (15%) (HKTB, 2015).

Shopping is a ubiquitous activity for tourists. It can motivate tourists to travel. Tourists may
indeed travel far distances for good shopping experiences (Timothy, 1999). Further, the

shopping behavior of people as tourists can vary significantly from those same people as
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residents (Timothy, 2005). People may spend more, indulge in more hedonistic purchases
and purchase a different range of goods and services as a tourist than at home (Swanson &
Timothy, 2012). Shopping behavior differs by nationality, culture and the types of goods
and services purchased (Keown, 1989). Similarly, social norms also are important in guiding
ethical behavior so that acceptable types of shopping behavior differ among cultural groups
(Chatzidakis et al., 2006). Shopping behavior, as with other types of activities, can be very
different when the person is on vacation or at home (Currie, 1997; Goulding & Shankar,
2011). Some people may partake in risky or illegal shopping behavior, such as purchasing
illegal goods such as drugs or counterfeit goods while on vacation — behavior that they
would never consider doing while in their home country. Since shopping is an indispensable
tourist activity in Hong Kong, it is very important to investigate risky shopping behaviors

of tourists.

Many researchers have noted tourists’ desire for authenticity, whether it is performance
(Cohen, 1988), handicrafts (de Kadt, 1979) or food products (Ren, 2011). For tourists who
seeks genuine products, the existence of counterfeits can negatively affect their impressions
of Hong Kong. Ren (2011) describes how local and European authorities are seeking to
monitor and enforce the originality of a local cheese in Poland. These authorities are
concerned with how counterfeits might be avoided. They note how regional products can be
used to promote the destination and counterfeited products can bring irreparable damage to
the image of regional products and the image of destination. Despite China being the largest
counterfeiter of goods, authenticity and the threat of counterfeiting is a concern for their
tourism authorities. For example, in Xishuangbanna (one of the first and better known
tourism areas in China), traditional handicrafts face stiff competition from low-priced
factory made replicas (Yang et al., 2006). As noted above, China has a different philosophy
to intellectual property rights so legal protection of traditional knowledge and skills is weak
in China. This was acknowledged by the Xishuangbanna Cultural Bureau, which was
concerned that a flood of machine-made cultural products would devalue the authentic
experience. Detecting counterfeit products is seen as one of the attributes of an independent

tourist’s knowledge and skills (Tsaur et al., 2010).

However, purchasing counterfeits in open-air markets can also be perceived as an authentic
culture experience in Hong Kong by international tourists. In this case, the existence of
counterfeits does not damage the destination image but improves the shopping experience
since it provides opportunities for tourists to communicate with the locals through
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bargaining.

There is little research among Hong Kong stakeholders (such as Hong Kong government),
on the demand for purchasing counterfeit products and its impact on Hong Kong as a
shopping destination. This research will help to fill the gap in the body of knowledge in this
area. Given there has only been a small amount of research into counterfeiting in Hong Kong
and little research in the tourism context, this research has the opportunity to test the
previous work on counterfeiting demand using a framework of ethical decision-making, and

potentially make a future contribution to the theory in the tourism context.
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3 Consumer decision-making

When people are on vacation, they can behave very differently from when they are at home.
One of the key motivations for travel is to get rid of the working stress, social or cultural
constraints at home and to seek freedom, happiness and a different experience from normal
life at the target destinations (Pearce & Lee, 2005; Ross & Iso-Ahola, 1991). In other words,
a person may be “another person” (Gazley & Watling, 2015) on vacation compared to at
home. When on vacation, tourist behaviors may be affected by emotion, intuition or other
factors while on a tight schedule. When at home, people usually need to consider much more
social, cultural or organizational factors to make reasonable decisions (McKercher, 2015).
Thus, tourists may not use a self-reasoning process before they make certain choices.
Consumption decisions on vacation can be different from at home, especially when
purchasing counterfeit products. It is important to understand how tourists make ethical
decisions on counterfeit consumption, whether based on intuition, emotion or systematic

moral reasoning (Correia & Kozak, 2016; McCabe et al., 2016).

This chapter first reviews studies on consumer behavior in tourism because counterfeit
consumption is one type of consumer behavior. Research gaps of tourism consumer
behavior are identified. The psychology of decision making is then reviewed as the
theoretical foundation to understand how people make decisions. Since counterfeits are
illegal, buying counterfeits is considered as an ethical issue, and thus literature of ethical
decision-making needs to be reviewed. Typical models of ethical decision-making are
selected for review since they will be useful for the conceptual framework development of
this research. Theories of neutralization are also reviewed. Last but not least, a conceptual
framework of ethical decision-making is developed to describe the decision-making process

when tourists buy counterfeits.
3.1 Consumer behavior in tourism

Consumer behavior is about how people make choices in the process of selecting,
purchasing, consuming and disposing of products and services to satisfy individual needs
and wants (Engel et al., 1995; Solomon, 1996). By adapting theories and models from
consumer behavior, research into tourism consumer behavior mainly focuses on various

individual factors that determine tourists’ decision-making. Some studies have considered
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external factors but focused primarily on destination choice. According to a recent review
paper by Cohen et al. (2014), there are seven important conceptual dimensions of individual
determinants of consumer behavior (Figure 3-1): decision-making (e.g. Sirakaya &
Woodside, 2005; Smallman & Moore, 2010); values (e.g. Crick-Furman & Prentice, 2000;
Li & Cai, 2012); motivations (e.g. Bieger & Laesser, 2002; Hung & Petrick, 2011); self-
concept and personality (e.g. Beerli et al., 2007; Usakli & Baloglu, 2011); attitudes and
expectations (e.g. Gnoth, 1997; Hsu et al., 2009); perceptions (e.g. Huang & Hsu, 2005;
Pike & Ryan, 2004); satisfaction, trust and loyalty (e.g. Alegre & Garau, 2010; Fam et al.,
2004; Oppermann, 2000).

Tourism
Annals of Tourism Management Journal of Travel Total number
2000-2012 Research (ATR) (TM) Research (JTR) of articles
Key concepts 77 139 167 383
Decision-making 15 11 23 49
Values 2 4 3 9
Motivations 12 40 37 89
Self-concept and 4 7 S 16
personality
Attitudes and 17 12 12 41
expectations
Perceptions 8 21 33 62
Satisfaction, trust and 19 44 54 117
loyalty
Influences 11 20 14 45
Technology -+ 18 7 29
Generation Y 2 1 4 7
Ethical consumption 5 1 3 9
Research contexts 33 41 17 91
Group and joint 3 5 1 9
decision-making
Under-researched 5 15 4 24
segments
Cross-cultural issues 9 8 7 24
In emerging markets
Emotions 7 9 -4 20
Consumer 9 4 1 14
misbehaviour
Total 121 200 198 519

Source: Cohen et al. (2014)

Figure 3-1 Summary of literature on tourism consumer behavior published in three leading
tourism journals from 2000 to 2012

3.1.1 Tourism consumer: rational decision-maker?

Studies on decision-making account for 9.4% of the total literature on tourism consumer
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behavior from 2000 to 2012, according to Cohen et al. 2014 (Figure 3-1). The current
research on decision-making of tourism consumers has one significant drawback: tourists
are always assumed to be rational decision makers. It is believed that a tourist is a person
who wants to maximize the utility through estimating benefits and costs of every
consumption choice before making a decision (Mathieson & Wall, 1982; Schmoll, 1977;
Wahab et al., 1976). From the perspective of cognitive psychology, decision-making is
considered to be a sequential process with various successive steps (Van Raaij & Francken,

1984) from attitude towards the good or service to behavior intention.

The theories of planned behavior and reasoned action have been widely applied to develop
sequential models of tourist decision-making (Ajzen & Driver, 1992; Oh & Hsu, 2001;
Quintal et al., 2010). Ajzen and Driver (1992) developed the Theory of Planned Behavior
to investigate leisure choice by tourists. The theory focuses on the psychological variables
that influence a tourist’s willingness to pay for a specific leisure activity, such as hiking,
fishing, and camping. The basic concepts of the theory of planned behavior are (Figure 3-2):
1) a person should have an intention to perform a behavior; ii) the intention is affected by
attitude toward the behavior, subjective norm and perceived behavioral control; iii) attitude
toward the behavior is affected by behavioral beliefs and the evaluation of outcomes;
subjective norm is affected by normative beliefs and motivation to comply; perceived
behavioral control is affected by control beliefs and perceived facilitation (Ajzen & Driver,
1992). Later research has developed the theory of planned behavior in tourism context. For
example, Quintal et al. (2010) integrate the perceived risk and perceived uncertainty into
the model of theory of planned behavior to study tourist destination choice; Meng and Choi
(2016) include authentic perception and environmental concerns into the planned behavior

model for destination choice.
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Figure 3-2 Theory of planned behavior

One important extension of theory of planned behavior is the theory of reasoned action that
includes past behavior as additional factor that impacts intention. This theory suggests that
past behavior and attitudes which form tourist past experience can directly impact actual
behavior. The theory also emphasizes the interrelations between past behavior, attitude,
subjective norms and perceived behavioral control. As shown in Figure 3-3, Oh and Hsu
(2001) applied the Theory of Reasoned Action to investigate the volitional and nonvolitional
aspects of gambling behavior. The effect of past experience has specifically emphasized by
some prior studies. For example, it has been proven that past experience significantly affect
tourists’ destination image, subsequent intention and preference to choose a destination

(Crouch et al., 2014; Rodriguez Molina et al., 2013; San Martin et al., 2013).
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Figure 3-3 Theory of reasoned action and its extensions

However, these two theories have been criticized by psychological studies which show no
relationship between attitudes and the actual behavior: 1) attitudes can be unstable and may
change under different contexts (Ajzen & Fishbein, 2000); ii) attitudes are not necessarily
consistent with actual behavior, which results in the “attitude-behavior gap” (Newholm &

Shaw, 2007).

Apart from individual factors, external factors also influence tourist decision-making. As
shown in Figure 3-4, Moutinho (1987) emphasized the role of travel stimuli (e.g. advertising,
travel literature, travel reports and recommendations) and social determinants (e.g. socio-
economic status, social influence and aspirations) on motivation, desires and expectations
of a destination. He also pointed out that before making destination choice, information
search is affected by several external variables (e.g. image of a destination, travel constrains
of time and money, assessment of risk) and various characteristics of a destination (e.g.

cost/value, quality of travel information). To further capture the complexity of tourist
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decision making, Woodside and Lysonski (1989) considered the influence of situational

factors on destination choice as shown in Figure 3-5.
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Source: Moutinho (1987)

Figure 3-4 Travel decision model
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Figure 3-5 General model of traveler leisure destination awareness and choice

These rational decision-making models might be suitable for analyzing destination choice
because tourists have sufficient time to gather information and consider different
alternatives before taking the trips. That is why most of the current research on tourist
decision-making is focused on destination choice (e.g. Karl et al., 2015; Oppewal et al.,
2015; Zhang et al., 2015). However, consumption decisions, such as shopping, during the
trips usually needs to be made quickly within a tight schedule. In these situations, rational
decision-making models might be inappropriate and insufficient to explain tourist decision-

making.

3.1.2 Tourism consumer: irrational decision-maker?

Consumption decisions made by tourists are not always rational, planned or complex. Given
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the hedonic and affective nature of tourist behavior, their decision can be unplanned,
impulsive, intuitive and much simpler than described in rational decision making models
(Bargeman & van der Poel, 2006; Hyde & Lawson, 2003). Gnoth (1997) warned that
hedonic or emotionally-driven tourist behavior can be apparently irrational, thus models that
assume consumers are rational decision makers may be problematic when applied to tourism.
He suggests that tourist decision-making models should consider the influence of emotion
on tourist values, attitudes, motivations and their final behavior. For tourists who are
emotionally driven, their attitudes are controlled by emotions more easily and social norms
are very likely to be disregarded in order to pursue pleasure. However, few research studies
investigate the influence of emotion on tourism choice, especially ethical choice such as

responsible tourism or ecotourism (Malone, 2014).

In addition, a consumption choice might express a different ‘tourist’ self compared to the
normal self at home. For example, Hyde and Olesen (2011) suggest that a tourist will buy
and pack items that can most help to maintain and construct his or her self-identity in new
settings at a destination. Kim and Jamal (2007) also find that a tourist who participates in a
specific festival is able to reconstruct a desired self with the experience of the event. Thus,
self-concept is considered to be a relatively more stable factor than emotion that can guide
judgements and determine final behavior (Beerli et al., 2007; Crick-Furman & Prentice,
2000; Swarbrooke & Horner, 2004). Self-concept contains four aspects: real self-image,
ideal self-image, social self-image and ideal social self-image (Sirgy, 1982). Self-congruity
theory, the perceived match between the consumption choice and a tourist’s personality and
self-image, is used frequently to understand how self-concept influences different aspects
of decision-making, such as perceptions of destination image, destination choice and travel
intentions (Beerli et al., 2007; Boksberger et al., 2010; Hung & Petrick, 2012; Sirgy & Su,
2000). As shown in Figure 3-6, the relationship between self-congruity and travel behavior
is affected by knowledge, prior experience, involvement into the trip and time pressure
(Sirgy & Su, 2000). Hung and Petrick (2012) further explore the role of self-congruity and
functional congruity on travel behavior and suggest that perceived travel constraints,
constraint negotiation and self-efficacy also influence travel intentions. However, studies of
self-concept are very limited and only cover 3% of literature on tourism consumer behavior
in three leading tourism journals from 2000 to 2012 as shown in Figure 3-1 (Cohen et al.,

2014).
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Figure 3-6 The relationship between self-congruity and travel behavior

Apart from internal factors (e.g. emotion, self-concept), ethical concerns are an important
external factor that can affect tourist consumption decisions, attracting more and more
researchers’ attention. Increasing ethical issues of consumption have challenged the
common assumption of the rational consumer (Bezencon & Blili, 2010). Ethical consumer
behavior is defined as “decision making, purchases, and other consumption experiences that
are affected by the consumer’s ethical concerns” (Cooper-Martin & Holbrook, 1993, p. 113).
However, as shown in Figure 3-1, research on ethical consumption in tourism is under-
researched as it only covers 1.7% of literature on tourism consumer behavior in three leading
tourism journals from 2000 to 2012 (Cohen et al., 2014). The current literature on ethical
consumption mainly focuses on the trends of sustainable tourism demand. For example,
Goodwin and Francis (2003) suggests that UK tourists have increasing demand for
responsible tourism. Results of the national survey showed that the percentage of UK
tourists who were willing to pay more for an ethical holiday has increased from 45% to 52%
between 1999 and 2001. A recent study also shows that 72% of respondents agree that
choosing a destination that preserves local culture and heritage is very important (Mintel,
2011). However, the expressed willingness to consume ethically is not always consistent
with actual tourism behavior. A study by Miller et al. (2010) indicates most UK citizens are
not clear about the impact of tourism on environment and society, and insist that they are
entitled to the rights to consume resources since they are paying for the holiday. They prefer

to protect the environment or serve the community through their daily life rather than by
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changing their tourist behavior.

3.1.3 Conclusion

In conclusion, there is a knowledge gap in understanding the ethical decision-making
process of tourists because their expressed ethical concerns do not necessarily translate into
ethical consumption behaviors (Bergin-Seers & Mair, 2009; Carrigan & Attalla, 2001).
Tourists do not always behave rationally as assumed by most tourism consumer behavior
models. Consumer misbehavior is defined as behavior that violate norms of conducts that
are generally accepted in consumption situations (Fullerton & Punj, 2004). This negative
side of consumer behavior has received increasing attention in marketing and management
research which try to give rational or cognitive explanations for misbehavior (Fisk et al.,
2010). Again, the irrational aspects of misbehavior are overlooked which is especially
important in the context of tourism. However, research on consumer misbehavior in tourism
is extremely limited. Exceptions are Uriely et al. (2011) who investigate how unconscious
forces of sex and aggression lead to deviant tourist behavior; and Sonmez et al. (2006) who
point out that different tourists have different perceptions on what misbehavior is. For
example, some tourists may think binge drinking and casual sex are normative behaviors
while others perceive them as deviant behaviors. Further research on culture differences is
necessary to better understand tourism consumer misbehavior. Most importantly, there is an
urgent need to explore situations when tourists make decisions simply based on intuition.
Psychological theories of decision making need to be reviewed to develop a more holistic

model of tourist ethical decision-making that include rational and irrational tourists.

3.2 The psychology of decision-making

The rationality of decision-making is closely related to Type 1 fast thinking and Type 2 slow
thinking in psychological studies. In this section, dual-process theories are first reviewed to
have general understanding of Type 1 fast and Type 2 slow thinking (Evans & Stanovich,
2013; Stanovich et al., 2014), followed by a further review on how Type 1 works (Kahneman,
2011), how Type 2 works (Ajzen, 1991; Ajzen & Fishbein, 1980; Stanovich et al., 2014) and
how these two types of thinking work together (Petty & Cacioppo, 1986; Petty et al., 2015;
Petty & Wegener, 1999).
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3.2.1 Dual-process theories

Much research from neurobiology has suggested that decision-making is not a single and
coherent process but the outcome of complicated interactions between different brain
systems. The multiple interacting systems can perform different functions that will involve
and coordinate to come up with solutions for the problem being faced. This process is
complex and cannot be explained sufficiently by oversimplified models of rational decision-

making which assumes individual is always rational (Brocas & Carrillo, 2014).

In psychology, dual-process theory has been developed since the 1970s to explain the duality
of the human mind (Frankish & Evans, 2009). It is believed that there are two different
reasoning processing systems for a given task which might generate consistent or conflicting
results. One process is unconscious, effortless and fast; the other process is conscious,
effortful and slow (Evans & Frankish, 2009; Kahneman, 2011; Stanovich, 1999). Dual-
process theory has been extensively developed by many researchers on various aspects of
social psychology, especially on judgement and decision-making, leading to a proliferation
of such theories to explain the two processes, such as automatic-controlled (e.g. Shiffrin &
Schneider, 1977), heuristic-systematic (e.g. Chaiken, 1980), peripheral-central (e.g. Petty &
Cacioppo, 1986), intuition-reasoning (e.g. Kahneman & Frederick, 2002), and System 1-
System 2 (e.g. Kahneman, 2011), and Type 1-Type 2 (Evans & Stanovich, 2013).

Table 3-1 lists some common terminologies of dual processes in detail. Evans (2009)
critiques whether it is necessary to have so many dual-process theories with different
terminologies that describe two similar reasoning systems, or whether all the dual-process
theories can be incorporated and unified into one grand dual-process theory. System 1-
System 2 is suggested by Stanovich (1999) as a more generic term and has become popular
when used by Kahneman (2011) who won the 2002 Nobel Prize in Economic Science.
However, the term System 1-System 2 seems to indicate an assumption that the two types
of processes operate explicitly in two specific brain systems (Stanovich et al., 2014). As
mentioned earlier, the brain has many different interacting systems, so the dual processes
might occur in two sets of neurological systems rather than two single systems. To avoid
this controversial assumption, Evans and Stanovich (2013) argue that Type 1-Type 2
processing is a better terminology. Thus, Type 1-Type 2 processing will be adopted as the

terminology of dual-process theory in this study.
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Table 3-1 Some common terminologies of dual processes

Author Type 1 processing Type 2 processing
Posner and Snyder (1975); Automatic processing Controlled/conscious
Shiffrin and Schneider (1977); processing

Bargh and Chartrand (1999)

Chaiken (1980); Heuristic processing Systematic processing
Chen and Chaiken (1999)

Thaler and Shefrin (1981) Doer Planner
Johnson-Laird (1983); Implicit Explicit

Reber (1993) inferences/cognition inferences/leaning
Petty and Cacioppo (1986); Peripheral route Central Route

Petty and Wegener (1999)

Fazio (1986); Spontaneous processing Deliberative processing
Fazio and Towles-Schwen (1999)

Sloman (1996); Associative Rule-based

Smith and DeCoster (2000) system/processing system/processing
Moskowitz et al. (1999) Passive mind Active mind

Haidt (2001); Intuition system Reasoning system
Kahneman and Frederick (2002)

Stanovich (1999); System 1 System 2

Kahneman (2011)

Evans and Stanovich (2013) Type 1 process Type 2 process

The characteristics of Type 1 processing and Type 2 processing are summarized in Table
3-2. Type 1 processing is relatively fast, unconscious, implicit, automatic, and effortless
with low demand for cognitive capacity. It will associate memory and pre-learned
knowledge, and apply available heuristic rules to process information cues (Chen & Chaiken,
1999; Tversky & Kahneman, 1974). This process handles information holistically and relies
on intuition, expertise and past experiences. For example, a skilled chess player can figure
out the next move quickly solely based on experience. Actually, prior research found that
Type 1 processing is more effective than Type 2 processing when decision-making needs
professional skills and knowledge (Kahneman, 2011). However, Type 1 processing is
constrained by social-cognitive principles of knowledge activation namely availability
(have the knowledge), accessibility (can be retrieved) and applicability (relevant to the issue)
(Higgins, 1996). From the perspective of evolutionism, Type 1 processing represents an “old
mind” that is based on instincts and associative learning which is similar to other animals
(Evans, 2003). It has low correlations with intelligence and only aims at short-leashed

generic goals (Stanovich & Toplak, 2012).
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Table 3-2 Common characteristics of Type 1 and Type 2 processing

Type 1 processing Type 2 processing

Relatively fast Relatively slow

Often unconscious or preconscious Often conscious

Automatic, effortless Intentional, effortful controlled
Implicit Explicit

Relatively undemanding of cognitive Capacity demanding

capacity

Holistic Analytic

Intuitive Reflective

Acquisition by biology, exposure, and Acquisition by culture and formal tuition
personal experience

Parallel Sequential

Evolutionarily old Evolutionarily recent

Lower correlations with intelligence Higher correlations with intelligence
Short-leashed genetic goals Long-leashed goals that tend toward

personal utility maximization

Source: adapted from Stanovich et al. (2014)

Type 2 processing is relatively slow, conscious, explicit and intentional with high cognitive
effort. It requires cognitive capacity to analyze and reflect information comprehensively and
critically (Petty & Wegener, 1999). This process is sequential to reason abstract hypothetical
thoughts which cannot be performed by animals. It relies on knowledge that is acquired by
different cultures and formal education, and thus forms an evolutionally “new mind” (Evans,
2003). Type 2 processes correlates highly with intelligence and aims at long-leashed goals
to maximize personal utilities (Stanovich et al., 2014). Thus, Type 2 processing is a
distinctive form of cognition that enable humans to undertake hypothetical thinking, mental

simulation, and consequential decision making (Evans, 2010).

Impressions and tentative judgements generated by Type 1 might be accepted, supported, or
corrected by controlled processes of Type 2 (Epstein, 1994; Evans & Frankish, 2009;
Kahneman & Frederick, 2002; Sloman, 1996). However, there is controversy about how the
two types of processing work together. Some researchers argue that Type 1 processing and
Type 2 processing operate alternatively (e.g. Fazio, 1986; Fazio & Towles-Schwen, 1999);
some consider the two types of processing occur sequentially (e.g. Gilbert, 1989); and most
believe that they can operate simultaneously (e.g. Chaiken, 1980; Evans & Stanovich, 2013;
Kahneman, 2011; Moskowitz et al., 1999; Petty & Wegener, 1999; Sloman, 1996; Stanovich
etal., 2014).
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Specifically, Evans and Stanovich (2013) explain that Type 1 and Type 2 processing work
together as “default interventionism™: 1) Type 1 operates as the default process when
encountering a stimulus; 2) Type 2 overrides and replace the default Type 1 process when
the decision-makers have low confidence with intuitive judgments, necessary motivation,
time and cognitive capacity to generate more reasoning judgements (Petty & Wegener, 1999;
Thompson et al., 2011). For this study, the assumption of simultaneous-processing will be

adopted to investigate the ethical decision-making of counterfeit consumption.

3.2.2 How does Type 1 work?

Associative memory

Associative memory will operate automatically with Type 1 processes. Associative memory
is “a network of long-term memory for semantic information, emotions and goals that is
governed by the spread of activation, as determined by the strengths of interconnecting
weights” (Morewedge & Kahneman, 2010). When encountering a stimulus, the decision-
maker will search relevant information from memory. The retrieved information will be
weighted and combined to form judgments. Other related knowledge that is not activated in
the associative process will be underweighted or even neglected, which might lead to bias

of judgement and choice (Morewedge & Kahneman, 2010).

Associative memory has three features—associative coherence, attribute substitution, and
processing fluency (Morewedge & Kahneman, 2010). Associative coherence means
information in memory that is consistent with stimulus will be activated more easily and
lead to corresponding responses. For example, when thinking of the elderly, a stereotyped
image (e.g. grey hair, walking slowly) of elderly people will be activated, leading to emotion
of care and respect and motion response of walking slowly unconsciously which will
reinforce the initial impression of the elderly. This is the reciprocity of associative coherence
showing the connections among visual perception, emotions, verbal and facial expressions,
motion reactions or other conscious and unconscious responses (Forster & Liberman, 2007).
Attribute substitution suggests that humans often act as cognitive misers that will substitute
an easier and more accessible attribute for a difficult one, even if the easier one might be
wrong, to generate heuristic judgements which might be misleading (Kahneman &
Frederick, 2002). Processing fluency is the subjective experience about how easy or

difficulty it is to process information and accomplish a cognitive task. It is more fluent to
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process coherent, accessible and simpler information and easier to generate decisions for a

cognitive task (Alter & Oppenheimer, 2009).
Heuristics rules

The three features of associative memory give rise to three major heuristics rules that are
helpful to make intuitive judgements but might lead to bias of Type 1 processing: availability,
representativeness, and adjustment and anchoring (Kahneman, 2011; Tversky & Kahneman,
1974). Availability means Type 1 processing relies on information that has been obtained
and can be easily recalled from memory. For example, one may access the risk of drunk
driving by recalling such occurrences among one’s friends. Representativeness indicates
that information of high similarity and representativeness will be activated and retrieved
from memory more easily to make judgements. For example, people tend to guess a child’s
future occupation by comparing the perceived characteristics of the child and the stereotypes
of different occupations; or use average height of male in the whole population of a country
to estimate the average height of male in a city, regardless the differences in sample size
(Tversky & Kahneman, 1974). Adjustment and anchoring refers to making judgements by
adjusting from a given starting point (an anchor). Different starting points will generate
different judgements. For example, 15,000 HKD per month is considered as high salary
when compared to the median 12,000 HKD, but as low salary when compared to the mean

17,000 HKD.
Framing effect

Judgements will also be influenced by how a situation is presented, which is called the
framing effect (Tversky & Kahneman, 1981). Different “decision frame” means different
descriptions of a situation, its acts, outcomes and contingencies related to a particular choice,
will lead to different conceptions and judgements (Tversky & Kahneman, 1981). For
example, for one problem, positive descriptions are more favored than negative ones, e.g.
loss or gain, mortality or survival. Thus, framing effect influences judgements by
determining what kind of and in what way the information of a problem is provided to a
decision-maker. It has been widely applied in marketing to influence consumer behaviors,
such as framing price promotion messages in effective ways to improve consumption
intentions (Chen et al., 1998). In addition to the presentation of the problem, Tversky and

Kahneman (1981) also point out that framing effect is controlled by norms, personal habits
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and characteristics of the decision-maker.
Prospect theory

Prospect theory holistically analyses how people make decisions under uncertainty by
identifying three common effects of choices under risk: certainty effect, reflection effect and
isolation effect (Kahneman & Tversky, 1979). Certainty effect indicates that decision-
makers tend to rely on sure cues and choose certain options rather than uncertain options.
For example, most people will choose option A rather than option B to guarantee gains and

avoid risk to get nothing.

A: You can get 450 HKD for sure.
B: You have 50% chance to win 1,000 HKD and 50% chance to win nothing.

However, decision-makers are willing to choose uncertain options and risks to take when
they try to avoid a loss. This is the reflection effect referring to the effect of loss aversion.
Decision-makers care more about loss than gain. Between a sure-win option and a possible-
to-lose option, decision-makers will choose the former option to secure gain and avert risk.
Between a sure-to-lose option and a possible-to-win option, decision-makers will choose
the latter option by seeking risk to win and avoid loss. In this case, the effects of reference
points are very important, which echoes the adjustment and anchoring heuristics (Kahneman,

2003).

Therefore, different judgements and choices will be made when a same situation is framed
differently and has different reference points. This refers to the third effect of prospect theory:
isolation effect - Decision-makers will ignore the fact of a similar situation, focus on
different presentations (frame) and anchors, and make different judgements that are

inconsistent and isolated from each other (Kahneman & Tversky, 1979).

3.2.3 How does Type 2 work?

Most of the dual-process theorists have focused on investigating how Type 1 processing
works (e.g. Kahneman, 2011; Kahneman & Frederick, 2005; Tversky & Kahneman, 1981),
but few have studied the working process of Type 2. Exceptions are Ajzen (Ajzen, 1991;
Ajzen & Fishbein, 1980) and Stanovich (2009).

Fazio (1986) first studies how attitudes guide behaviors based on the dual-process theory.
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He points out that the dual processes are spontaneous processing and deliberative processing.
Spontaneous processing is based on the pre-existing general attitudes and perceptions of the
stimulus; while deliberative processing weighs and reconstructs relevant attitudes and
estimates the attitudes’ potential influences. The most famous model of deliberative attitude-
to-behavior process is the Theory of Reasoned Action (Ajzen & Fishbein, 1980) and the
Theory of Planned Behavior (Ajzen, 1991). These two theories have been widely applied in
research of tourist consumer behavior, which has been reviewed in Chapter 3.1 Consumer
Behavior in Tourism. As mentioned in Chapter 3.1, these attitude-to-behavior models have
been criticized by noting that there is no certain relationship between attitude and the actual

behavior which is called the “attitude-behavior gap” (Newholm & Shaw, 2007).

Derived from the broader concept Type 1-Type 2, Stanovich (2009) develops a tripartite
model. Similar to other research, Type 1 thinking is represented by the autonomous mind
that make responses automatically based on prior knowledge and experience. The
contribution of this tripartite model is that it explains one possible mechanism of Type 2
thinking. There are two functions of Type 2 thinking: 1) rationality controlled by the
reflective mind and 2) intelligence controlled by the algorithmic mind (Figure 3-7). This
tripartite model points out that clever people might not always be rational decision makers
and emphasizes the controlled effect of the reflective mind on the algorithmic mind. When
Type 2 works, the algorithmic mind will default to serial associative cognition with a focal
bias (Stanovich et al., 2014). Serial associative cognition relies on a single focal model that
triggers all subsequent thoughts. For example, it focuses on the given evidence that is
directly presented and can prove a statement is true, but ignores the indirect evidence that
can prove the statement is false. It tries to minimize effort by reasoning directly from a given
focal point, ignoring the moderating factors and other possible solutions to a problem

(Sperber et al., 1995; Wilson et al., 2000).
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Figure 3-7 A more complete model of the tripartite structure

This leads to a focal bias which is similar to anchoring heuristic. To avoid this bias, the
reflective mind will initiate a command for the algorithmic mind to interrupt the serial
associative cognition and process cognitive decoupling. Cognitive decoupling disassociates
direct reasoning (led by given information) and process alternative simulations in the mind
(creates alternative hypotheses). New ideas and creativity are usually generated from
cognitive decoupling which is considered a unique function of the algorithmic mind. In
further analyzing the Type 2 knowledge structure, Stanovich (2009) points out that the
reflective mind uses beliefs, goals and general knowledge to control the algorithmic mind
for rational strategies (Figure 3-8). Given the tripartite model’s comprehensive analysis of
Type 2 processing, the development of a conceptual model for this study will refer to the

reflective mind and algorithmic mind for Type 2 processing of ethical decision-making.
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Figure 3-8 Knowledge structures in the tripartite model

3.2.4 Variables of Type 1 and Type 2 processing

Few studies have investigated the variables of Type 1 and Type 2 processes while most of
the dual-process models extensively describing features and relations. The Elaboration
Likelihood Model (ELM) developed by Richard E. Petty and his colleagues (Petty &
Cacioppo, 1986; Petty et al., 2015; Petty & Wegener, 1999) not only explains how Type 1
and Type 2 work together but also identifies possible variables at different stages. According
to the ELM model, decision-making is generally influenced by individual and contextual
variables. Individual variables include personal relevance, need for cognition, knowledge,
expertise, prior experience, emotion, belief and value; contextual variables include available
message (framing effect), distraction, and the effects of group on decision-making (Petty et

al., 1980; Petty & Wegener, 1999).

As shown in Figure 3-9, the ELM model indicates two routes of thinking: peripheral route

and central route. These two routes can co-occur. The personal motivation and ability to
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process decide which route is chosen. The central route will process decisions if there is
high motivation and high ability to process information critically; otherwise, the peripheral

route will process.

Persuasive
Message

l

Person’s Motivation
and
Ability to Process

low high
Peripheral Processing Central Processing
e focus on peripheral cues ¢ focus on message quality
e simple decision rules e scrutiny of arguments
Attitude Change Attitude Change
e temporary e enduring
e susceptible to change o resistant to change

Source: Petty & Wegener (1999)
Figure 3-9 The elaboration likelihood model (brief)

As shown in Figure 3-10, the motivation to process is determined by two variables: personal
relevance and need for cognition. Personal relevance means to what extent the person is
involved in the issue, or how important and relevant the issue is to the person. High personal
relevance and issue-involvement can help to give cognitive responses with high quantity
and better quality, which corresponds to Type 2 thinking (Petty & Cacioppo, 1979, 1984;
Petty et al., 1992). The need for cognition will also affect the motivation to process aspects
of message evaluation, memory recall and persuasion: low cognitive demand for Type 1
process while high cognitive demand for Type 2 process (Cacioppo & Petty, 1982; Cacioppo
et al., 1983). The ability to process is determined by variables like knowledge (expertise,

experience, belief, value), emotion, message (framing effect), and other contextual variables
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like distractions and the effects of group on decision-making.
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Figure 3-10 The elaboration likelihood model (detailed)

The peripheral route relies on available cues and simple decision rules like heuristics and
prospect theory; the attitude change resulting from this route is relatively temporary, easy to

be persuaded and the behavior is unpredictable. The central route processes information
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relatively more extensively and aims at scrutinizing the central merits of the issue (Petty &
Wegener, 1999); the attitude change resulting from this route is enduring, resistant to
persuasion and the behavior is predictable. However, the arguments of attitude change is
criticized by some researchers (e.g. Epstein & Pacini, 1999) that the attitude change
resulting from peripheral route should be more enduring and resistant to persuasion because
it is based on intuition and long-time experience (e.g. expertise) which are difficult to change;
and attitude change resulting from the central route should be temporary and easy to be
persuaded because it depends on reasoning of different information and contexts which can

change over time.

3.2.5 Effects of time, emotion and group on decision-making

The hedonic nature of tourism, the travel schedule and trip composition are major
characteristics that distinguish tourists from normal consumers who shop at home
(McKercher, 2015; Meng & Choi, 2016; Wang et al., 2004). Thus, the effects of time,
emotion and group dynamics on decision-making are discussed specifically since they are

considered highly related to tourist decision making.
The effect of time

The time available to make decisions is one of the essential conditions to process Type 2
reasoning which is slow thinking. The effects of time on judgement and decision-making
have been emphasized in many studies (e.g. Fazio & Towles-Schwen, 1999; Petty &
Wegener, 1999; Samson & Voyer, 2014). The ELM model points out that Type 2 central
route needs time for reflection (Petty & Wegener, 1999). Fazio and Towles-Schwen (1999)
develop the MODE model to use motivation (similar to the ELM model) and opportunity as
the determinants for decision-making. Opportunity means the opportunity to consider the
available information carefully; in other words, whether there is sufficient time to process

Type 2 thinking.

Samson and Voyer (2014) investigate the effects of time by studying consumer decision-
making under emergency purchasing situations (Figure 3-11). This research has identified
similar variables like purchase involvement (product importance, purchase risk, and product
substitutability), individual differences (expertise and trust) and consumption context for

dual process thinking. In general, under unexpected and emergency situations, consumers’
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perception of time pressure and stress might subjectively counter reflective thinking (Type
2) and make decisions heuristically (Type 1). Specifically, heuristic thinking (Type 1) will
dominate decision-making when the perceived level of time pressure is high, the product is
cheap and less important, low risk and high substitutable to meet the basic functional needs

(Samson & Voyer, 2014).
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Figure 3-11 Consumer decision-making under emergency purchasing situation

The effect of Emotion

Emotion can affect judgements and decision-making. Petty et al. (1993) study the effect of
emotion on attitude change. The result of their study is that positive moods will generally
produce more positive attitudes and positive thoughts towards the stimulus in both types of

thinking. Specifically, positive moods have a direct effect on attitudes in Type 1 fast thinking;
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and has an indirect effect on attitudes by modifying the positive thoughts in Type 2 slow
thinking. Petty et al. (2015) further investigate the role of affect in Type 1 process of the
ELM model and Kahneman (2011) comments that the effect of emotion on the psychology
of decision-making is the direction of future research because of the neuroscience behind
decision making. The latest findings in neuroscience find that decision making is emotional
not logical. People who have damaged part of their brain which generates emotions cannot
make decisions, even simple decisions like what to eat. They can describe what they are
doing logically but just cannot make a decision. Neuroscientists argue that logical decisions
are made based on emotion; people make logical decisions because they feel motivated to
do so (Camp, 2015). Lerner et al. (2015) further specify that emotions shape decisions via

affecting the goal activation, content and depth of thinking.
The effect of group

In addition to time and emotion, the effect of group on decision-making is also emphasized
in the ELM model (Petty & Wegener, 1999). In support of this, the research of Petty et al.
(1980) shows that individual responsibility for a cognitive task will be diffused in a group:
the bigger the group size, the less individual thinking, which will either enhance or reduce
the quality of judgements. Thus, it is necessary to take into consideration the effect of group
dynamics on decision-making. In tourism research, the effect of group is often studied in
the context of family decision-making with special focus on the spouse relationship between
husband and wife, and the parental relationship between parents and children. Results show
that women and children have increasing influence on group decision making on vacation
(Barlés-Arizon et al., 2013; Khoo-Lattimore, 2015; Wang et al., 2004). In addition, the role
distribution in families determines the decision-making strategies for holiday choice but can

vary across different tourism contexts (Therkelsen, 2010).

3.2.6 Dual-process theory in tourism research

The necessity to investigate irrational decision making by tourists has begun to gain the
attention of tourism researchers. McCabe et al. (2016) assert that it is time to radically
reappraise the conventional models of tourist decision making which are often based on the
assumption that tourists are rational decision makers and utility maximizers. They apply the
dual-process theory and propose a new conceptual model for destination choice. As shown

in Figure 3-12, the conceptual model acknowledges that there are two systems of decision
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making for destination choice: Heuristic System 1 is emotional, automatic, and intuitive
with less effort, which will process when the level of involvement is low; Systematic System
2 is rational and complex reasoning with more effort, which will process when there is high
involvement. The model points out that destination choice can be affected by recognition-
based heuristic, social heuristic, lexicographic heuristic and trade-off heuristic. The
principles that determine which system to engage are: accuracy-effort, negative emotion
avoidance and decision outcome justification. However, this conceptual model has not been
operationalized and tested in an empirical study but acknowledges the new theoretical trend
for tourist decision-making research. The authors point out that future research is needed to:
identify influential factors of the two systems in different decision contexts; how the two
systems operate together; how the decision outcomes differ between the two systems; and
cultural differences on the dual-process decision making. This PhD research can address

most of these research gaps.
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Figure 3-12 New general model of tourism decision making

3.2.7 Conclusion

In conclusion, this section has reviewed the psychology literature of decision-making as the

psychological basis for conceptual framework development of this study. Dual-process
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theory has been reviewed first to give a general understanding of human mind. There are
two types of thinking: Type 1 and Type 2 processing. The different terminologies of these
dual processes and their characteristics have been summarized, followed by the review of
their relationship and working mechanisms. Type 1 and Type 2 processing can occur
simultaneously. Type 1 process mainly rely on associative memory and influenced by
heuristics, framing effects and rules of prospect theory. Type 2 process is based on
intelligence (the algorithmic mind) and controlled by rationality (the reflective mind). In
general, there are two kinds of variables of dual-process thinking: individual variables (e.g.
motivation, reasoning ability, experience, belief and value) and context variables (e.g.
framing information). The effects of time, emotion and group on decision-making have also
been discussed since these three factors are highly related to tourist decision making. A new
trend of applying dual-process theory on tourist decision making research has also been
reviewed to support the significance of this PhD study. The next section critically reviews
ethical decision-making models. This thesis will synthesis models of dual-process thinking
and ethical decision-making to develop a conceptual model for tourist decision-making in

the context of counterfeit consumption.

3.3 Ethical decision-making

Since counterfeits are illegal, buying counterfeits is considered a controversial issue and
thus the consumption behavior closely relates to ethical decision-making. Ethical decision-
making is defined as “the process of recognizing an ethical dilemma, generating alternatives,
and choosing among them so that the selected alternatives can maximize the most important
ethical values while achieving the intended goal” (Guy, 1990, p.157 ). Moral reasoning and
moral judgement are the two important aspects involved in ethical decision-making. Moral
reasoning is a conscious, intentional, effortful and controlled mental activity that process
available information to make moral judgement. Moral judgement evaluates whether an
action or character of a person accords with a set of virtues that are obligatory by a culture
(Fennell, 2006b). Thus, ethical decision-making is generally considered a purposeful action

based on cultural norms, which is Type 2 processing in decision-making psychology.
Ethical theories are often employed for ethical decision-making. There are two general
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branches of ethical theories: meta-ethics and normative ethics. Meta-ethics consider whether
the nature of ethics is relative or universal. Relativism believes that there is no universal
criteria about what is right or wrong; ethical judgements can differ across cultures (Gensler,
2011; Velazquez, 2002). This cultural relativism is considered highly relevant to tourism
because different ethical perspectives often clash within a destination. Normative ethics
provide guidelines and principles when facing ethical dilemmas. There are four streams of
normative ethics: teleology, deontology, ethics of justice and virtue ethics (Fennell, 2006b;
Schumann, 2001). Teleology focuses on the consequence of the action in question for ethical
judgement: utilitarianism calculates the gain and loss to achieve greatest happiness for the
greatest number of people; while egoism only concerns personal benefits and losses (Clark
& Dawson, 1996). Thus, an action can be judged as ethical if it has positive consequences
regardless of what means were used. Conversely, deontology focuses on the action itself
rather than its consequence. It emphasizes the responsibility to others that individuals should
do the right thing although it may cause negative outcomes to the actor (Hunt & Vitell, 1986).
Contractualism is the deontological ethic that individuals should comply with social
contracts with others (Scanlon, 1982). Ethics of justice ensures fairness through legislation
(Hansen, 1992; Schumann, 2001). Virtue of ethics judges an action as ethical if it can

demonstrate good character traits or virtues of the actor (Fennell, 2006a; Gensler, 2011).

Various models of ethical decision-making have been developed. However, most are
developed from several classical models of ethical decision-making (Craft, 2013; Lehnert
et al., 2015). In this chapter, several classical models are reviewed since they are considered
appropriate for the current PhD research, and they will lay the theoretical basis for the

development of the conceptual model in Chapter 4.

3.3.1 Moral action: Rest’s model

The most widely cited model of ethical decision-making is Rest’s (1986) “Model of Moral
Action” (Chan et al., 2011; Craft, 2013; Lehnert et al., 2015). Rest (1986) develops a four-
step model (Figure 3-13) to describe the psychological process of moral action: moral
awareness, moral judgements, moral intent, and moral behavior. Moral awareness is the first
step to recognize an action or a situation has ethical concerns that might affect others’
interests or expectation (McMahon & Harvey, 2006). Moral judgement evaluates various

courses of action to decide which is morally right or wrong based on moral values. One

46



action is then chosen by the decision-maker to form the moral intention. In the last step, the
decision-maker engages in ethical behavior (Chan et al., 2011). Rest’s (1986) model
provides a basis for subsequent research on ethical decision-making. However, this model
only describes the general process of moral action, but does not address the question of how

moral judgement is made, in other words, the process of moral reasoning (Vigil, 2008).

Moral N Moral N Moral N Moral
awareness judgement intention behavior

Source: Rest (1986)

Figure 3-13 Model of moral action

3.3.2 Level of moral reasoning: Kohlberg’s model

The level of moral reasoning is determined by the moral development which is a hierarchical
process of six stages in three levels (Kohlberg, 1969, 1984) (Figure 3-14). The first level is
pre conventional level. Based highly on an egocentric rationale, moral reasoning at this level
is to avoid punishment by complying with norms and laws (stage 1) or to get benefits like
personal pleasure and revenues (stage 2). A decision maker might disregard social norms
and laws when oriented by hedonism or utilitarianism. The second level is conventional
level. Moral reasoning at this level will not only consider personal benefits but also opinions
of other people to gain social approval. In stage 3, individuals will more likely to do what
is expected by peers, colleagues, family or friends; while in stage 4, individuals will fulfill
responsibilities of organizations and society. Thus, moral reasoning of the conventional level
is oriented by deontology rather than teleology. It should be noted that the first two levels

are both driven by external situations so the moral judgements can be easily changed.
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Stage 1:

Stage 2:

Punishment and Obedience Orientation

(Will I be caught?; sticking to rules to avoid physical
punishment)

Instrumental Relativist Orientation

(What will 1 get out of it?; little consideration given to social
norms and ecological principles; right is an equal exchange,
a fair deal)

Conventional level

Stage 3:

Stage 4:

‘Good Boy/Nice Girl’ Orientation

(Living up to what is expected by peers and people close
to you; people act to gain approval in society by adhering
to social sanctions)

Law and Order Orientation

(Laws promote societal welfare; fulfilling duties and oblig-
ations of social system)

Post conventional level

Stage 5:

Stage 6:

Social Contract Legalistic Orientation

(Societal standards through consensus apply; being aware
that people hold a variety of values)

Universal Ethical Principle Orientation

(Ethical principles chosen regardless of society; when laws
violate principles, acting in accordance with principles.

Source: Fenell (2006b)

Figure 3-14 Kohlberg’s stages of moral development

The third level, called the post conventional level, is the most advanced type of moral
reasoning. It is internally driven and self-regulating that progresses beyond external
influences. In stage 5, individuals will perform moral reasoning from the perspective of a
community (e.g. social contract). For example, an individual will judge whether to obey a
certain law by considering its impacts on the community; the law will be disobeyed if it
impairs the rights of the community. In stage 6, the perspective of moral reasoning moves
beyond community to the universe. All ethical principles from all cultures and societies will
be considered and what is just is just for all humanity and ecology. In this stage, the moral
sense of the decision maker goes beyond the personal needs and the expectation of peers,
families and organizations. Moral reasoning at this stage is cosmopolitan in nature and is

featured by a deep sense of personal commitment (Fennell, 2006b).
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Generally, an individual’s moral development will move from the pre conventional level to
conventional level when he or she is growing up. Ethical learning and training can help to
accelerate the developmental process (Kohlberg, 1984; Penn & Collier, 1985) and
Kohlberg’s model of moral development can be applied universally since there is no
difference between cultures (Nisan & Kohlberg, 1982). The Kohlberg’s model makes the
first attempt to measure individual ethical decision-making and has provided the basic
framework for later research on measurements of ethical judgements. However, it has been
criticized that this moral development model does not consider the individual and situational

factors that affect moral decision-making (Fennell, 2006b).

3.3.3 Individual and situational effects: Trevino’s interactionist model

Developed from Kohlberg’s model of moral development, Trevino (1986) proposes a model
of ethical decision-making in organizations considering the interaction of cognitions,
individual moderators and situational moderators (Figure 3-15). After recognizing an ethical
dilemma in an organization, the decision-maker will start moral reasoning based on personal
stage of cognitive moral development (Kohlberg, 1984). This determines the ethical
perspective (teleology or deontology, relativism or universalism) of moral reasoning. In
general, individuals of higher moral development can analyze an ethical dilemma more
comprehensively and provide more sophisticated reasons to justify an ethical decision

(Kohlberg, 1984).
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Figure 3-15 Interactions model of ethical decision-making in organizations

Individual moderators including ego strength, field dependence and locus of control will
influence how individuals act on the cognition stage of moral development (Trevino, 1986).
Ego strength is the capacity to resist impulses and distractions from others, and insist on self
judgements about what is right or wrong. Individuals are considered to be field dependent
when they refer to guidance of others for moral judgement. Locus of control measures
whether the source of control for ethical decision-making is external or internal. When the
locus of control is external, individuals will rely on other sources to guide ethical decision-
making and be less likely to take responsibility for their behaviors; when the locus of control
is internal, individuals will be responsible for their ethical choices. Therefore, individuals
who have high ego strength, are field independent and are internally controlled will have a
higher ability to make moral judgements of their own and resist different opinions of others;
and the moral behaviors of these individuals will be more consistent with their moral

judgements than their counterparts.

Situational moderators have three categories: immediate job context, organizational culture
and characteristics of the work (Trevino, 1986). Immediate job context refers to the pressure
and interactions (e.g. time pressure, and reinforcement of reward or punishment) occurred

at the work place which will impact individual moral behavior. Organizational culture will
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also influence ethical behavior through the company’s normative structure (norms or code
of ethics that guide employee behavior), referent others (important and influential people in
the company), obedience to authority, and responsibility for consequences. Characteristics
of the performed work means role-taking and its responsibility for the resolution of moral
conflict. This encourages individuals to rethink their roles and corresponding
responsibilities in the company, and thus help to improve their moral awareness and advance
their moral development. However, Trevino’s (1986) model has been criticized that it
overlooks important individual moderators such as personal experience and the effect of
actual consequences (Craft, 2013). Actual consequence is the post-purchase satisfaction. In
the situation of counterfeit purchase, the actual consequence is positive when it matches the
ethical judgement that buying counterfeits is acceptable without negative ethical influences

on the decision maker; otherwise, the actual consequence is negative.

3.3.4 Learning from the feedback: Hunt and Vitell’s general theory model

Hunt and Vitell (1986) develop a comprehensive model of ethical decision-making (Figure
3-16). Their general theory of marketing ethics not only emphasizes personal experience as
an individual factor, but also include cultural and industrial environment as situational
factors. They also assert that moral judgement is the result of weighing teleological
evaluation (personal gains) and deontological evaluation (responsibility to others). The
highlight of this model is a feedback flow from the actual consequences of the ethical
behaviors to personal experience. Individuals can learn from the actual consequences of the
previous selected ethical choices, which enriches the personal experiences that affect future
ethical decision-making for similar dilemmas. This learning process can help to advance the

stage of moral development as mentioned by Kohlberg (1984).
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Figure 3-16 General theory of marketing ethics

However, most of the ethical decision models have been criticized that they only focus on
the decision-making process but pay little attention to the ethical issue itself (Lehnert et al.,

2015).

3.3.5 Characteristics of the moral issue: Jones’s issue-contingent model

Jones (1991) develops an issue-contingent model emphasizing the characteristics of moral
issue based on the models of Rest (1986), Trevino (1986) and Hunt and Vitell (1986). The
model includes a new notion of moral intensity to represent the moral issue’s characteristics,
proposes variables for moral intensity, and shows that moral intensity effects all four
processes of ethical decision-making. There are six aspects of moral intensity (Figure 3-17):
magnitude of consequences, social consensus, probability of effect, temporal immediacy,

proximity, and concentration of effect (Jones, 1991).
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Figure 3-17 An issue-contingent model of ethical decision making in organizations

Magnitude of consequences is the total benefits or harm done to the beneficiaries or victims
of the behavior in question. The evaluation of magnitude of consequences is based on
empirical evidence, observation, or common-sense understanding. Social consensus
measures to what extent a moral judgement or behavior is agreed by others, e.g. families,
friends and co-workers. Probability of effect calculates the likelihood that an action in
question will actually happen and cause the predicted consequences (benefits or harm). If
the probability is low, individuals will marginally compromise their moral standards and be

more likely to engage in unethical behavior.

Temporal immediacy is the length of time between the present action and the onset of its
consequences. High immediacy means the consequence of a moral behavior influences the
beneficiaries or victims shortly after doing the behavior. Proximity is the feeling of nearness

(social, cultural, physical or psychological) between a behavior in question and the
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beneficiaries or victims. For example, unethical behavior of family members will have
greater moral proximity (social, psychological or physical) than unethical behaviors of
others who are distant. This concept is similar to “self-relevance” or “issue-involvement” in
the psychological studies of decision-making (e.g. Petty & Wegener, 1999). Concentration
of effect refers to the number of beneficiaries or victims. The effect of cheating an individual
is much more concentrated than that of cheating a group of people. Singhapakdi et al. (1996)
made the first attempt to develop six items to measure each of the six scales of moral
intensity (Table 3-3). Based on four marketing ethics scenarios, they found out that the
ethical perception and intentions of marketers in United States are positively affected by

moral intensity.

Table 3-3 Moral intensity items

Moral intensity scale Item

Magnitude of The overall harm (if any) done as a result of the

consequences [marketer]’s action would be very small.

Social consensus Most people would agree that the [marketer]’s action is
wrong.

Probability of effect There is a very small likelihood that the [marketer]’s
action will actually cause any harm.

Temporal immediacy The [marketer]’s action will not cause any harm in an
immediate future.

Proximity If the [marketer] is a personal friend of the [victim], the
action is wrong.

Concentration of effect The [marketer]’s action will harm very few people (if
any).

Source: Singhapakdi et al. (1996)

In conclusion, the issue-contingent model focuses on the moral issue itself by considering
its consequence, predicting the probability to happen actually, whether it will be accepted
by other people, how fast the consequence will come into effect, how close and how strong
its effects are to the decision makers. However, the Jones’ (1991) model together with most
other ethical decision-making models are based upon the assumption that decision makers
are always rational and overlooks the effect of emotion and intuition on ethical decision-

making.

3.3.6 The role of emotion: Gaudine and Thorne’s cognitive-affective model

While the effect of emotion on ethical decision-making has been well identified (e.g. Etzioni,
1988; Gibbard, 1990), it is not clear how emotions influence individual ethical decision-
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making in organizations. To address this gap, Gaudine and Thorne (2001) develop a
cognitive-affective model to explain the role of emotion in the process of ethical decision-

making (Figure 3-18).

DIMENSIONS COMPONENTS OF ETHICAL DECISION
OF

EMOTION PROCESS OUTCOME

—— | Identification
_— of Dilem
Feeling State e

Feeling State )

—— | Prescriptive
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Prescriptive
Reasoning

Feeling State | = — | Ethical
otivation

Intention

—_— Ethical —— | Ethical

Character Behavior

Source: Gaudine & Thorne (2001)
Figure 3-18 The role of emotion in ethical decision-making

There are two dimensions of emotion: feeling state and arousal. Feeling state is the
individuals’ emotions which can be positive (e.g. happy, optimistic) or negative (e.g. sad,
depressed). Arousal is the level of intensity of the feeling state, ranging from quiet to aroused.
For example, an individual is elated when he is happy and aroused; calmed when happy and
quiet; distressed when unhappy and aroused; and bored when unhappy and quiet. The
research result shows that emotion is intrinsic and can influence all stages of moral decision-
making from identifying ethical dilemmas, moral reasoning to ethical behavior. Specifically,
the result shows that individuals are more likely to do sophisticated moral reasoning (Type
2 process) when their emotions are positive and aroused. Therefore, they argue that emotions
should not be ignored or avoided, and should not be considered as antithetical to rational

ethical decision-making (Gaudine & Thorne, 2001).
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3.3.7 Moral intuition: Haidt’s social intuitionist model

Haidt (2001) argues that people make moral judgements more by moral intuition, and moral
reasoning is a post hoc process after a moral decision made, which is in line with the Type
1 intuition thinking. Moral intuition is the “sudden appearance in consciousness of a moral
judgement, including an affective valence (good—bad, like—dislike), without any conscious
awareness of having gone through steps of searching, weighing evidence or inferring a

conclusion” (Haidt, 2001, pp.817-818).

2
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3

Source: adapted from Haidt (2001)
Figure 3-19 Ethical decision-making based on moral intuition

As shown in Figure 3-19, the social intuitionist model explains the relationship of moral
intuition and moral reasoning: (1) judgements are made automatically based on moral
intuition; (2) moral reasoning takes places post hoc, and tries to rationalize the moral
judgements made before; (3) or moral reasoning comes up with different judgements and
overrides the moral intuition judgements (Haidt, 2001). Haidt’s (2001) model is supported
by later research (e.g. Sonenshein, 2007) that since the context of ethical dilemmas is often
under time pressure, Type 1 intuitive thinking should be an important means for ethical
decision making. However, Haidt’s model does not consider the situation that moral

intuition and moral reasoning can work together at the same time (Woiceshyn, 2011).

3.3.8 Dual-process decision making: Woiceshyn’s integrative model

Adopting dual-process theory, Woiceshyn (2011) proposes a model for ethical decision
making in business based on interview results of 16 chief executive officers (Figure 3-20).
The model shows how moral reasoning (conscious processing) and moral intuition
(subconscious processing) interact through forming, recalling, and applying moral
principles that are necessary for long-term business success. The moral principles followed

by CEOs are found to be self-interest, rationality, honesty or justice.
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Source: Woiceshyn (2011)
Figure 3-20 An integrative model for ethical decision making

The stages of rational processing are developed from Rest’s (1986) Model of Moral Action
from moral awareness, moral judgement, and moral intention to moral behavior. In the stage
of moral awareness, related memories are searched subconsciously. The relevant
information retrieved from memory will be used for identification of applicable moral
principles (moral judgement) and application of principles (moral intention). In the last stage,
the decision of moral reasoning (moral behavior) will be stored in memory as personal
experience, which is similar to the feedback flow of the Hunt and Vitell’s (1986) model.
However, this model is derived from qualitative interviews of business leaders for long-term
decision making, and it is not clear what factors affect the two processes. Further study is

needed to investigate ethical decsion-making of general individuals under time pressure.

3.3.9 Factors of ethical decision-making

In a recent review paper of ethical decision-making models, Lehnert et al. (2015) have
reviewed empirical literature of ethical decision-making published in the past three decades
and summarized factors that affect ethical decision-making into three types: individual
factors, organizational factors and moral intensity. Dependent variables are awareness,
judgement, intent and behavior which form the general process of ethical decision-making
(Rest, 1986). As shown in Figure 3-21, individual factors include demographic variables
(e.g. age, nationality, education, employment, and gender), cognitive moral development /
ethical judgement, locus of control, philosophy / value orientation and other individual
factors. Organizational factors include code of ethics, ethical climate / culture, rewards /
sanctions and other organizational factors. Moral intensity factors are magnitude of
consequences, social consensus, probability of effect, temporal immediacy, proximity, and
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concentration of effect (Jones, 1991). Among the four steps of ethical decision-making,
judgement is the focus of the most research; and the top ten explanatory variables that have
been used are philosophy / value orientation, gender, education & employment & experience,
moral intensity, nationality / culture value, cognitive moral development, age, and

personality (Craft, 2013; Lehnert et al., 2015; O’Fallon & Butterfield, 2005).
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IV (broad) IV (specific) Awareness Judgment Intent Behavior Total

Individual Age 5 1 5 1 12
factors Awareness 1 2 3 6
Biases 1 1
Cognitive moral development/ 4 7 7 12 30
ethical judgment
Conflict 1 1 2
Education, employment, job 10 5 11 1 27
satisfaction and work experience

Gender 9 4 12 4 29
Intent 3 3
Locus of control 3 1 2 2 8
Machiavellianism 2 1 3
Nationality 6 2 4 5 17
Need for cognition 1 1 2
Organizational commitment 1 1 2 4
Philosophy/value orientation 11 11 8 14 44
Professional affiliation 3 3
Religion 4 1 3 2 10
Significant others 3 1 3 7
New factors 8 8 13 11 40
Individual factors total 66 46 71 65 248
Moral intensity Moral intensity 7 2 12 8 29
Organizational  Bias 1 1
factors Codes of ethics 1 302 6
Ethical climate/culture 1 4 1 5 11
External environment 1 1 2
Industry type 1 1
Intent 1 1
Organizational climate/culture 4 2 2 2 10

Organizational size 2 1
Professional affiliation 2 2
Rewards and sanctions 2 3 1 3 9
Significant others 2 2
Subjective norms 1 1 2
Training 1 1
New 1 8 9
Organizational factors total 8 8 15 20 18
Total 81 63 102 91 337

Source: Lehnert et al. (2015)

Figure 3-21 Empirical studies examining effects by dependent variable

Since this PhD study investigates the ethical behavior of individual tourists, moral intensity
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and key individual factors (demography, philosophy / value orientation, cognitive moral
development) will be selected from the business ethics literature and situational factors will
be identified in the tourism context rather than business organization for the measurement
of ethical decision-making. The measurement that best integrates ethical judgement and
ethical philosophy is the multidimensional ethics scale (MES) developed by Reidenbach
and Robin (1988, 1990). Below is the literature review on various measurements of ethical

decision-making.

3.3.10 Measurement of ethical decision-making

Most of the current literature mainly uses three approaches to measure ethical decision-
making (Casali, 2011). The first approach is to measure levels of moral development based
on Kohlberg (1984)’s model of moral development. The measurement tools for this
approach are the defining issues test (DIT) (Rest, 1979; 1986) and the managerial judgement
test (MJT) (Lind, 1978; 1995). The DIT identifies an individual’s stage of moral
development by measuring which level of principles will be considered or preferred in
ethical decision-making. On the other hand, the MJT determines the stage of moral
development by measuring how consistently a particular principle is followed in ethical
decision-making. However, this approach has been criticized because individuals may not
necessarily fit into any one stage of moral development, and moral development is not the
only factor that determines ethical decision-making, since other external factors, such as

situational factors, can also have significant influences (Casali, 2011).

The second approach is to measure ethical ideologies with respect to relativism and idealism
using the tool of ethics position questionnaire (EPQ) (Forsyth, 1980; 1981; 1985; 1992).
The EPQ asserts that ethical decision-making is determined by personal moral philosophies.
Relativism and idealism are the two fundamental dimensions of moral philosophies.

However, it is over simplistic to categorize individuals into these two ethical positions.

The third approach is to investigate individual ethical decision making based on ethical
principles: egoism, utilitarianism, justice, deontology, etc. The measurement tools for this
approach are the managerial value profile (MVP) (Sashkin et al., 1997), and the
multidimensional ethics scale (MES) (Reidenbach & Robin, 1988; 1990). The MVP
investigates three ethical principles that guide an individual for decision-making:

utilitarianism, individual rights (deontology) and social justice. However, the MVP does not
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include other possible ethical principles such as egoism.

The MES is a more holistic tool that measures ethical decision making according to various
ethical principles. Reidenbach and Robin (1988) developed the first version of MES in five
ethical principles: justice, relativism, egoism, utilitarianism and deontology (Cohen et al.,
2001). Later they developed the second version of MES (Reidenbach & Robin, 1990) that
was condensed to three dimensions: broad-based moral equity, relativism, and
contractualism (Table 3-4). A seven-point Likert scale is used to measure the respondents’

values towards eight items.

Table 3-4 The multidimensional ethics scale (MES)

Broad-based Just-unjust
moral equity Fair-unfair
Morally right-not morally right
Acceptable to my family-not acceptable to my family

Relativism Culturally acceptable-culturally unacceptable
Traditionally acceptable-traditionally unacceptable

Contractualism Violates an unspoken promise-does not violate an unspoken promise
Violates an unwritten contract-does not violate an unwritten contract

Source: Reidenbach & Robin (1990)

The MES is the most well-known measure in business ethics studies and has been built on
and extended by later studies (Mudrack & Mason, 2013). The refined MES developed by
Cohen et al. (2001) will be adopted to measure ethical judgements for this study. There are
five ethical philosophies: moral equity, contractualism, utilitarianism, relativism and egoism
(Cohen et al., 2001). In addition, the refined MES also measures the probability of taking
the action in question and the overall ethical judgement. Table 3-5 shows the detailed items

of the refined MES by Cohen et al. (2001).

Table 3-5 The refined multidimensional ethics scale (MES)

Ethical judgement
Moral equity
Just 7654321 | Unjust
Fair 7654321 | Unfair
Morally right 7654321 | Not morally right
Acceptable to my family 7654321 | Not acceptable to my family
Relativism
Culturally acceptable 7654321 | Culturally unacceptable
Traditionally acceptable 7654321 | Traditionally unacceptable
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Egoism

Self-promoting for the actor 7654321 | Not self-promoting for the actor
Personally satisfying for the actor | 7654321 | Not personally satisfying for the
actor
Utilitarianism
Produces the greatest utility 7654321 | Produces the least utility
Maximizes benefits while 7654321 | Minimizes benefits while
minimizing harm maximizing harm
Contracturalism
Does not violate an unwritten 7654321 | Violates an unwritten contract
contract
Does not violate an unspoken 7654321 | Violate an unspoken promise
promise

Probability of taking action:
The probability that my peers would undertake the same action is:
High [ 7654321 | Low
The probability that I would undertake the same action is:
High [ 7654321 | Low
The overall measurement of ethical judgements:
I believe the described action is:
Ethical | 76 54 3 2 1 | Unethical
Source: Cohen et al. (2001)

3.3.11 Conclusion

In conclusion, rational models of ethical decision-making in an organizational context
dominate this area of research. The general process involves recognizing an ethical dilemma
(moral intensity), identifying cognitive stages of moral development, and taking into
account individual and situational factors to make moral judgements. Ethical intentions will
then be established and lead to the final ethical or unethical behavior. The actual
consequences will contribute to personal experiences. The measurement of ethical decision-
making is also reviewed. Few researchers argue that ethical decision-making can also be
intuitive without reasoning, and emotion has an important impact on ethical decision-
making. In the next chapter, neutralization will be reviewed to understand how people

rationalize their unethical behavior.

3.4 Neutralization

Unlike individuals in organizations, consumers are not constrained by organizations (e.g.

company code of ethics or regulations). They will use their own resources (e.g. money and
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time) to buy and leave shops after purchase. Hence consumers have relatively more freedom
and less constraints of rules. Consumers might behave contradictorily to their ethical
concerns (Carrigan & Attalla, 2001) and justify their deviant behaviors. Neutralization is a
process through which individuals rationalize their deviant behaviors by excusing
themselves or blaming other people. Neutralization helps individuals cope with decision
conflict and psychological tensions such as guilt and blame (Chatzidakis et al., 2006). As
shown in Figure 3-22, the ability to neutralize influences the process of ethical decision-

making according to the research of Chatzidakis et al. (2006).
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Source: Chatzidakis et al. (2006)

Figure 3-22 The influence of ability to neutralize on ethical decision-making

Sykes and Matza (1957) outline five neutralization techniques and their pioneering work
has been built on by others (Chatzidakis et al., 2006; Strutton et al., 1994). These techniques

include:

Denial of responsibility — consumers argue that they are not personally accountable for the

unethical behavior because of factors beyond their control, e.g. “It’s not my fault to throw
rubbish because the government does not make recycling easier.” In the context of
knowingly purchasing counterfeit goods, this would be: “it’s not my fault I purchase
counterfeit goods, the Hong Kong government should ban / close down the counterfeit

sellers, so that I can’t buy these types of goods.”

Denial of injury — this is where the unethical behavior does not cause any serious injury and

no one is directly affected. In the context of knowingly purchasing counterfeit goods, this
would be: “There’s no harm done — purchasing one or two fake Rolex watches or Louis

Vuitton bags, the designer brands are rich anyway.”
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Denial of victim — this occurs when unethical behaviors are justified by arguing that the

violated party deserves whatever happened. In the context of knowingly purchasing
counterfeit goods, this could be “It’s the designer brand’s fault, the designer brands should

make it more difficult to copy their designs.”

Condemning the condemners — this occurs where the unethical behaviors are justified by

pointing out those who condemn engage in similarly disapproving activities. In the context
of knowingly purchasing counterfeit goods, this could be “It’s a joke they should complain
about me buying counterfeit goods when these companies are making products in sweat

shops with child labor.”

Appeal to high loyalties — this occurs when consumers argue that the unethical behaviors

are the result of the failed attempts to actualize some higher order ideal or values.
Counterfeit-purchasing tourists might argue “I tried to buy the original brand named goods
but I couldn’t find any at these markets” or “I wanted to buy the original brand name goods

but the queues were too long.”

Other scholars have built upon Sykes and Matza’s work. Coleman (1994 cited in Cromwell
and Thurman, 2003) noted several more neutralization techniques: The Defense of
Necessity (“I Had No Other Choice”) and Everybody Does It. Cromwell and Thurman
(2003a), in the context of shoplifting, add a further two techniques: Justification by
Comparison (“If I Wasn’t Shoplifting I Would Be Doing Something More Serious”) and
Postponement (“I Just Don’t Think About It”).

As stressed by McKercher et al. (2008), neutralization provides a useful framework for
examining minor and infrequent forms of deviant behavior. Neutralization has been used
predominantly in sociology, but has rarely been used to explain tourist behavior. McKercher
et al. (2008) examine how tourists justify their climbs of Uluru, Australia, a contested
cultural heritage site. Many people participate in the climb although this behavior is
considered by the indigenous peoples of Australia as being socially inappropriate and
culturally insensitive. The justification by most tourists is that “I am just a tourist; I can do
what [ want”. They claim they are entitled to do such behavior. Neutralization will be used

for conceptual framework development of this research.
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3.5 Conclusion

In conclusion, although psychological studies of decision-making have long proven that
decisions can be made by intuition (Type 1 process) or reasoning (Type 2 process), most
current studies on ethical decision-making and tourism consumer behavior have taken the
perspective from Type 2 slow thinking and developed rational models, resulting to a
research gap of Type 1 fast thinking. While the attitude-behavior gap has been recognized,
there are few studies investigating the attitude-behavior gap for ethical decision-making.
While research of tourism consumer misbehavior is seldom explored, the application of

neutralization in this kind of research is even rarer.

It is also worth noting that the concepts between ethical/unethical behavior and
rational/irrational behavior are not clear. Existing literature appears to use these terms
interchangeably, thus implying that ethical/unethical behavior is equal to rational/irrational
behavior. However, it is possible that ethical behavior can be irrational while unethical

behavior can be rational (Stanovich, 1999; Haidt, 2001; McKercher, et al., 2008).

To address these gaps, the next chapter will synthesize models from dual-process theory,
ethical decision-making, consumer demand for counterfeits and neutralization to develop a
conceptual model which explores the correlation between types of thinking and the
ethical/unethical behavior, and considers the effects of emotion and time pressure to address

the hedonic nature and tight schedule of tourist consumers.
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4 Conceptual framework and hypotheses

To address the research gaps outlined in Chapter 3.5, a dual-process model of ethical
decision-making for counterfeit consumption by tourists (Figure 4-1) is developed to
explore how tourists make ethical decisions when they purchase counterfeit products. As
discussed above, most ethical decision-making models assumes individuals are rational and
perform systematic reasoning when dealing with ethical issues. However, Haidt (2001)
argues that ethical decisions are often made by moral intuition, and moral reasoning is a
post-hoc process to rationalize or correct the judgements of moral intuition. Building on
Haidt’s model, Woiceshyn (2011) proposes an integrative model to explore how moral
intuition and moral reasoning interact for ethical decision-making in business. Applying
dual-process theory to destination choice has also appeared as a new theoretical
development in tourism research (e.g. McCabe et al., 2016). However, empirical research
about how tourist consumers make ethical decisions based on dual-process thinking is still

rare, which is the research gap that this PhD study will address.

The conceptual model of this study is different from most previous ethical decision-making
models because it adds dual-process models from psychology to holistically investigate two
thinking processes and its factors: Type 1 fast thinking based on intuition and Type 2 slow
thinking based on reasoning. The two types of thinking can process simultaneously as
discussed in Chapter 3.2.1. Most of the current dual process models in psychology, even
those that assert the two types of thinking can co-occur, show the process in flow charts that
use sequential arrows to describe the working process such as the Elaboration Likelihood
Model (ELM model) (Petty & Wegener, 1999). This is confusing for researchers since
sequential arrows in flow charts indicate the two types of thinking operate alternatively or
in sequence. Thus, the conceptual model in this research uses parallel structure (e.g. parallel
arrows) to show the co-occurrence of Type 1 and Type 2 thinking (Figure 4-1 and Figure 4-
2).

The central process of ethical decision-making is mainly adapted from Rest’s (1986) Model
of Moral Action and Trevino’s (1986) Interactionist Model which describe the main stages
of ethical decision-making as being from recognition of ethical dilemma, ethical judgement
(cognitive moral development) to ethical behavior (Figure 3-13). However, this conceptual

model distinguishes itself by synthesizing models from ethical decision-making, dual
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process theory, consumer demand for counterfeits, and neutralization. The following

passage provides a detailed explanation of the conceptual model developed by the author.

There are six stages of ethical decision-making as shown in Figure 4-1: ethical dilemma,
motivation & opportunity to process, ethical judgement, ethical / unethical behavior (buying
counterfeits is unethical while not-buying is ethical), actual consequence and personal
experience that will affect the next ethical decision-making. Personal experience can also
affect destination image in the context of tourism. Between the two stages of ethical
judgement and ethical behavior, the moderating effect of judgement-behavior gap will be
considered. Each stage of ethical decision-making can be Type 1 fast thinking or Type 2
slow thinking.

As mentioned in Chapter 3.2.1, this PhD study will adopt the assumption that Type 1 and
Type 2 thinking can process simultaneously to investigate the ethical decision-making of
counterfeit consumption. Hypothesis 1 proposes that an individual will use one type of
thinking consistently from the beginning to the end for all stages of ethical decision-making.
For example, if Type 1 fast thinking is chosen at the first stage when facing ethical dilemmas,
all the subsequent stages will adopt Type 1 fast thinking, or in other words, consistent with
the hypotheses related to Type 1 thinking from previous literature. If H1 is rejected, the

assumption of simultaneous-processing is supported.

Hypothesis 1: A tourist only uses one type of thinking when making ethical decision of

buying counterfeits.
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Comte

Source: adapted from Rest (1986), Trevino (1986), Jones (1991), Petty and Wegener (1999), Gaudine and Thorne (2001), Fazio and Towles-Schwen (1999), Kohlberg
(1984), Kahneman (2011), Stanovich et al. (2014), Chaudhry and Zimmerman (2009), Newholm and Shaw (2007), Hunt and Vitell (1986)

Figure 4-1 A dual-process model of ethical decision-making for counterfeit consumption by tourists
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Figure 4-2 shows the detailed scales and hypotheses of ethical decision-making. The
hypotheses are developed based on findings of previous research on dual-process theory,
ethical decision-making and tourist destination choice. However, most of the hypotheses
have only been tested in the context of business organization or destination choice, but need

to be tested in the context of tourist ethical consumption, in this study, purchasing

counterfeits:

Type 1 fast < Ethical decision-making Type 2 slow

thinking thinking

Hypothesis 2: Ethical dilemma Hypothesis 2:

Low moral < Moral intensity (Jones, 1991)  +——» High moral

intensity intensity

Hypothesis 3: Motivation & opportunity to Hypothesis 3:

» Low personal process » High personal
relevance » Personal relevance (Petty relevance

» Low cognitive & Wegener, 1999) » High cognitive
effort » Need for cognition (Petty effort

» Negative & Wegener, 1999) » Positive
emotion » Emotion (Gaudine & emotion

» Limited time Thorne, 2001) » Sufficient time

» Time (Fazio & Towles-
Schwen, 1999; Samson &
\oyer, 2014)

Hypothesis 4: Ethical judgement Hypothesis 4:

» Cognitive Individual factors: » multidimensio
level of moral » Demography: age, gender, nal ethics scale
development |« education, nationality, etc. (MES) by
(Kohlberg, » Cognitive moral Cohen et al.
1984) development (2001)

» Framing effect » Philosophy / value
(Kahneman, orientation
2011) Situational factors:

» Location: at home, on
holiday

» Product attributes: price,
quality

» The effect of group

» Social marketing strategies
of counterfeits and genuine
products

Source: Chaudhry and

Zimmerman (2009), Lehnert et

al. (2015)

Hypothesis 5: Judgement-behavior gap Hypothesis 5:

» Lowego (Newholm & Shaw, 2007) > Highego
strength » Ego strength strength

» Field dependence
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Figure 4-2 A dual-process model of ethical decision-making for counterfeit consumption
by tourists: variables and hypotheses tests
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The detail explanation of Figure 4-2 is as follows:
Ethical dilemma

Most ethical decision-making models (e.g. Haidt, 2001; Hunt & Vitell, 1986; Trevino, 1986)
have been criticized by only focusing on the decision-making process but neglect the ethical
dilemma itself. Jones (1991) develops the concept of “moral intensity” to investigate the
effect of the characteristics of ethical issues on ethical decision-making. However, Jones’
model was developed in the business organization context and mainly focuses on the ethical
issue itself. Therefore, it is necessary to develop a holistic model to consider both the ethical
issues and decision-making process under non-organizational contexts such as tourism. To
address this gap, this conceptual model will add Jones’ concept of moral intensity to the
study of ethical dilemmas. The measurement of moral intensity is adapted from the work of
Singhapakdi et al. (1996) which developed six items to measure each of the six scales of
moral intensity (Table 4-1). In this study, a five-point Likert scale will be used to investigate

the degree of agreement of respondents.

Table 4-1 Measurement of moral intensity

Moral intensity scale Item

Magnitude of consequences | The overall harm (if any) done as a result of the purchase
behavior would be very small.

Social consensus Most people would agree that the purchase behavior is
wrong.

Probability of effect There is a very small likelihood that the purchase
behavior will actually cause any harm.

Temporal immediacy The purchase behavior will not cause any harm in an
immediate future.

Proximity If the one who buy counterfeits is a personal friend of the
brand owner (victim), the purchase behavior is wrong.

Concentration of effect The purchase behavior will harm very few people (if
any).

Source: adapted from Singhapakdi et al. (1996)

Individuals will marginally compromise their moral standards and be more likely to engage
in unethical behaviors when the moral intensity is low (Jones, 1991). The cognitive effort
required for ethical judgment is also lower when the moral intensity is perceived to be low.
Thus, Hypothesis 2 is developed to test the relationship between moral intensity and types
of thinking. H2 assumes that if the moral intensity of counterfeit consumption is perceived

to be low by tourists, Type 1 fast thinking will be used; otherwise Type 2 slow thinking will
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be used:

Hypothesis 2a: Type 1 fast thinking will be used if moral intensity is perceived to be low;
Hypothesis 2b: Type 2 slow thinking will be used if moral intensity is perceived to be
high.

Motivation & opportunity to process

This second stage of the dual-process model of ethical decision-making is adapted from
psychological models, specifically the ELM model (Petty & Wegener, 1999) and the MODE
model (Fazio & Towles-Schwen, 1999), which is a newly added stage to general ethical
decision-making models. Personal relevance, need for cognition (Petty & Wegener, 1999),
emotion (Gaudine & Thorne, 2001; Gnoth, 1997; Petty et al., 1993) and the time available
influence the motivation and opportunity to process Type 1 or Type 2 thinking. The
measurement of personal relevance is adapted from Huang et al. (2014); the measurement
of cognitive effort is adapted from Decrop and Kozak (2014) and Huang et al. (2014); and

the measurement of emotion is adapted from Gaudine and Thorne (2001).

Previous psychological research found that high personal relevance and high cognitive
effort can help to give cognitive responses with high quantity and better quality, which
corresponds to Type 2 slow thinking (Petty & Cacioppo, 1979, 1984; Petty et al., 1992). In
addition, Gaudine and Thorne (2001) found out that Type 2 slow thinking is more likely to
be used when individual emotions are positive and emotions aroused. Thus, the hypothesis

for this stage is:

Hypothesis 3a: Type 1 fast thinking will be used if personal relevance is low, cognitive
effort is low, emotion is negative, and time is limited;
Hypothesis 3b: Type 2 slow thinking will be used if personal relevance is high, cognitive

effort is high, emotion is positive and time is sufficient.
Ethical judgement

The most prominent individual factors that affect ethical judgement are demographic factors,
cognitive moral development / ethical judgement and philosophy / value orientation
according to Lehnert et al. (2015) (Figure 3-21). Situational factors include location (at
home or on holiday) (McKercher, et al., 2008), product attributes (price and quality)
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(Chaudhry & Zimmerman, 2009) and the effect of group dynamics (e.g.Petty et al., 1980).
Social marketing strategies are also considered a situational factor that influences ethical
decision making: the effect of marketing strategies by counterfeit sellers on convincing
counterfeits consumption; and the effect of anti-counterfeit marketing strategies on

compacting counterfeits consumption.

Type 1 fast thinkers mainly follow heuristic rules to make ethical judgement (Kahneman,
2011). Heuristic rules highly rely on available knowledge and previous experience which
have been stored in memory. In the situation of ethical decision making, the heuristic rules
here are the cognitive level of moral development (Kohlberg, 1984; Trevino, 1986) that has
formed as a result of previous education and experience. Thus, Type 1 fast thinkers will
automatically refer to his / her cognitive level of moral development as the main guideline
for ethical decision making. Previous studies found ethical decisions of low moral intensity
issue is often guided by teleology than deontology (Sparks & Siemens, 2014). This means
the cognitive level of moral development is low. Since Hypothesis 2 assumes that Type 1
fast thinking is used when moral intensity is low, to keep consistent, Hypothesis 4 assumes
that Type 1 fast thinkers will follow lower cognitive level of moral reasoning. In addition,
Type 1 fast thinkers are easily affected by the framing effect according to the ELM model
(Petty & Wegener, 1999). In this study, the effectiveness of marketing strategies of
counterfeit sellers is used to measure the framing effect. The hypothesis for ethical

judgement of Type 1 fast thinking is:

Hypothesis 4al: Type 1 fast thinkers will follow lower cognitive level of moral reasoning.
Hypothesis 4a2: Type 1 fast thinkers are more easily affected by the marketing strategies

of counterfeit sellers.

Unlike Type 1 fast thinkers, Type 2 slow thinkers will analyze available information and
consider moral reasoning. Before deciding an action is ethical or not, they will consider and
balance all ethical principles. The Reidenbach and Robin (1990)’s Multidimensional Ethics
Scale (MES) refined by Cohen et al. (2001) (Table 3-2) is adopted to measure ethical
judgement of Type 2 slow thinkers. Different from Type 1 fast thinkers, Type 2 slow thinkers
will also consider anti-counterfeit marketing strategies when making ethical decisions. Thus,
Type 2 slow thinkers’ cognitive level of moral reasoning should be higher than Type 1 fast
thinkers. It means Type 2 slow thinkers should be more deontological and less teleological

when making ethical judgements concerning counterfeit purchases. The hypothesis for
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moral judgement of Type 2 slow thinking is:

Hypothesis 4b: Type 2 slow thinkers will be more deontological / follow higher cognitive

level of moral reasoning.

The contribution of this conceptual model addresses the knowledge gap regarding how
ethical decisions are made by consumers based on two different types of thinking. In
addition, since research about counterfeit sellers’ marketing strategies is rare, this study
helps to address this gap from the perspective of consumers, through which branded
companies can get recommendations on how to improve the effectiveness of their anti-

counterfeit marketing strategies.
Judgement-behavior gap

The ethical judgements of both types of thinking can be either ethical or unethical. However,
ethical judgements are not necessarily consistent with the actual ethical behaviors especially
for tourists. For example, even if a tourist agrees that buying counterfeits is unethical, he or
she may still buy counterfeits to seek an adventurous experience. The concept of judgement-
behavior gap is adapted from the “attitude-behavior gap” (Newholm & Shaw, 2007). This
concept is new to all previous ethical decision-making models since few of them examine
the moderating effect of judgement-behavior gap. The scale of judgement-behavior gap is
adapted from the individual moderators of moral judgement of Trevino’s interactions model
(Trevino, 1986). According to Trevino (1986), the three individual moderators namely ego
strength, field dependence, and locus of control have significant influence on the
consistency between moral judgment and moral behavior. Tourists who have high ego
strength, are field independent and are internally controlled will have a higher ability to
make moral reasoning of their own and resist different opinions of others; and the moral
behaviors of these tourists will be more consistent with their ethical judgements than their

counterparts. Thus, the hypothesis for this stage is:

Hypothesis 5al: Type 1 fast thinking will be used if tourists have low ego strength, are
field dependent and the locus of control is external.
Hypothesis 5a2: Type 2 slow thinking will be used if tourists have high ego strength, are

field independent and the locus of control is internal.

Hypothesis 5b: Type 2 slow thinkers’ moral behaviors will be more consistent with their
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ethical judgements.
Ethical / unethical behavior

Most of the previous literature insist that only moral reasoning (Type 2 slow thinking) drives
ethical behaviors. In this study, ethical behavior refers to non-buying counterfeits, and
unethical behavior refers to buying counterfeits. Hypothesis 6 is developed based on this
assumption. However, this study explores the possibility that Type 1 fast thinking can also
generate ethical behaviors while Type 2 slow thinking might sometimes result in unethical
behavior. The research will first identify buyers and non-buyers of counterfeits and asks
their ethical decision making process to explore which type of thinking was adopted. If H6
is rejected, the idea that both types of thinking can result in ethical or unethical behavior is
supported. It is also possible to identify which type of thinking is more likely to drive
unethical behavior. The hypothesis is:

Hypothesis 6a: Type 1 thinkers will buy counterfeits (unethical behavior).
Hypothesis 6b: Type 2 thinkers will not buy counterfeits (ethical behavior).
Actual consequences

Adapted from Hunt and Vitell (1986)’s general theory model of marketing ethics, the
conceptual model adds the stage of actual consequences that forms the personal experience
to the process of ethical decision-making. Personal experience is considered to be an

important reference source for both types of thinking when making ethical decisions.

If the actual consequence is positive, the actual consequence matches the ethical judgement
that buying counterfeits is acceptable without negative ethical influences on the decision
maker. The tourists will use the techniques of neutralization (Chatzidakis et al., 2006) to
rationalize their behavior. In this case, Type 2 slow thinking will be used post-hoc to support
the ethical decision. The scales of neutralization are denial of responsibility, denial of injury,
denial of victim, condemning the condemners, appeal to high loyalties, etc. (Chatzidakis et
al., 2006). The detailed items for each scale need to be identified through an empirical study
(interview and questionnaire) in the context of tourist counterfeit consumption since there

are few studies applying neutralization to study tourist unethical behaviors.
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Hypothesis 7: If the actual consequence of counterfeit consumption is positive,

techniques of neutralization will be used to rationalize the purchase behavior.

If the actual consequence does not match the ethical judgment, Type 2 slow thinking will be

used to reflect and learn from the experience.
Impacts of personal experience

The actual consequence of counterfeit consumption will form the personal experience of
tourists. Personal experiences can have two impacts. The first impact is on the perception
of Hong Kong as a shopping destination. If the personal experience of counterfeit
consumption is satisfactory, tourists’ perceptions of Hong Kong will be improved; otherwise,
the perception will be decreased. The second impact concerns the next ethical decision-
making of counterfeit purchasing. If the personal experience is satisfactory, the tourists will

continue to make the same ethical decision in the future. The hypothesis for this stage is:

Hypothesis 8a: The personal experience of counterfeit consumption is positively
correlated to the tourists’ perception change of Hong Kong as a shopping destination.
Hypothesis 8b: The personal experience of counterfeit consumption is positively

correlated to the tourists’ next ethical decision-making of counterfeit consumption.
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5 Methodology

This chapter will explain the research design, the design of the questionnaire, data collection
and data analysis methods. The design of the questionnaire involved an initial draft based
on current literature. This was tested and refined through a face-to-face pre-test (conducted
at the same time as the qualitative interviews). Using this revised questionnaire, a pilot study
was undertaken to further refine the instruments and check data validity, before the main

study was undertaken.
5.1 Key research question

The key research question for this PhD study is how tourists make ethical decisions
regarding counterfeit consumption. In Chapter 4, a conceptual framework is developed and
eight hypotheses are formulated for testing via a quantitative survey. Since the research
question of this study seeks to explore the psychological process of ethical decision-making
of tourists, qualitative research methods are also utilized to understand why tourists buy
counterfeit products. Further, an ethical decision-making model is developed, which can be

used to explain unethical behavior of tourism consumers.
5.2 Research design
The research “onion” diagram (Figure 5-1) proposed by Saunders et al. (2009) is adopted to

explain the research design step by step from research philosophy, approach, strategy,

choices, time horizon, to techniques and procedures (Saunders et al., 2009).
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Source: Saunders et al. (2009)
Figure 5-1 The Research “Onion”

The research philosophy that best suits this study’s research question is pragmatism. For
pragmatism, the research question is the most important determinant of the epistemology,
ontology and axiology adopted (Saunders et al., 2009). Different research perspectives and
methods can be used together in order to answer research questions. The ontology of
pragmatism considers the nature of reality or being is external and multiple so that different
views can be chosen to best answer the research question. The epistemology of pragmatism
deems either or both observable phenomena and subjective meanings can provide
acceptable knowledge based on the research question. Practical applied research is the focus
of pragmatism and different perspectives can be integrated to help better interpret the data.
The axiology of pragmatism deems that the researchers can adopt both objective and
subjective points of view to interpret results, so the values of researchers play an important

role in research (Saunders et al., 2009).

Guided by the philosophy of pragmatism, deduction and induction are both adopted as the
research approaches for this study. A conceptual framework with hypotheses is developed
and deduced from theories of dual-process psychology, ethical decision-making, consumer
complicity of counterfeits and neutralization. Meanwhile, induction from in-depth

interviews enables the author to better understand the psychology of tourism consumers.
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Mixed methods are used in this research. Since the current study is exploratory and
explanatory in nature, and based on a conceptual model synthesized from previous literature,
both qualitative and quantitative research methods are applied to investigate the research
objectives. Specifically, sequential mixed method approach is applied. A questionnaire is
designed first based on literature review, and then interviews and observation are conducted
to revise the measurement of the questionnaire before the main survey. The reasons to

choose this approach are as follows:

1) there are theories and models developed in previous literature that can serve as the
theoretical basis for conceptual model development, thus a questionnaire can be designed

first based on literature review;

2) the research topic has been rarely studied , thus the results of a qualitative study assist in

developing the questionnaire ;

3) the research topic is related to ethical issues and psychological processes, thus it is
relatively difficult to get detailed answers from respondents with open questions and guided

questions based on a questionnaire are necessary.

Based on the feedback from interviews and observation, the author deleted leading words,
added new items and revised some questions to make the questionnaire clearer and easier
for respondents to answer (for detailed amendments please refer to Section 5.4). The time
horizon for this research is cross-sectional since it aims to investigate ethical decision-
making about counterfeit consumption by tourists from different countries at the same time

period.

The questionnaire design adopts the comprehensive process suggested by Churchill (1979)
as a guide to develop appropriate measurements for the newly developed model of this study.
Churchill (1979)’s procedure for measurement development provides a good framework of
how to choose appropriate information and unify the scattered measurements, and how to
assess and improve the quality of the derived measurements adequately. This process
framework has proved to be effective for questionnaire design that previous studies in
different research settings including tourism studies have applied this process, such as
Echtner and Ritchie (1993) and Hung and Petrick (2010). There are seven steps
recommended for measurement development according to Churchill (1979). First, the

domain of a construct should be specified by searching literature thoroughly. Second,
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Sample of items should be generated by searching literature, doing experience survey, or in-
depth interviews. Third, a pre-test should be conducted to collect preliminary data. Fourth,
data of the pre-test should be analyzed to purify the measurements. Fifth, a pilot study
should be conducted to collect a second round of data. Sixth, the data of the pilot study
should be analyzed to assess reliability and validity. Seventh, the measurement of the

questionnaire can be finalized.

Guided by the procedure recommended by Churchill (1979), the specific research stages of
the current study are as follows: first, the first version of questionnaire is designed based on
a literature review and observations. Since the conceptual model is newly developed by the
author, no available measurements can be directly adopted for the whole model. Therefore,
according to different parts of the ethical decision-making conceptual model, the author
searched related literature and identified suitable measurements items for each part of the
questionnaire. The specific variables and their sources have been explained in Chapter 4,
Figure 4-2. However, since no previous research investigates the marketing strategies of
counterfeit sellers, observations are needed to develop suitable measurements for this
construct. Observations are also used for checking the validity of the measurement

developed from the previous literature.

Second, interviews are conducted to explore tourist demand and ethical decision-making of
counterfeit consumption. Respondents are also asked to fill in a questionnaire as a pre-test
to screen the measurements. The expression of some measurements have been revised;
unnecessary questions were deleted; and the questionnaire has been re-organized to make it
clearer and easier for respondents to understand. The second version of questionnaire was
translated into simplified Chinese for mainland Chinese tourists, and traditional Chinese for
Hong Kong local residents. Back-to-back translation is used. Academics who are
professional in both Chinese (simplified and traditional) and English were invited to check

the accuracy of translations to minimize misunderstanding.

Sample size and sampling quotas for pilot study and main survey were set in terms of age,
gender, tourist type (Hong Kong residents, mainland Chinese tourists and international
tourists). Quotas for country of residence was also decided based on the tourist statistics

from Hong Kong Tourism Board 2016.

A pilot study (N=90) was conducted to revise the questionnaire. The sampling method was
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also adjusted based on the pilot study results. After finalizing the questionnaire and sampling
method, the main survey was conducted to collect data from three cohorts: Hong Kong local
residents, mainland Chinese tourists, and international tourists (N=1,500). The data
collected from the main survey is analyzed by the software of Statistical Package for the
Social Science (SPSS). Figure 5-2 summarizes the research procedure. The following

sections explain details of each procedure.

Literature review

< Observation

A

1%t version of questionnaire

v

Interview (pre-test)

i: Revision

2" version of questionnaire

Back-to-back translation

A

Chinese questionnaire
(Simplified Chinese and traditional Chinese)

v

Set sampling method, sample size, quota

v

Pilot study (N=90)

!

Finalization of questionnaire;
Adjustment of sampling method

v

Main survey (N=1,500)

v

Data analysis
(Descriptive analysis, T-test, ANOVA, Factor analysis, Regression)

Figure 5-2 Research procedure
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5.3 Questionnaire design based on literature review & observations

The basic concept for questionnaire design is to investigate both behavior (what did they
do?) and the ethical decision-making process (what did they think?). This can help to see
whether tourists’ ethical judgment is consistent with their ethical behavior. No studies have
done similar research before. Most of the previous literature on moral judgement or ethical
decision-making only investigate consumers’ attitudes without knowing their actual
behaviors. Since what people think might not match with what people do, especially in
ethical issues, the author considers it important to look at attitude and behavior at the same

time.
The first version of questionnaire (Appendix 2) consists of five parts.

Part 1-Cover letter

The questionnaire starts with a cover letter to explain the topic, background, objectives,
roughly necessary time, confidentiality, and contact details of the author to let respondents

know about basic information of the questionnaire.

Part 2-Screen question

The definition of counterfeit products first provided to let respondents to understand the
meaning of the key word. Counterfeit products are either 100% copy or imitation of names,
logos, images and designs of genuine products that are protected by intellectual property.
This definition is developed based on previous literature and paraphrased by the author to

make it easier for laypeople to understand.

There is only one screen question in the first version of questionnaire: Have you bought any
counterfeited products during your stay in Hong Kong? This question captures tourists’
actual purchase behavior. Both buyers and non-buyers are the target samples of the study,
because this study aims to investigate tourists demand for counterfeits and their ethical

decision making about counterfeit purchase (why they bought? why they did not buy?).

Part 3-Shopping experience

This section includes questions about shopping experience for both counterfeit buyers and
non-buyers. Questions only for counterfeit buyers include whether they knowingly purchase
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or not, purchase location, product details (product category, unit price and quantity), utility
evaluation and marketing strategies of counterfeit sellers. Both counterfeit buyers and non-
buyers are asked to evaluate the effectiveness of anti-counterfeit marketing strategies and

the overall shopping experience.

Buyers who have bought counterfeits before are first asked whether they know if the product
is counterfeited. This question can identify the percentage of non-deceptive counterfeit
consumption. Then the buyers are asked about the details of the counterfeit products they
bought, including the purchase location, product category, price and quantity. These
questions aim to address the research objective 2 - to estimate the economic value of
counterfeit purchases in Hong Kong. The product category of counterfeits is developed
based on the 2014 annual report of intellectual property rights seizure statistics by U.S.
Customs and Border Protection (USCBP, 2014).

The buyers also need to evaluate the price and utility of the counterfeit products they bought.
Price and utility are the most important product attributes that can affect consumer decisions.
In this study, price and utility are considered situational factors that could influence ethical
judgement. Correia and Kozak (2016) conducted similar research about tourist shopping
experience of counterfeits; their six measures of price and utility are adopted for this study:
costs much less than the original version; worth the money I paid; value for money and for
the status; provides similar functions to the original version; have similar quality to the
original version; is as reliable as the original version. A five-point Likert scale is used to
investigate respondents’ agreement on these statements where 1=strongly disagree and

5=strongly agree.

Another situational factor is marketing strategies of counterfeit sellers. How counterfeit
sellers approach tourists and present the counterfeited products can have a framing effect on
tourist decision making. It is assumed that Type 1 fast thinkers are more easily affected by
the marketing strategies of counterfeit sellers as proposed in Hypothesis 4. However, no
research has studied this before. Therefore, the measurement for this aspect is developed
based on the author’s knowledge of marketing and on site observation in locations selling
counterfeits, such as Ladies Market. The Marketing Mix is a classical theory for developing
marketing strategy (van Waterschoot & van den Bulte, 1992). The Marketing Mix proposes
a 4P concept that marketing should focus on price, product, promotion and place. Various

marketing strategies can be developed for each ‘P’ (MaRS§, 2014).
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Price: discounts, list price, allowance, credit terms, payment period
Product: quality, features, packaging, design, variety, brand name, services

Promotion: personal selling, sales promotion, advertising, public relations

YV V V V

Place: assortments, inventory, locations, channels, transportation, coverage,

logistics

To develop appropriate measurements, the author also observed shopping behavior in
various street markets in Hong Kong (Ladies Market, Mong Kok; Temple Street, Jordan).
The observation method mainly followed Savin-Baden and Major (2013).

The author first conduct observations from the perspective of an outsider to observe the
tourists and record (e.g. take pictures, videos, and notes) what they buy, why they buy and
other factors related to the counterfeit consumption. The sample of observations were
selected by identifying the languages the tourists used: international tourists speak English;
mainland Chinese tourists speak Mandarin or Cantonese (but with different accent from
Hong Kong Cantonese); and Hong Kong residents speak Hong Kong Cantonese. The
sample size of each cohort is ten people (five males and five females). The author then
conducted participant observation by shopping for counterfeits to further explore the

psychological process of ethical decision making and the factors that affect this process.

Through the observations, it was noted that tourists enjoy bargaining with the counterfeit
sellers to get the lowest price for the product they want. This finding is similar with previous
literature, such as Correia and Kozak (2016). The manner of the seller also strongly
influences those who want to buy counterfeits. Since fake products can be a sensitive topic,
if a tourist does not buy the product after asking the price, many of the sellers express
disappointment and displeasure. Their negative reactions discourage tourists from buying
products from them. The packaging and presentation of products also have an effect on
purchase intentions. Attractive packaging can make customers feel good and give the
impression that products with good packaging are good quality. This is why some luxury
brands emphasize their package design. Attractive displays of products can also induce
customers to buy the products. For example, Victoria’s Secret, a lingerie brand for women,
display its products with feather wings to create the idea that a woman can become an angel
if she wears underwear from Victoria’s Secret. Victoria’s Secret also hire models for a
fashion show each year to deepen this brand image. However, it remains to be seen whether

marketing strategies on packaging and displays have an effects on counterfeit consumption.
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This study will include packaging and product display to explore these effects. In addition,
previous studies found that people buy counterfeits because they want to experience an

exciting and adventurous shopping environment (Rajagopal & Castano, 2015).

Six measurements are developed for marketing strategies of counterfeit sellers based on the
marketing mix theory, previous literature and the author’s observations: 1) large room for
bargain (price); 2) good packaging (product); 3) good and clear displays (place); 4) many
choices of products (product); 5) exciting and adventurous shopping environment (place);

6) good manner of the sellers (promotion).

The author also examined TripAdvisor reviews in January 2017 to check the validity of these
measurements. Since TripAdvisor post reviews on location not products, the author searched
reviews for “Ladies Market” in Hong Kong. There were 2,585 reviews in total. 733 reviews
mentioned the key word “bargain” and reviewers shared tips on how to bargain with the
vender sellers. This indicates that the ability to bargain is the aspect that tourists are most
concerned. However, when searching reviews with “package” (and derivatives of the word)
and “display” as keywords, few reviews show up, indicating these two aspects are not of
major concern to tourists. Thirteen reviews mentioned “choice”, and some (five reviews)
commented that reviewers were disappointed because of the lack of product choice. Sixty-
three reviews mentioned that the shopping experience is fun and exciting. The sellers’
manner formed another complaint from tourists. Tourists wrote on TripAdvisor that vender
sellers are often very aggressive (26 reviews), rude (25 reviews) and not friendly (19 reviews)
if the tourists did not accept the offered price. The specific number of reviews for each key

word is shown in Table 5-1.

Table 5-1 TripAdvisor reviews about counterfeit shopping

Measures for marketing strategies of Number of related reviews on TripAdvisor
counterfeit sellers
Large room for bargain Bargain: 733
Haggle: 60
Good package Package: 1
Good and clear display Display: 8
Many choices of products Choice: 13
Exciting and adventurous shopping Fun: 59
environment Excited: 4
Adventurous: 0
Good manner of the sellers Rude: 25

Aggressive: 26
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Not friendly: 19
Forceful: 1
Pushy: 11

Therefore, except package and display, other measurements are considered valid, based on
observations and TripAdvisor reviews. However, since package and display are essential
aspects on marketing mix theory, these two measurements are kept to explore whether they
have an effect on tourist decision-making. A five-point Likert scale is used to investigate the
effectiveness of different marketing strategies of sellers convincing tourists to buy

counterfeit products, where 1=very ineffective and 5=very effective.

The last question for buyers is to evaluate their shopping experience of counterfeit products.
This addresses research objective 5, which accesses the impact of counterfeits on the
perception of Hong Kong as a shopping destination. This question also matches the last step
“Impact of personal experience” of the conceptual model to investigate tourists’ perception
change and the impact of shopping experience on their future ethical decision about
counterfeit consumption. There are three questions asking tourists satisfaction, future
shopping intention, and their perception change. A five-point Likert scale is used to

investigate their agreement where 1=strongly disagree and 5=strongly agree.

For non-buyers of counterfeits, they are asked to evaluate the effectiveness of six anti-
counterfeit marketing strategies summarized by Herstein et al. (2015). This addresses the
research objective 6 which tests the efficiency of different anti-counterfeiting strategies in
combating counterfeit consumption. A five-point Likert scale is used to evaluate the
effectiveness where 1=very ineffective and 5=very effective. Non-buyers are also asked to
evaluate their shopping experience on satisfaction, future purchase intention, and their

perception change.

Part 4-Ethical decision-making

The second section assesses the ethical decision making process and techniques of
neutralization towards purchasing counterfeit products to address research objective 3 and
objective 4. To be consistent with the first part of shopping experience, a five-point Likert

scale is used to indicate agreement where 1=strongly disagree and 5=strongly agree.

The measurements are developed based on the conceptual model. Since there is no previous

literature on this specific topic, no measurements can be directly adopted for dual type
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ethical decision making (Type 1 fast thinking and Type 2 slow thinking). However, the
author found measurements from different literature for moral intensity (Singhapakdi et al.,
1996), personal relevance (Huang et al., 2014), emotion (Sharma & Chan, 2016), cognitive
effort & time (Decrop & Kozak, 2014; Huang et al., 2014), ethical judgement of Type 1 fast
thinkers-Kohlberg (1984)’s cognitive level of moral development, ethical judgement of
Type 2 slow thinkers-MES scale developed by Cohen et al. (2001), the effect of others
(judgement-behavior gap) (Trevino, 1986) and neutralization (Chatzidakis et al., 2006).
Since there are no similar previous studies, the question of actual consequence is developed
by the author to see whether the actual consequence of buying / not buying counterfeits
matches the tourists’ previous judgement that buying / not buying counterfeits is acceptable
/ not acceptable. Since location is an important situational factor that can influence ethical
decisions, the respondents are also asked how likely they are to buy counterfeits when they
are at home and on vacation. This can help test whether tourists are more likely to undertake

deviant behavior while on vacation because of relatively less social constraints.

One challenge of this data collection is identifying which type of thinker the respondent is.
Initially, four measures of Type 1 fast thinking and three measures of Type 2 slow thinking
were developed. A five-point Likert scale was used for these seven questions so respondents
can rate their degree of agreement. However, categorizing respondents based on these seven
questions was too complicated for respondents to understand and difficult to answer. The
measurement is revised based on results from interview and the pre-test. This will be

discussed in detail in the next chapter.

Another challenge was how to evaluate the ethical judgement of Type 1 fast thinkers. Six
ethical principles were listed in the pre-test based on Kohlberg (1984)’s cognitive level of
moral development. It is uncertain whether a single item or multiple item five-point Likert
scale is more appropriate. Again, both are keep in the initial version of questionnaire.

Amendments are made based on the result of interview and the pre-test.

Part 6-Demographic questions

The sixth part of the questionnaire contains demographic and travel-related questions.
Demographic questions ask gender, education, age, marital status, and employment status.
Tourists also need to answer questions including usual place of residence, travel

companionship, number of times visited Hong Kong, number of nights stay, main reason
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for traveling, and travel arrangement (self-organized or travel agency).These questions
uncover the demographic background and travel information about respondents, which can
help determine differences in counterfeit consumption and attitudes among different
segments. For example, these questions can help explore cultural differences and how
ethical behavior and decision-making is different when respondents are traveling alone or

with others.

5.4. Interviews and Pre-test

The relevance and validity of the first version of questionnaire which was designed based
on literature and personal observation needs to be evaluated by interviewing tourists. This
approach achieves research objective three of this study which is to explore the ethical
decision-making among different tourist types. Due to the exploratory nature of this research
objective, it is important to talk with tourists face-to-face to understand how they perceive
the behavior of buying counterfeits and how they make decisions whether to buy
counterfeits or not. The interview process involved, first, following a discussion guide of
ten open-ended questions (see Appendix 1), as well as pre-testing the first version of the

quantitative survey.

Sampling (Data collection)

Because the aim of this study is to explore tourists’ demand for counterfeits and the ethical
decision-making process among different tourist types, both mainland Chinese tourists and
international tourists are interviewed to understand their behaviors and opinions of
counterfeit purchases. Hong Kong residents are also interviewed as a comparison with
tourists to see whether there is any differences in ethical decision-making and ethical
behavior. Previous literature reveals that there are gender differences concerning ethical
behavior: females tend to be more ethical than males (e.g. Betz et al., 1989; Glover et al.,
2002; Lane, 1995; Whipple & Swords, 1992). Therefore, an equal proportion of females and

males are interviewed.

In order to interview tourists, the author visited the Ladies Market to intercept tourists. The
author made observations by walking along the street and observing those who are interested
in buying counterfeit products. After the tourists made their purchase, the author approached
them and invited them to do an interview. To convince tourists to accept the invitation, the
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author treated them to a drink at a nearby restaurant, so that they could rest while doing the
interview. Tourists who just browsed but did not buy any fake products were also
interviewed to see why they did not buy these types of goods. Interviewees who were Hong
Kong residents were collected through convenience sampling. For Hong Kong residents
who had previously bought counterfeits, they should have made this purchase in the last 12
months to ensure a relatively recent experience. The interview length depended upon the
available time of the respondents. The author attempted to get as much information as
possible. To make interviewees feel comfortable, the author conversed in English,
Cantonese or Mandarin, depending on the interviewees’ preference. The author ensured
confidentiality to the interviewees, promising that no personal information will be revealed
and the interview content is for research purposes only. Interviewees had the right to end
the conversation at any stage of the interview. Six mainland Chinese tourists (three male,
three female), six international tourists (three male, three female) and six Hong Kong
residents (three male, three female) were interviewed. The interview length varied between

10 and 50 minutes.

Interview structure

A semi-structured interview method is adopted. The author first briefly introduced the
research topic. The interview started with explaining the definition of counterfeit products
and non-deceptive counterfeiting so the interviewees were clear about the meaning of the
key words. The definition of counterfeit products was consistent with the definition used in
the beginning of questionnaire. The definition of non-deceptive counterfeiting was provided
as ‘knowingly purchase counterfeit products that customers are aware of the counterfeiting
through cues such as price, purchase location, packaging, country of origin, selling style or
the material used’. After learning about the topic, interviewees who did not buy counterfeits
often said “I did not and I will never buy counterfeits, am I still your target sample?” The
author then explained to the interviewees that both buyers and non-buyers are the target
samples of the study and their opinions are important. The author also encouraged the
interviewees to relax by saying that the interviewees just needs to share their shopping
experience and their opinions about counterfeits. However, interviewees who bought

counterfeits were happy to share their shopping experience.

The detailed interview discussion guide is shown in Appendix 1. First, to put the

interviewees at ease, the author asked general background information of the interviewees,
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such as, ‘Are you a tourist or a Hong Kong resident?’ ‘Where are you from?’ ‘How long is
your stay in Hong Kong?’ ‘Have you been to Hong Kong before?’ Second, interviewees
were asked about their shopping experience in Hong Kong to gauge their general shopping
behavior. For example, they were asked questions like ‘Have you gone shopping during
your stay?’ ‘Where did you go and what did you buy?’ These questions help interviewees
remember their shopping experience and, at the same time, help the author introduce the
topic of counterfeits. If the interviewees said they bought counterfeits in Hong Kong, it was
easier to discuss their opinions about counterfeits. However, if the interviewees did not
previously buy counterfeits, the author would comment that in Hong Kong, knock-off
products such as handbags, wallets and shoes are sold in the Ladies Market, Mong Kok and
Temple Street. These are popular tourists attractions in Hong Kong that openly sell
counterfeits and attract tourists to visit these places. It’s very common that some tourists
deliberately go to buy counterfeits. After hearing the introduction, the non-buyer

interviewees feel more comfortable to share their opinions about counterfeits.

Both buyers and non-buyers are asked what do you think of buying counterfeit products? Is
it acceptable or not? Why? These questions investigate the perceived moral intensity, ethical
judgement, and neutralization of the purchase behavior. The author also asked buyers to
share their shopping experience in details such as the purchase location, travel companions,
product categories, price and quantity of counterfeits purchased to explore individual and
situation factors of counterfeit purchases. Specifically, to investigate the framing effect,
counterfeit buyers are asked what promotion strategies were most attractive: the price, the
product, or the bargaining experience. Both buyers and non-buyers are asked whether they
know any anti-counterfeit marketing strategies and then asked to evaluate their effectiveness

in persuading them from buying counterfeits.

After discussing the shopping experience of counterfeits, the author asked the interviewees
how they made such decisions, to explore the Type 1 fast and Type 2 slow thinking. The
interviewees are asked if they made the decision (buy or not buy) quickly or needed time to
consider their decision and the reasons behind this decision. Interviewees were also asked
whether they made such decisions based on their own or if their decisions were affected by
others, such as families and friends. Did they act consistently? These questions explore the
judgement-behavior gap. Interviewees were also asked to evaluate the quality of the

counterfeit products they bought. Whether the products function well? This question
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explores the actual consequence of buying counterfeits. If the product functions well and
the respondents are satisfied, it means the actual consequence matches the respondents’
judgement. Otherwise, the respondents might regret their decision, change their judgement

and not buy counterfeits anymore.

The last part of the interview questions assesses how this shopping experience affects their
perception of Hong Kong and their future ethical decision towards buying counterfeits. The
two questions are: 1) Does this shopping experience change your perceptions of Hong Kong
as a shopping destination? Why? 2) Will you buy counterfeit products again in the future?

(for buyers); Will you continue to not buy counterfeits in the future? (for non-buyers).

Trialing the questionnaire

During the interview, the author found that it is easy for interviewees to talk about shopping
experience but difficult for them to talk about ethical judgement and their types of thinking.
Also, not many interviewees know about anti-counterfeit marketing strategies. In this
situation, the interview is conducted based on the questionnaire to see whether the
respondents understand the statement of the questions and how they answer the questions
and seek their opinions and suggestions on how to improve the face validity of the

questionnaire.

Data analysis

Each interview was recorded and transcribed in their original languages. To ensure accuracy,
interview transcriptions are analyzed in the original languages and then translated into
English when presented in the thesis. Two academic colleagues who are proficient in
Cantonese, Mandarin and English were invited to proofread the translation. The interview
data analysis follows the process suggested by Hampton (1999) and Braun and Clarke
(2006). The process categorizes and groups the data according to different themes (Braun
& Clarke, 2006). According to Hampton (1999) and Braun and Clarke (2006), there are
mainly four steps in qualitative data analysis. The first step is to get familiar with the data.
The researcher should transcribe the recordings, read the transcriptions again and again to
get familiar with the data, and try to identify initial codes. The second step involves the
researcher searching for themes and coding the text. The researcher should sort and group
codes to develop appropriate themes. The third step is where the researcher reviews the

themes and define the themes. The author should adjust the themes by double checking the
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extracted codes; decide main themes and sub-themes to create order and try to make sense
of each theme; understand the connection and interrelationships among themes to develop
a coherent net or pattern; refine and define the terms for themes. The final step is to interpret
and present the result. The researcher should cross-check all the information; review the
coding; explain the results; try to generalize the findings and develop possible hypotheses

for future studies.

Revise questionnaire based on interview and pre-test results

Based on the feedback from the interviews, the author made revisions to the first version of

questionnaire (Appendix 2). Below are some examples.

(1) In the cover letter, the title of the study changed from “Tourist demand for
counterfeits and the ethical decision-making process” to “Demand for counterfeits
and the decision-making process of local residents and tourists in Hong Kong”.
Since the target samples cover both tourists and Hong Kong residents, the title
should include local residents, not only tourists. The word “ethical” is deleted to
avoid leading the respondents. According to the interviews, few people consider
ethical issues. Most try to avoid talking about ethical issues. Therefore, if the title
refers to ethics, respondents might hide their true thoughts that buying counterfeits
is acceptable and provide socially acceptable answers that buying counterfeits is

unethical to avoid being judged by the author.

(2) The questions capturing the price and utility of the counterfeit products (Section 1.1,
Q4) have adjusted by deleting “is worth the money I paid” and separates “Is value
for money” and “is value for status”. “Worth the money I paid” is similar to “value
for money”, and “value for money” and “value for status” assess two different

measurements which should not joined.

(3) The marketing strategies of counterfeit sellers (Section 1.1, Q5) was revised based
on the results of the interviews. First, “Large room for bargain” was changed to
“Possibility to negotiate prices”, because it is difficult to define “large room”, 10%
off, 50% off or 70% off? Second, “Good and clear display” was changed to
“Attractive display” to make the meaning clearer and more direct. Third, “Good
manner of the sellers” was changed to “the seller’s persuasiveness”. “Persuasiveness”

is a word to describe the overall ability of the sellers including his manner of
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speaking, tone, and the exact words they use. “Word-of-mouth / friends’
recommendations” is added to this question because some interviewees mentioned
that they buy the counterfeit products from specific venders because their friends
recommend these venders. “Word-of-mouth” is an important marketing strategy

nowadays in addition to the traditional marketing mix.

After making the revisions, the second version of questionnaire was developed (Appendix

3).

5.5 Back-to-back translation into Chinese questionnaire

The second version of questionnaire was created in English and then translated into both
traditional and simplified Chinese. Back to back translation is used to ensure meaning
equivalence (Brislin, 1980). The author is originally from Guangdong Province, People’s
Republic of China, educated in the United Kingdom and has lived in Hong Kong for nearly
seven years so she is fluent in Cantonese, Mandarin and English. The author first translated
the questionnaire from English to traditional and simplified Chinese. Two tourism
researchers who are also proficient in Mandarin, Cantonese and English translated both
versions of Chinese questionnaires back into English. Three versions of questionnaire are

modified after back to back translations to ensure accuracy in meaning.

5.6 Sampling

Three cohorts represent the target population in the current study: international tourists,

mainland Chinese tourists, and Hong Kong local residents.

The first cohort are international tourists. These tourists include native English speaking
visitors to Hong Kong from the USA, Canada, Latin America, Australia, New Zealand and
Europe as well as visitors from Korea, Japan, South-East Asia, South Asia, Middle East and
Africa who speak English as a means of communicating while travelling in Hong Kong. For
this cohort, the questionnaire was administered in English. International visitors from
Taiwan and Macau are also eligible to complete the questionnaire for this cohort because
they have different Chinese culture with mainland Chinese tourists. The questionnaire for

tourists from Taiwan and Macau is in traditional Chinese.
93



The second cohort under investigation was mainland Chinese tourists. This cohort
represents the largest segment of international tourists to Hong Kong. The questionnaire was

written in simplified Chinese.

As a reference group, Hong Kong residents are surveyed to assess the extent to which they
purchase, knowingly or otherwise, counterfeit products. By capturing the local Hong Kong
market, the research enables the author to obtain a complete assessment of both the resident
and tourist demand for counterfeit goods in Hong Kong and complete the economic impact
assessment. Further, researching into the Hong Kong resident market will enable meaningful
comparisons of ethical decision-making between Hong Kong residents and their mainland
Chinese neighbors as well as their international counterparts. This research provides a
holistic analysis of the extent of counterfeit demand in Hong Kong and the ethical decision-

making process among different tourist types.

Purposive sampling, convenience sampling and quota sampling are used to select
respondents. Purposive sampling requires respondents to have certain knowledge of
counterfeits and to be willing to share ethical perceptions of buying counterfeits.
Convenience sampling intercepts tourists for the in-depth interview and questionnaire

survey.

Questionnaire survey, including pilot study and main survey, follows quota sampling on
cohorts, gender and age. The pilot study interviews 30 respondents per cohort, which is 90
in total. The main survey interview 500 respondents per cohort; that is 1,500 surveys
altogether. The relatively large sample size was be used to enable the author to segment
these three cohorts and undertake multivariate analysis. For each cohort, data was collected
based on specific quota on age and gender as shown in Table 5-2 (pilot study) and Table 5-3
(main survey). The sampling quota of Hong Kong residents is based on 2011 Hong Kong
Population Census. The Hong Kong Census and Statistics Department publishes the
statistics every seven years. So this is the most updated available statistics when the data
was collected in 2017. The sampling quota of tourists was based on Hong Kong Tourism
Board Statistical Review 2014, the latest statistics that were available prior to the start of

data collection.
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Table 5-2 Sampling quota for pilot study

Hong Kong Residents M F Total
18-24 2 2 4
25-34 2 3 5
35-44 2 3 5
45-54 3 3 6

55+ 5 5 10
Total 14 16 30
Mainland China M F Total
18-24 2 3 5
25-34 4 6 10
35-44 3 4 7
45-54 2 3 5
55+ 1 2 3
Total 12 18 30
International M F Total
18-24 2 1 3
25-34 5 3 8
35-44 4 2 6
45-54 4 2 6
55+ 4 3 7
Total 19 11 30

Table 5-3 Sampling quota of main survey

Hong Kong Residents M F Total
18-24 25 26 50
25-34 37 52 89
35-44 38 54 93
45-54 48 55 103

55+ 79 86 165
Total 227 273 500
Mainland China M F Total
18-24 32 46 78
25-34 68 98 166
35-44 52 72 124
45-54 30 43 73
55+ 22 37 58
Total 203 297 500
International M F Total

18-24 33 20 54
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25-34 72 46 118

35-44 68 40 108
45-54 67 41 108

55+ 70 43 113
Total 310 190 500

In addition, the percentage quota based on country of origin among international tourists is
also set to get a range of nationalities but this is a soft quota. Table 5-4 shows the quota

percentage of international tourists.

Table 5-4 Visitor arrivals by Country/Territory of Residence by major market areas

Country/Territory of Residence Visitors arrivals % Adjusted % for quota
sampling
Mainland China 77.3% /
The Americas 2.9% 12.78%
Europe, Africa & the Middle East 3.7% 16.30%
Australia, NZ & South Pacific 1.1% 4.85%
North Asia 3.9% 17.18%
South & Southeast Asia 6.0% 26.43%
Taiwan 3.4% 14.98%
Macau SAR/Not identified 1.7% 7.49%
Total 100% 100%

Source: HKTB (2016)

The author hired a professional marketing research company in Hong Kong to collect data
for the pilot study and the main survey because they are considered more professional and
efficient than student helpers. The questionnaire was programmed as an online questionnaire
so respondents could complete the survey using electronic devices such as tablets and
mobile phones. Hong Kong local residents were invited to participate in the online survey
through email. International tourists and mainland Chinese tourists are intercepted in
popular shopping destinations such the Ladies Market and Temple Street Market where
counterfeits are usually sold. According to the Hong Kong Tourist Board in 2014, 17% and
11% of tourists visited these markets in Hong Kong at least once during their stay. To avoid
sampling bias, tourists were also intercepted in other popular destinations such as Avenue
of Stars, Victoria Peak, Hong Kong Disneyland, Ocean Park, Hong Kong Convention &
Exhibition Centre, Clock Tower at Tsim Sha Tsui, Tsim Sha Tsui Waterfront Promenade,
Lan Kwai Fong and the Big Buddha (HKTB, 2014). Given tourists more frequently appear

in the above locations, it is easier to get qualified respondents in these locations.
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For oftline sampling of tourists, the interviewers collected data from 10am to 10pm on a
daily basis on both weekdays and weekends. The sampling approach followed the Central
Location Test (CLT) with interviewers in one central location intercepting respondents
randomly. Once fieldwork for the day began, interviewers started recruiting the first
potential respondent that came in sight. When that interview was completed, the next

potential respondent in sight was recruited.

For online sampling of Hong Kong residents, the sampling approach is random sampling
with quota controls. The quota control approach applied here makes sure that as soon as the
target quota is met, no more respondents in that quota are allowed to complete the survey.
This helps control the sampling process. The survey company uses a double opt-in approach
in recruiting respondents to the proprietary panel. The respondents who joined panel have
to pass an extensive range of identification checks during the registration process. Potential
respondents also complete several validity checks. The panel list is actively managed and
maintained. An email invitation is sent to potential respondents inviting them to complete
the survey. An email reminder is sent to non-respondents after two days encouraging them

to complete the survey. Online sampling continues seven days a week, 24 hours per day.

5.7 Pilot study

The pilot study is another opportunity to refine the main survey. The pilot study tests the
questionnaire and identifies potential problems such as biases, ambiguities, coding problems
and missing attributes (Lewis, 1984). A pilot study of five to ten percent of the total sample
size of the main survey is sufficient. The sample size of pilot study for this current research
is 6% of the sample size of the main survey. Since there are three cohorts of the target
population, the pilot study collects 30 questionnaires for each cohort, that is, mainland
Chinese tourists, international tourists, and Hong Kong local residents. The pilot study was
conducted from 21 February 2017 to 27 February 2017. Three interviewers collect tourist
samples in Tsim Sha Tui Ferry Pier from 11am to 3pm. They interviewed 30 mainland
Chinese tourists and 30 international tourists in one day. The online survey for Hong Kong
residents is also completed in one day. The results of the pilot study provides useful

information for the author to adjust the data collection method, wording, questionnaire
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design, and measurements. In this way, the reliability and validity of the questionnaire are
improved. Based on the results of the pilot study, further revisions on wording were made

and the questionnaire was finalized for main survey.

5.8 Main survey

The questionnaire was finalized based on the first round literature review, second round
interview / pre-test and the pilot study. Appendix 4 has the final version of the English
questionnaire. Appendix 5 and Appendix 6 contain the simplified Chinese version and the
traditional Chinese version. The main survey was conducted from 2 March 2017 to 22
March 2017. Ten interviewers collected data from tourists at the Ladies Market and Stanley
from 10am to 10pm everyday on both weekdays and weekends. The online survey for Hong
Kong residents was monitored by the author via a web page to ensure the progress of data

collection.

The order of items are rotated for each respondent in the main survey to reduce bias that
might be introduced by the order of questions. The order of questions might have primacy
effect and recency effect for the first few items and the last few items are more frequently
and easily recalled than the middle items (Murdock Jr, 1962). Item rotation is helpful to

avoid these effects on respondents’ choices.

The following questions adopt the rotation technique: Q4 the price and utility of the
counterfeit products. Q5 the marketing strategies of counterfeit sellers. Q7 the anti-
counterfeit marketing strategy; Q9 ethical decision making (moral intensity, personal
relevance, emotion); Q11 the main ethical principle followed by Type 1 fast thinkers; Q12
the MES scale for Type 2 slow thinkers’ ethical judgement; Q13 the effect of others; and

Q16 neutralization questions.

5.9 Data analysis

Qualitative data from interviews were transcribed and analyzed by NVivo software package.
If the interview was conducted in Chinese, the data analysis used Chinese transcriptions to
avoid misunderstandings induced from translation. The results of Chinese transcriptions
analysis were then translated into English for interpretation and discussion. Content analysis

was conducted to identify different themes.
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For the quantitative questionnaire data, three types of data analysis were conducted:
preliminary analysis, relationship analysis and difference comparison analysis. Preliminary
analysis, mainly descriptive analysis, was conducted to explore the data. Normality and
reliability of data were checked. The 1%, 2" 5™ and 6" research objectives as follows were

achieved through preliminary analysis:

1) To determine the incidence of counterfeit purchases among different tourist types;

2) To estimate the economic value of counterfeit purchase among different tourist types;

3) To explore the ethical decision-making among different tourist types;

4) To assess the degree of neutralization among different tourist types;

5) To assess the impact counterfeit goods have the perception of Hong Kong as a
shopping destination among tourists;

6) To test the efficiency of different anti-counterfeiting strategies in combating

counterfeit consumption.

The 3™ and 4™ research objectives, which are the most important to answer the research

question, were achieved by relationship analysis and difference comparison analysis.

There are three stages for relationship analysis. First, linear correlation was conducted to
test the hypotheses of each stage of ethical decision-making listed in Chapter 4. Second, to
investigate the relationship among variables, factor analysis was conducted to group closely
related variables, and canonical correlation was be conducted to investigate the relations
among different groups of variables. These two analyses helped refine the measurements of
each stage of ethical decision-making. Third, to explore the predictive ability of the
conceptual model on tourist ethical behavior, a binary logistic regression was conducted
since the dependent variable is categorical. The dependent variable in this study is the ethical
or unethical behavior, specifically, buy counterfeits or do not buy counterfeits. This is
considered as a binary variable. The three-stage relationship analysis can help to identify a
general psychological process of ethical decision-making and thus confirm the conceptual

model.

Difference comparison analysis was conducted to explore the difference of counterfeit
demand and ethical decision-making among different tourist types: international tourists,
mainland Chinese tourists, and Hong Kong residents. ANOVA (one-way and two-way) and

multivariate analysis of variance (MANOVA) were conducted for comparison among the
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three cohorts. T-tests are also conducted to compare differences between genders.
Comparisons among other demographic variables such as age and education are also

investigated, if necessary.
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6 Interview results

6.1 Demographic profile of interviewees

The demographic information of the interviewees is shown in Table 6-1. In total, 18 people
participated in the interviews: six Hong Kong residents, six mainland Chinese tourists and
six international tourists. The number of females and males is equal. The majority of the
interviewees are between 25 to 34 years old (frequency = 11) and well educated as all hold

bachelor degrees or above.

Table 6-1 Demographic profile of interviewees

No. Code Name Gender Age Education Industry Cohort

1 A Female 40 PhD Education Hong Kong
2 B Female 29 Master Beauty residents

3 C Female 32 PhD Finance

4 D Male 50 Bachelor Medicine

5 E Male 35 Master Marketing

6 F Male 30 Bachelor Construction

7 G Female 31 Master Telecom Mainland
8 H Female 28 Bachelor Government Chinese tourists
9 I Female 29 Master Beauty
10 J Male 47 Bachelor Banking

11 K Male 33 Master IT
12 L Male 25 Master Accounting
13 M Female 27 Master Hospitality International
14 N Female 53 Bachelor  Full-time housewife tourists
15 0] Female 36 Bachelor Sports

16 P Male 34 Master Business

17 Q Male 46 Master Management

18 R Male 33 Master Education

Among the 18 interviewees, four types of interviewees are identified: four will never buy
counterfeits and cannot accept that others buy counterfeits (strict non-buyers); seven
interviewees will never buy counterfeits but they can accept others might buy counterfeits
(lenient non-buyers); one interviewee is open to buying counterfeits (potential buyers). Last
but not least, six interviewees have bought counterfeits before (absolute buyers), among
which three are mainland Chinese tourists who bought fake products in mainland China,

one is a Hong Kong local resident and two are international tourists (one male, one female)
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who bought fake products in Hong Kong. Among these six absolute buyers, four (two
mainland Chinese and two international tourists) are liberated buyers (Herstein et al., 2015)
who buy fake products often and feel very proud of such behavior and are willing to let
others know; one mainland Chinese tourist is a struggle buyer who buys fake products
sometimes but does not tell others about the purchase, and one Hong Kong resident is a
spurious buyer who buys fake products often but denies the products are fake and avoid
telling others about the purchase. Table 6-2 summarizes the interview results. The following

section will report the shopping experience and ethical decision making of the four types of

interviewees.
Table 6-2 Summary of interview results
Cohort (D) Strict (II) Lenient (I1II) Potential (IV) Absolute buyers
non-buyers non-buyers buyers
HK residents 2 3 0 1 (spurious buyer)
Mainland 1 2 0 3 (2 liberated buyers
Chinese tourists & 1 struggle buyer)
International 1 2 1 2 (liberated buyers)
tourists
Male 2 5 0 2
Female 2 2 1 4
Total 4 7 1 6

6.2 Strict non-buyers

Strict non-buyers have a very clear understanding of what counterfeit products are. This
enables them to identify counterfeit products immediately. They think buying counterfeits
is not ethical and they will never buy counterfeits. To avoid buying counterfeits
unknowingly, they prefer to buy specially designed brand products to ensure uniqueness.
For example, Interviewee I (female, 40, Hong Kong resident) mentioned that “Popular
designs are most likely to be copied so I would choose special designs to ensure there is no
counterfeit of this product. So uniqueness and quality are the most important factors when

I go shopping”.

When they go shopping, strict non-buyers can make decisions (both ethical decisions and
purchase decisions) very quickly and all strict non-buyers are Type 1 fast thinkers. They
stick with their own judgements and will not be easily affected by others, emotions, location
(at home vs. on vacation), or anti-counterfeit marketing strategies. The main reason they can
make such quick decisions is that they have a clear understanding of their personal values
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and image. “I know my style so I can make decision very quickly” (Interviewee I, female,
40, Hong Kong resident). “I only trust the authentic brands because I think I am an honest
man. I never wear fake products because I think that’s a kind of cheating” (Interviewee 17,
male, 46, international tourist). “I have a very high moral standard for myself and others. I
hope to present my personal image as integrity, reliable, well-educated and have a good taste
of fashion. If I bought fake products and was discovered by my friends, I would be
abandoned by the whole world. I like drawing and I know some designer friends. So I
understand how difficult it is to be creative and I always respect others’ intellectual property”
(Interviewee 9, female, 29, mainland Chinese tourist). The main ethical principle they
follow when making quick decisions is the lowest level of cognitive level of moral
development (Kohlberg, 1984) “I mainly focused on personal gain and
loss/image/status/principles” which is egoist. Only one strict non-buyer follows the highest
level of moral development to guide her ethical decision-making by considering the ethical
principles of the wider culture and society. “Because 1 have studied corporate social
responsibility, I not only consider myself but also concerned about others and the whole
society. If someone knows something is not ethical but continues to do it, just because most
people do, the social impact on the value system will be very bad. Trust and honesty are the
most important values in social relationships. If we lose trust and honesty, how can we
establish relationships between human, business, society, and country” (Interviewee I,

female, 40, Hong Kong resident).

Strict non-buyers not only hold themselves to a strict moral code, but also hold their friends
and relatives to the same code. If they found out their friends use fake products, they will
think negatively of them, keep their distance and not trust those friends anymore. “I will
think this man is not trustworthy. His class and his honesty will be downgraded in my mind.
I will not trust this man that much” (Interviewee 17, male, 46, international tourist). “I will
keep my distance from him / her although we might be friends for a long time. Because |
think he / she is not honest, who knows which part of his / her words is true or false”

(Interviewee 9, female, 29, mainland Chinese tourist).

Personal image is so important for some strict non-buyers that it can determine the
authenticity of the products they use. For example, Interviewee 17 (male, 46, international
tourist) pointed out that “I think the person is the key. If a person’s image is honest in the

eyes of others, although he wears something fake, people will not think it’s fake. But of
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course, if people found out he’s using fake products, it will dramatically affect their
perceptions of him. However, if a person’s image is dishonest or his behavior is very rude,
impolite, and ungracious, although all he’s wearing luxury products, people might doubt his
authenticity. Therefore, the most important thing is a person’s education / literacy and

personal image. A person defines what he wears, and is not defined by what he wears”.

Counterfeits being offered for sale in Hong Kong also have a negative effect on strict non-
buyers’ perceptions of Hong Kong. “I will not go to the Ladies Market because I think the
security there is not guaranteed, and I will not come to Hong Kong if counterfeits are
continually sold here in Hong Kong” (Interviewee 9, female, 29, mainland Chinese tourist).
“It will downgrade the image of Hong Kong. It will make me think that the authentic
products that I have bought maybe fake, so it will make me very anxious about buying
luxury things in Hong Kong” (Interviewee 17, male, 46, international tourist). However,
this seems have no effect on strict non-buyers who are Hong Kong local residents. “I don’t
think selling counterfeits contradicts Hong Kong’s image” (Interviewee 1, female, 40, Hong
Kong resident) because “it’s impossible to completely stop counterfeiting here in Hong

Kong as a city so close to mainland China” (Interviewee 4, male, 50, Hong Kong resident).

6.3 Lenient non-buyers

Lenient non-buyers have lower moral standards than strict non-buyers. They will not buy
counterfeits but they accept others might buy counterfeits. “I will not buy fake products
because I don’t need luxury brands to show off. I will buy cheaper, but authentically-branded
products if I cannot afford luxury products” (Interviewee 3, female, 32, HK resident). A
similar opinion is also expressed by most of the other lenient non-buyers including two male
Hong Kong residents, one male mainland Chinese tourist, and one female international
tourist and one male international tourist. Lenient non-buyers think it is normal that some
people buy counterfeit products. “Buying fake products is an individual choice. It’s none of
my business” (Interviewee 11, male, 33, mainland Chinese tourist). “I think this is a market
issue rather than an ethical issue. It is normal there is supply of counterfeits, if there is
demand. Counterfeits can meet some people’s needs so I do not oppose this” (Interviewee

3, female, 32, Hong Kong resident).
Therefore, lenient non-buyers do not think buying counterfeits will have significant negative
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impacts on society. They make decisions quickly which suggests lenient non-buyers tend to
be Type 1 fast thinkers and they follow the first level of cognitive moral development
(Kohlberg, 1984) “I mainly focused on personal gain and loss/image/status/principles”
which is egoist. They will not easily be affected by others’ opinions or their emotions and

can follow their own judgements.

Price discounts of genuine products are considered more effective, among this segment, than
other anti-counterfeit strategies such as promotions or education programs. “In addition to
price discounts, I think punishment is also effective in raising social awareness and forming

ethical shopping habits” (Interviewee 12, male, 25, mainland Chinese tourist).

Counterfeits being available in Hong Kong does not have negative impact for this segment
but is considered as a positive for lenient non-buyers. “There are different market segments
to meet all kinds of demand for different people” (Interviewee 5, male, 35, Hong Kong
resident). “It’s a real ‘shopping paradise’ if it sells all kinds of products to meet all kinds of
needs” (Interviewee 18, male, 33, international tourist). “I’m satisfied with the shopping
experience otherwise I will not come to Hong Kong again™ (Interviewee 15, female, 36,

international tourist).

6.4 Potential buyers

Potential buyers express an interest in buying counterfeits but the decision depends on the
product category. “I will not buy fake handbags but I might buy fake purses or other smaller
items, because no one will notice if I put this fake purse inside my handbag. In this case, |
might be convinced by the vendor to buy counterfeit goods” (Interviewee 13, female, 27,
international tourist). So potential buyers are situated between Type 1 fast and Type 2 slow
thinking depending upon the situation, especially the product category. Similar to lenient
non-buyers, potential buyers think it’s normal for others to buy counterfeits. This will not

cause much harm and counterfeits for sale in the Ladies Market can attract tourists.

6.5 Absolute buyers

Absolute buyers are those who have bought counterfeit products previously. However, there
are different types of buyers. They can be classified into liberated buyers, struggle buyers

and spurious buyers (Herstein et al., 2015).
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6.5.1 Liberated buyers

Most of the absolute buyers are liberated buyers (4 out of 6). They buy counterfeit products

often, feel very proud of such behavior and are willing to let others know.

Liberated buyers are utilitarians who enjoy the price and quality of the goods purchased.
Most liberated buyers buy counterfeit products if the price is reasonable, the quality is good,
and the function of the product meets their needs. They don’t really care about the brands.
For example, “I bought one handbag before. I don’t know about the brand that it copies and
I don’t think the brand means a lot to me. I just think this handbag is useful for me”
(Interviewee 8, female, 28, mainland Chinese tourist). “l buy counterfeit watches mainly
because of the design and function, not because of the brand. I will buy it if the function is
good, design is good, cheap and quality is not bad” (Interviewee 10, male, 47, mainland
Chinese tourist). “The brand seems nothing to me. I buy just because I need it or it looks
interesting” (Interviewee 16, male, 34, international tourist). However, the importance of
brand might increase if the buyer’s status or personal image changes. For example,
Interviewee 10 (male, 47, mainland Chinese tourist) point out that “Unlike before, I'm now
care about brands when buying counterfeit watches because I have higher status now and |

want to wear a luxury watch to improve my personal image”.

Liberated buyers are usually satisfied with the quality of the counterfeit products they
purchase because they do not expect high quality goods to be associated with low prices.
“The quality of the bag I bought is beyond my expectation. It’s so durable. I do not have
high expectations because I know it’s fake” (Interviewee 8, female, 28, mainland Chinese
tourist). “The quality of the watch I bought is good, at least the time is correct. The basic
function is very similar to the genuine one, maybe just 30 seconds difference. The fake
watch is also water-proof but, of course, cannot reach 200 meter deep under the sea like the
genuine one. So some high-tech functions cannot be copied but the appearance is very
similar. I am already satisfied with the quality at such a cheap price” (Interviewee 10, male,

47, mainland Chinese tourist).

They care about their personal status and image, and care about the opinions of others. They
will buy counterfeit products carefully and try to minimize any downside of the counterfeit
products. “I will not buy counterfeit products of very luxury brands, such as LV and Hermes,
because it does not match my income. It’s impossible for me, as a government officer, to
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afford such luxury bags. So it will have a negative impact on me if [ buy luxury products.
But I will buy counterfeit handbags that do not look luxurious. For example, I bought one
fake Longchamp shopping bag. The design is so common and the material is common fabric.
I can afford to buy the genuine one which is about 1,000 RMB, but I don’t think it’s
necessary to buy the genuine one because I don’t think the quality deserves that price. I will
also buy counterfeit products with small logos or those that are difficult to recognize. For
example, I bought counterfeit shoes because they are less easily recognized than handbags.
Usually a handbag shows a person’s status, but shoes are often covered by trousers so it’s
ok to buy them, if they’re comfortable” (Interviewee 8, female, 28, mainland Chinese

tourist).

Liberated buyers consider themselves honest by acknowledging the product is fake when
their friends and family doubt the product’s authenticity. They also perceive themselves to
be smart consumers, willing to share the details of the price or origin of the fake products.
“Some friends say ‘your shoes look so nice but similar to Salvatore Ferragamo’, I would
say ‘yes, they were only 300 RMB but very comfortable’. I'm very honest. I can’t accept
those who use fake products pretending they are genuine, in order to show off” (Interviewee
8, female, 28, mainland Chinese tourist). “I’m happy with what I bought. I think I get a good
deal. I told my friends the shoes are not real and its price and show them the quality. They
cannot believe this kind of product is so cheap but looks elegant and nice. They will ask me
to recommend the vendor and I am happy to buy this kind of product, if they want”

(Interviewee 14, female, 53, international tourist).

Liberated buyers acknowledge that counterfeiting is not ethical but this will not prevent
them from buying counterfeit products and they have various reasons to justify their

purchase behavior:

1) Fake products are good substitutes for the genuine ones. “We sometimes will buy a
genuine watch and a fake watch with high quality. The real one is worn for important
social occasions; and the fake one is worn for daily use. | will feel very upset if the

real one gets scratch marks” (Interviewee 10, male, 47, mainland Chinese tourist).

2) The price is too high of luxury brands, especially products with low technology
requirements such as clothes, handbag and shoes. There are many counterfeits of

clothes, handbags and shoes because they are easy to copy. “I think it’s necessary to
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3)

4)

5)

6)

protect products that need a lot of research and design investment. But most of the
western luxury brands do not require sophisticated technology. For example, it might
be difficult to design a dress, but its price is much higher than its cost. They earn
money just because of the brand name. But it’s not value for money and it’s not fair”

(Interviewee 10, male, 47, mainland Chinese tourist).

The material used in the genuine luxury products is similar to the counterfeit
products. “Those really luxury handbags are not for sale but for promotion. They
claim the leather is from Italy but actually they produce the handbag in Chinese
factories and use leather from China” (Interviewee 10, male, 47, mainland Chinese

tourist).

The quality of non-luxury counterfeit products is perceived to be better than the
luxury products. “I bought a genuine watch of a Swiss brand, and | also bought a
fake watch which is made in China. If I don’t wear it, the fake watch can work for
three days but the genuine one may stop after just one day. So | think the quality of
luxury products is not necessarily good. They just use a high price to create an
illusion of nobility attached to the brand” (Interviewee 10, male, 47, mainland

Chinese tourist).

It is the suppliers’ fault that counterfeit goods are produced and it’s the initial buyer’s
fault that others are influenced. Many people buy fake products and it’s very
common now. “I never think about the ethical issues. Because nowadays, you can
buy fake products everywhere. In my opinion, the one who makes fake products and
the one who first purchases fake products should be blamed” (Interviewee 14, female,

53, international tourist).

Buying counterfeits is not against the law. “I never see or notice any kind of
punishment” (Interviewee 16, male, 34, international tourist). “In my country, it’s
natural to buy counterfeits and Customs will not check the authenticity of my
purchases when | go back to my home country. Although a product is counterfeited,
it is still consider an imported good from Hong Kong where it was purchased. So
people in my country like it. In addition, it’s not against the law to buy fake products
here in Hong Kong. I can buy as many as I like. If I can, if I'm doing business, I will

buy more than half a dozen products and bring them back to my country to re-sell,
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because the price and quality is really really good in Hong Kong” (Interviewee 14,

female, 53, international tourist).

7) Buying counterfeits is just normal business that will not cause harm to society. “I
give the seller money, and he gives me the product. This is a very simple and
straightforward transaction. There are always some kind of bullshit that when the
butterfly moves their wings, they will create or link to some hurricane, but that does

not seem right to me” (Interviewee 16, male, 34, international tourist).

The decision making style varies from person to person. Two liberated buyers are Type 1
fast thinkers and two liberated buyers are Type 2 slow thinkers. Interviewee 8 (female, 28,
mainland Chinese tourist) can make the decision of whether to purchase counterfeits very
quickly because she is concerned with her personal status and image. Interviewee 16 (male,
34, international tourist) thinks buying fake products is just a minor decision with little cost.
He will buy counterfeit goods if he needs it or if the products are interesting. He thinks such
small decisions do not warrant much thought. Type 1 liberated buyers are not easily affected
by others but can be affected by emotions. “I will not buy fake products if I am happy”
(Interviewee 8, female, 28, mainland Chinese tourist) but “I will go shopping and may
probably buy fake products if I feel lonely” (Interviewee 16, male, 34, international tourist).
Type 2 liberated buyers need time to compare products before making purchasing decisions.
They are easily affected by friends and others. “I buy counterfeit watches because my friend
recommended the shop to me. He said the quality is really good. However, I will not make
this decision quickly. I will compare the same product from different shops. Then I will buy
the cheaper one with higher quality” (Interviewee 10, male, 47, mainland Chinese tourist).
“If I have a lot of money, I can buy easily and quickly. But I have a limited budget so I need
time to compare and choose the product with relatively higher quality and more reasonable
price. I don’t have clear idea about what I want to buy, so sometimes I will be affected by
the vender and buy unnecessary things; I’ll also change my purchase decision if my daughter

says the product is not good” (Interviewee 14, female, 53, international tourist).

Liberated buyers from mainland China (/nterviewee 8, female, 28, Interviewee 10, male, 47)
prefer to buy counterfeit products in mainland China because the quality there is better. They
think counterfeits for sale in Hong Kong will negatively affect the image of Hong Kong
because they think Hong Kong should only sell genuine luxury products. Liberated buyers

from other countries prefer to buy counterfeit products in Hong Kong because the price is
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cheaper, the quality is better and it’s easier to buy than in their home countries. They think
counterfeits for sale in Hong Kong is a positive thing because they have more choice. “As
someone who can afford luxury products, I appreciate it. Hong Kong is the center of Asia
and is a popular shopping destination where we can buy everything. Even if it’s
counterfeited, the products still have very good quality and the price is so nice. I bought
many ‘I love HK’ T-shirts. I really like Hong Kong” (Interviewee 14, female, 53,
international tourist). Interviewee 16 (male, 34, international tourist) also expresses a

similar opinion.

6.5.2 Struggle buyers

Among the six absolute buyers, one is a struggle buyer (Interviewee 7, female, 31, mainland
Chinese tourist). She buys counterfeit products sometimes but is afraid others will
recognized these products are fake. She can make purchasing decisions very quickly as long
as the counterfeit product cannot be recognized. “I bought one counterfeit doll because the
genuine one was too expensive. The quality of the fake one is good and the price is cheap.
So I think it’s unnecessary to buy the genuine one. I will buy small designer counterfeit
products but I will not buy fake handbags because I’'m so afraid my friends will recognize

it as fake” (Interviewee 7, female, 31, mainland Chinese tourist).

6.5.3 Spurious buyers

Spurious buyers buy fake products often but deny the products are fake and avoid telling
others. They think unauthorized products produced by authorized factories of brand
companies are not counterfeits, because the material is the same as the genuine products.
Interviewee 2 (female, 29, Hong Kong resident) often buys such products and helps these
factories to sell to her friends. But she insists that these products are genuine and said she

will never buy fake products. This is due to the wrong perception of “counterfeits”.

The above analysis is based on the four types of interviewees on counterfeit purchase. The
interview results are also briefly analyzed based on cohorts, gender, age and education.
However, the difference is not so obvious and interesting because the main purpose of
interview is to explore the psychological process of ethical decision-making. According to

Table 6-2, there is only one absolute buyer (out of six respondents) in the Hong Kong
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resident cohort, but two absolute buyers (out of six respondents) in international tourist
cohort. No mainland Chinese tourists buy counterfeits in Hong Kong because all the three
mainland Chinese buyers purchase counterfeits in mainland China. In the interview, Hong
Kong residents are stricter when talking about counterfeit purchase; while international
tourists and mainland Chinese tourists are more opened to share their shopping experience.
Almost all mainland Chinese tourists agree that they prefer buying counterfeits in mainland
China rather than in Hong Kong while some international tourists enjoy shopping
counterfeits in Hong Kong than in their home countries. International tourists provide more
expressions related to emotions and their friends and families indicating that they are more
likely to be emotional and be affected by others. Most respondents are Type 1 fast thinkers
among the three cohorts. The difference of ethical judgement is not obvious among gender,

age and education.

6.6 Effect of anti-counterfeit marketing strategies

Price discounts are considered the most effective marketing strategy by three out of six
absolute buyers to prevent shoppers from buying counterfeits (/nterviewee 8, female, 28,
mainland Chinese tourist; Interviewee 7, female, 31, mainland Chinese tourist, Interviewee
2, female, 29, Hong Kong resident). The other absolute buyers are indifferent to anti-
counterfeit marketing strategies. Apart from price discounts, using sophisticated technology
to avoid imitation (Interviewee 8, female, 28, mainland Chinese tourist), educational
programs that emphasize the negative impacts on the buyer’s personal image (Interviewee
7, female, 31, mainland Chinese tourist) and explaining why genuine products deserve a
high price (Interviewee 2, female, 29, Hong Kong resident) are also considered effective

anti-counterfeit marketing strategies.

In conclusion, strict non-buyers and lenient non-buyers are Type 1 fast thinkers. Potential
buyers are between Type 1 fast thinking and Type 2 slow thinking depending on the product
category. For absolute buyers, liberated buyers can be either Type 1 fast thinkers or Type 2
slow thinkers. Struggle buyers are usually Type 1 fast thinkers as long as the counterfeit
products cannot be recognized by others. Spurious buyers are also Type 1 fast thinkers

because they believe they are buying genuine products.
Type 1 fast thinkers usually have a clear understanding of their personal status, personal
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image and are clear about what they want and what they should do. So they can make
purchase decisions very quickly and not easy to be affected by emotions, location, and other
people. Type 2 slow thinkers usually are not sure about what they want, can be easily
affected by others (friends, families, and venders) and probably make wrong decisions.
These findings are opposite to the previous literature that Type 1 fast thinkers are irrational,
easily make wrong decisions and are affected by others and emotions, while Type 2 slow
thinkers are rational and not easily affected by others (e.g. Petty & Wegener, 1999). Previous
literature also shows that Type 1 fast thinking is more likely to be associated with unethical
behaviors and Type 2 slow thinking is more likely to be associated with ethical behavior
(e.g. Harsanyi, 1977). However, the finding of these interviews show that non-buyers are

more often Type 1 fast thinkers and Type 2 slow thinkers can also be buyers of counterfeits.

The purpose of the qualitative interviews is to explore tourists’ demand and the ethical
decision-making process, and, along with the literature review, help design the quantitative

questionnaire.
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7 Survey results

7.1 Data check and Normality

A total of 1,500 questionnaires were collected. The data set was checked for validity and
Normality. There is no missing data and no outliers (scores exceed three times the standard
deviation away from the mean) were identified. The skewness and kurtosis values of all
scale variables meet the standard set by Kline (2011), which suggests approximately Normal

distributions. The results are show in Table 7-1.

Table 7-1 Results of Descriptive Statistics and normality of ethical scales

Moral intensity Mean (out of S) Standard Skewness Kurtosis
(Std. Error) Deviation (Std. Error) (Std. Error)

Q9a: The overall harm (if any) done  2.91 (0.024) 0.939 0.101 (0.063)  -0.385(0.126)

as a result of purchasing

counterfeits is very small.

QO9b: Most people would agree that  3.36 (0.024) 0.911 -0.542 (0.063) -0.195 (0.126)

purchasing counterfeits is alright.

Q9c: Purchasing counterfeits is not ~ 2.92 (0.024) 0.949 0.068 (0.063) -0.484 (0.126)

likely to actually cause any harm.

Q9d: Purchasing counterfeits will 3.10 (0.024) 0.948 -0.145 (0.063) -0.644 (0.126)

not cause any harm in the

immediate future.

Q09e: Purchasing counterfeits is 3.00 (0.024) 0.945 -0.060 (0.063) -0.524 (0.126)

alright if no friends or families are

negatively affected.

QOf: Purchasing counterfeits will 2.91 (0.025) 0.959 0.085 (0.063)  -0.513 (0.126)

harm very few people, if any.

Personal relevance Mean Standard Skewness Kurtosis
(Std. Error) Deviation (Std. Error) (Std. Error)

Q9g: The decision to purchase 3.05 (0.024) 0.918 -0.176 (0.063) -0.467 (0.126)

counterfeits is not important to me.

QOh: The decision to purchase 3.07 (0.025) 0.960 -0.175 (0.063) -0.444 (0.126)

counterfeits will not affect my

image held by families or friends.

QVi: The decision to purchase 3.05 (0.024) 0.933 -0.039 (0.063) -0.452 (0.126)

counterfeits would not cause me

any risks.

Emotion Mean Standard Skewness Kurtosis
(Std. Error) Deviation (Std. Error) (Std. Error)

Q9j: When making the decision of ~ 2.94 (0.023) 0.903 0.096 (0.063)  -0.176 (0.126)

whether to buy counterfeit products

or not, I was in a good mood.

Q9k: Emotions highly affected my  2.86 (0.025) 0.951 0.192 (0.063)  -0.496 (0.126)

decision of whether or not to buy

counterfeit products.

Multidimensional Ethics Scale Mean Standard Skewness Kurtosis

(MES) (Std. Error) Deviation (Std. Error) (Std. Error)

Q12. Knowingly purchasing counterfeit products is



Q12a: Fair 2.81 (0.046) 1.067 0.130 (0.106)  -0.765 (0.211)

Q12b: Morally right 2.58 (0.044) 1.007 0.354 (0.106)  -0.324 (0.211)

Q12c: Acceptable to my family and  2.93 (0.041) 0.952 -0.028 (0.106) -0.470 (0.211)

friends

Q12d: Acceptable in my culture 2.92 (0.043) 0.996 -0.071 (0.106) -0.802 (0.211)

Q12e¢: Personally satisfying and 2.72 (0.042) 0.968 0.234 (0.106)  -0.376 (0.211)

pleasurable

QI12f: Based on sound judgement 2.98 (0.041) 0.946 -0.165 (0.106) -0.426 (0.211)

Q12g: Acceptable for me if thereis  2.85 (0.042) 0.960 -0.007 (0.106) -0.649 (0.211)

no punishment

Q12h: OK if it can be justified by 3.05(0.041) 0.944 -0.218 (0.106) -0.558 (0.211)

positive consequences

Q12i: Does not violate established 2.80 (0.041) 0.939 0.218 (0.106)  -0.441 (0.211)

social norms

Q12j: Does not compromise 2.86 (0.041) 0.956 0.042 (0.106)  -0.497 (0.211)

important principles by which I live

Q12k: Ethical, in general 2.71 (0.044) 1.028 0.180(0.106)  -0.466 (0.211)

The effect of others Mean Standard Skewness Kurtosis
(Std. Error) Deviation (Std. Error) (Std. Error)

Q13a: I cannot resist impulses. 2.68 (0.025) 0.953 0.302 (0.063)  -0.486 (0.126)

Q13Db: I cannot resist distractions 2.74 (0.025) 0.951 0.236 (0.063)  -0.602 (0.126)

from others.

Q13c: I rely on the guidance of 2.65 (0.024) 0.930 0.183 (0.063)  -0.528 (0.126)

others to make judgements.

Q13d: I find it difficult to exercise 2.55(0.024) 0.921 0.485(0.063) -0.134 (0.126)

self-control.

Q13e: When I travel in a group, my  3.06 (0.026) 0.992 -0.178 (0.063) -0.684 (0.126)

judgement will be different from

when I am alone.

Neutralization Mean Standard Skewness Kurtosis
(Std. Error) Deviation (Std. Error) (Std. Error)

Ql6a: Purchasing counterfeits is 3.44 (0.042) 0.788 -0.401 (0.129) 0.170 (0.258)

not a big deal. Everyone does it.

Q16b: There's no harm done in 3.49 (0.045) 0.845 -0.402 (0.129) 0.073 (0.258)

purchasing counterfeits. The

designer brands are still rich

anyway.

Qlé6c: It's the designer brand's fault, 3.16 (0.050) 0.949 0.008 (0.129)  -0.473 (0.258)

the designer brands should make it

more difficult to copy their designs.

Ql6d: It's a joke designer brands 3.41 (0.044) 0.824 -0.318 (0.129)  0.066 (0.258)

should complain about me buying

counterfeit goods when these

companies are making products in

sweat shops with child labor.

Ql6e: I wanted to buy the genuine  2.73 (0.049) 0.915 0.279 (0.129)  -0.394 (0.258)

products but the queues were too

long.

Q16f: T don't think buying 3.22 (0.043) 0.815 -0.116 (0.129)  -0.155 (0.258)

counterfeit products is unethical.

* 5= Strongly agree, 4= Agree, 3= Neutral, 2= Disagree, 1= Strongly disagree
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7.2 Profile of the respondents

Table 7-2 shows the profile of respondents of the main survey. As per the stratified sampling
procedure, to match the sample proportions with the target populations, over 50% of Hong
Kong residents and mainland Chinese tourists are female but 62% of international tourists
are male. The majority of the respondents are in the age range 18 to 54 years old, but
mainland Chinese tourists are relatively young in that 48.8% are 18 to 34 years old and
Hong Kong residents are relatively old, in that 33% are over 55 years old. International
tourists have higher educational levels than the other two cohorts with 58.2% obtaining
bachelor’s degrees or above. Over 55% of the respondents are married and employed. The
international tourists come from different countries but the most frequent are from United
Kingdom (16.8%), elsewhere in Europe (16.4%), Australia (14.2%) and USA (12.4%). The
tourists come to Hong Kong with others (e.g. friends and family), mainly for recreation, and
organized their trips independently. 73.6% of mainland Chinese tourists are repeat visitors
but 50.4% of international tourists are first time visitors. 94% of international tourists stay

overnight but only 56% of mainland Chinese tourists are overnight visitors.

Table 7-2 Profile of the main survey respondents (n=1500)

Demographics ang Kong Mainlal}d Chinese Interflational
Residents (%) Tourists (%) Tourists (%)
N=500 N=500 N=500
Gender
Male 454 40.8 62.0
Female 54.6 59.2 38.0
Age (in years)
18-24 10.2 15.6 10.6
25-34 17.8 332 23.6
35-44 18.4 24.8 21.6
45-54 20.6 14.6 21.6
55-64 29.0 11.6 16.6
65-74 3.8 0.2 54
75 or above 0.2 0 0.6
Highest Education Level
Primary school 1.2 1.0 0.2
Some high school 5.4 8.6 1.6
High school graduate 30.8 22.6 142
Some college credit, no 18.8 32.4 15.4
degree
Trade/technical/vocational 3.2 2.0 10.4
training
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Bachelor's degree 334

Post Graduate degree 7.2
Marital status

Single, never married 37.6

Married or domestic 58.6
partnership

Widowed L6

Divorced 2.0

Separated 0.2
Employment status

Student 6.2

Self employed 4.4

Employed full-time 71.4

Employed part-time 6.4

Unemployed 238

Retired 8.8
Place of residence

UK

Elsewhere in Europe

USA

Canada

Australia

New Zealand

Japan

South Korea

Taiwan

Malaysia

Singapore

India

Indonesia

Other
Purpose of trip

Recreation, tourism and
relaxation

Visiting relatives and
friends

Business reasons

Attending a conference,
exhibition, or seminar

Education
Health
Others
Travel arrangement
My trip to Hong Kong was

organized by a travel agency /
tour operator
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28.6
4.8

38.4
60.6

0.6
0.4

0.0

9.6
13.0
64.4

1.6

5.6

5.8

86.2

54

3.0
1.2

0.0
1.4
2.8

6.0

46.6
11.6

34.6
59.2

1.2
44
0.6

8.2
13.8
53.0
7.8
7.0
10.2

16.8
16.4
12.4
5.8
14.2
1.8
1.6
2.4
4.6
4.2
5.8
2.4
1.0
10.6

72.6

10.8

11.6
2.2

1.6

1.2

27.0



I organized my travel 94.0 73.0
independently

Travel companionship

Just myself 8.4 19.2

With others 91.6 80.8
First Time or Repeat Visitor

First time 26.4 50.4

Repeat 73.6 49.6
Overnight or Same-Day Visitor

Same-Day 44.0 6.0

Overnight 56.0 94.0

7.3 Exploratory factor analysis

Exploratory factor analysis (EFA) was conducted on moral intensity (5 items), motivation
(5 items), MES (11 items), the effect of others (5 items) and neutralization (6 items) to
explore these constructs’ dimensionality. Principal axis factoring is selected as the extraction
method. Table 7-3 shows the results of EFA. The KMO values of all the five constructs are
larger than 0.757 and the Bartlett’s test of sphericity are all significant (p < 0.000), which
indicates good factor structure (Hair et al., 2010) and the correlations between items are
sufficiently large (Field, 2009). The solution cannot be rotated in SPSS because only one
factor was extracted for each of the five constructs. Therefore, the factor loadings,
eigenvalues and variance explained show the unrotated solution. The eigenvalues of all five
constructs over the Kaiser’s criterion of 1 and the variances explained by the extracted
factors are all over 36%. The Cronbach’s Alpha coefficients are all higher than 0.7 indicating
good internal consistency reliability of the five constructs. Almost all the factor loadings are
higher than 0.5 except two items: Q9k (Emotions highly affected my decision of whether or
not to buy counterfeit products) and Q16e (I wanted to buy the genuine products but the
queues were too long). The deletion of these two items can help to slightly increase the
Cronbach’s Alpha coefficients of the constructs of motivation and neutralization
respectively. However, since these two items (especially Q9k) are considered to provide
useful information for the research, they are retained for theoretical reasons, but might be
omitted in the model testing stage if the model fit can be improved. Since only one factor
was extracted for each of the five constructs, validity of these constructs is confirmed from

previous literature. Thus, confirmatory factor analysis (CFA) is not necessary. In addition,

117



since the expected model includes both categorical and continuous independent variables

and the dependent variable is categorical, CFA is not appropriate.

Table 7-3 Results of EFA in main survey

Construct and item Factor Cronbach's
loadings  aif deleted

Moral intensity (KMO = 0.88, Bartlett's Test of Sphericity p<0.000, Eigen value = 2.939, variance
explained = 48.979%, Cronbach’s o. = 0.847)

Q9a: The overall harm (if any) done as a result of purchasing counterfeits 0.648 0.829
is very small.

Q9h: Most people would agree that purchasing counterfeits is alright. 0.543 0.846
Q9c: Purchasing counterfeits is not likely to actually cause any harm. 0.823 0.801
Q9d: Purchasing counterfeits will not cause any harm in the immediate 0.735 0.816
future.

Q9e: Purchasing counterfeits is alright if no friends or families are 0.762 0.810
negatively affected.

QOf: Purchasing counterfeits will harm very few people, if any. 0.652 0.829

Motivation (KMO = 0.757, Bartlett's Test of Sphericity p<0.000, Eigen value = 1.889, variance
explained = 37.781%, Cronbach’s o.= 0.736)

Q9g: The decision to purchase counterfeits is not important to me. 0.567 0.701
Q9h: The decision to purchase counterfeits will not affect my image held 0.719 0.657
by families or friends.

Q09i: The decision to purchase counterfeits would not cause me any risks. 0.750 0.650
Q9j: When making the decision of whether to buy counterfeit products or 0.579 0.687
not, I was in a good mood.

Q9k: Emotions highly affected my decision of whether or not to buy 0.391 0.746

counterfeit products.

MES (KMO = 0.946, Bartlett's Test of Sphericity p<0.000, Eigen value = 5.995, variance explained=
54.501%, Cronbach’s o = 0.929)

Q12a: Fair 0.718 0.923
Q12b: Morally right 0.717 0.923
Q12c: Acceptable to my family and friends 0.793 0.920
Q12d: Acceptable in my culture 0.719 0.923
Q12e: Personally satisfying and pleasurable 0.808 0.919
Q12f: Based on sound judgement 0.662 0.925
Q12g: Acceptable for me if there is no punishment 0.789 0.920
Q12h: OK if it can be justified by positive consequences 0.693 0.924
Q12i: Does not violate established social norms 0.707 0.923
Q12j: Does not compromise important principles by which | live 0.782 0.920
Q12k: Ethical, in general 0.718 0.923

The effect of others (KMO = 0.83, Bartlett's Test of Sphericity p<0.000, Eigen value = 2.438,
variance explained = 48.759%, Cronbach’s a = 0.822)

Q13a: | cannot resist impulses. 0.744 0.775
Q13b: I cannot resist distractions from others. 0.741 0.776
Q13c: I rely on the guidance of others to make judgements. 0.684 0.789
Q13d: I find it difficult to exercise self-control. 0.737 0.776
Q13e: When | travel in a group, my judgement will be different from 0.569 0.817

when | am alone.

Neutralization (KMO = 0.789, Bartlett's Test of Sphericity p<0.000, Eigen value = 2.163, variance
explained= 36.043%, Cronbach’s a = 0.742)

Q16a: Purchasing counterfeits is not a big deal. Everyone does it. 0.744 0.677
Q16b: There's no harm done in purchasing counterfeits. The designer 0.664 0.692
brands are still rich anyway.
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Q16c: It's the designer brand's fault, the designer brands should make it 0.523 0.708
more difficult to copy their designs.

Q16d: It's a joke designer brands should complain about me buying 0.552 0.706
counterfeit goods when these companies are making products in sweat

shops with child labor.

Q16e: | wanted to buy the genuine products but the queues were too long. 0.277 0.770
Q16f: | don't think buying counterfeit products is unethical. 0.716 0.670

7.4 Incidence of counterfeit purchases

To investigate the incidence of counterfeit purchases, tourists were asked whether they
bought counterfeit products during their stay in Hong Kong, and Hong Kong residents were
asked whether they bought any counterfeit products in Hong Kong in the past 12 months.
Most of the respondents did not buy counterfeits but Hong Kong residents have the highest
percentage of counterfeit buyers and mainland Chinese tourists have the lowest. 34.8% of
Hong Kong residents bought counterfeits while 15.2% of mainland Chinese tourists and
21.0% of international tourists bought counterfeits while in Hong Kong. According to the
Pearson Chi-square test, there is significant difference between the proportion of counterfeit
buyers in the three cohorts, ¥2 (2, n = 1500) = 56.11, p = 0.000. The proportion of Hong
Kong resident counterfeit buyers is significantly higher than mainland Chinese tourists (p =
0.000) and international tourists (p = 0.000). International tourists are more likely (p = 0.052)

to buy counterfeits than mainland Chinese tourists during their trip in Hong Kong.

For tourists who did not buy counterfeits during this trip in Hong Kong, they were asked the
reasons. This helps identify the difference between strict non-buyers and potential buyers
identified in the qualitative study. Of the 84.8% of mainland Chinese tourists who did not
buy counterfeits in Hong Kong, 75.0% will never buy counterfeits while 20.5% buy
counterfeits in mainland China. The main reasons of buying counterfeits in mainland China
rather than in Hong Kong are due to cheaper prices and higher value for money for
counterfeits in mainland China. Of the 79.0% of international tourists who did not buy
counterfeits in Hong Kong, 79.7% will never buy counterfeits while 12.4% buy counterfeits
in their home countries and 6.8% will buy counterfeits in mainland China. For those who
buy counterfeits in their home countries, they perceive prices to be cheaper with more
available choices. For those who buy counterfeits in mainland China, other than cheaper

prices, they believe there are more channels to buy (e.g. online) counterfeits in mainland

China.
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The majority of purchases are non-deceptive counterfeit goods. For those who bought
counterfeits in Hong Kong, 97.7% of Hong Kong residents, 89.5% of mainland Chinese
tourists and 93.3% of international tourists either knew the products they bought were not
genuine or doubted their authenticity through cues of price, location, packaging, etc. The
Ladies Market, Mongkok and Temple Street, Jordan are the top two places where they

bought counterfeits.

The buying patterns of Hong Kong residents and tourists who purchase counterfeit product
are shown in Table 7-4. The types and quantities of counterfeit products purchased vary by
cohort. The first section of Table 7-4 shows the incidence of counterfeit purchased by
product category based on the total sample size of each cohort. This helps to understand the
percentage of Hong Kong residents / mainland Chinese tourists / international tourists who
buy counterfeit products in certain categories. The second section shows the same incidence
based on the total counterfeit buyers in each cohort. Section three of the table shows the
average number of counterfeit products purchased in each category and section four of Table
7-4 shows the average unit price of the counterfeit products in each category. These two
sections are based on those who purchased counterfeits in that category. Section five shows
the total average expenditure of counterfeit products purchased in that category. In general,
counterfeit apparel / accessories and handbags / wallets are the most likely to be purchased.
Hong Kong residents are relatively more likely to purchase counterfeit wearing apparel /
accessories and electronics. Mainland Chinese are relatively less likely to purchase wearing
apparel / accessories but are relatively more likely to purchase counterfeit footwear, watches
/ jewelry and other goods, such as cosmetics and medicines. International tourists are

relatively less likely to purchase counterfeit footwear.

Table 7-4 Counterfeit product buying patterns by cohort

(1) Incidence of Counterfeit Purchase Hong Kong Mainland Chinese International
among Total Cohort Residents (1) Tourists (2) Tourists (3)
Wearing apparel / accessories 19.6% 3.4% 9.0%
Electronics 8.6% 1.0% 3.6%
Handbags / wallets 15.4% 7.0% 10.0%
Footwear 7.4% 5.0% 2.0%
Watches / jewelry 5.6% 4.0% 3.4%
Others 1.4% 1.8% 0.6%

(2) Incidence of Counterfeit Purchase among Counterfeit
Buyers
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Wearing apparel / accessories 56.32%?2 (000 22.37% 42.86%?2 (012)

Electronics 24.71%?2 (902 6.58% 17.14%
Handbags / wallets 44.25% 46.05% 47.62%
Footwear 21.26%3 (933 32.89%3 (000) 9.52%
Watches / jewelry 16.09% 26.32% 16.19%
Others 4.02% 11.84%3 (049 2.86%

(3) Average Quantity Purchased

Wearing apparel / accessories 15 2.0 2 11(0.005)
Electronics 1.2 18 27
Handbags / wallets 21 1.7 13
Footwear 4.8 12 1.6
Watches / jewelry 1.1 17 15
Other 15.3 7.0 43

(4) Average Unit price (HKS)
Wearing apparel / accessories $245.50 $514.711(012).3 (021) $242.78
Electronics $474.14 $2,016.00! (017 $774.11
Handbags / wallets $300.82 $2,310.14! (040).3 (052) $225.80
Footwear $273.24 $667.28! (000 $722.80! (009
Watches / jewelry $601.04 $3,050.35 $397.53
Other $200.00 $256.33 $1,771.67

(5) Average Costs (of those who bought counterfeit

products) (HKS)
Wearing apparel / accessories $385.58 $1,379.411 (00D $732.78
Electronics $516.47 $4,416.00! (009 $1,889.11
Handbags / wallets $378.32 $5,516.71 $304.40
Footwear $288.08 $1,003.28 $1,622.80! (019
Watches / jewelry $679.61 $3,607.35 $591.53
Other $10,100.43 $2,007.22 $8,848.33
Total costs $1,089.18 $4,656.70! (020 $1,285.98

* A superscript represents a statistically significant difference at the 95% level of confidence from the indicated
column. The number in parenthesis represents the specific p-value.

Different consumer groups also show a different willingness to pay for different counterfeit
products. In general, mainland Chinese tourists purchase more expensive counterfeit goods
compared with international tourists and Hong Kong residents. Mainland Chinese tourists
are more likely to purchase high valued counterfeit wearing apparel / accessories than Hong

Kong residents (p = 0.012) and international tourists (p = 0.021). These tourists also
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purchase more expensive counterfeit electronics (p = 0.017), handbags / wallets (p = 0.040)
and footwear (p = 0.000) than Hong Kong residents. However, international tourists are
more likely to purchase high valued cosmetics (other product category) than the other two

cohorts.

Of those who purchase counterfeit products, Hong Kong residents spend an average of
HKS$ 1,089.18 (US$ 139.64) per year on counterfeit products. Mainland Chinese tourists
spend an average of HK$ 4,656.70 (US$ 597.01) while international tourists spend an
average of HK$ 1,285.98 (US$ 164.87) during their stay in Hong Kong on counterfeit
products. Mainland Chinese tourists spend relatively more, on average, than Hong Kong
residents on counterfeit wearing apparel / accessories (HK$ 1,379.41 vs HK$ 385.58; p =
0.001), electronics (HKS 4,416.00 vs HK$ 516.47; p = 0.008) while international tourists
spend relatively more, on average, on counterfeit footwear than Hong Kong residents

(HKS 1,622.80 vs HK$ 288.08; p = 0.015).

7.5 Economic value of counterfeit purchases

To estimate the total value of the non-deceptive counterfeit goods market in Hong Kong,
the incidence of purchasing a counterfeit product in each product category [Table 7-4 (1)]
is multiplied by the median expenditure in each category (the median of the total expenditure
value is used by product as, like most expenditure data, the data is right-skewed, hence the
mean values will be inflated). Summing across product categories, gives the average per
person expenditure per cohort (Table 7-5, Row 2). The total number of adult persons is
obtained from the Hong Kong census data for Hong Kong Residents (HKCSD, 2016) and
“A Statistical Review of Hong Kong Tourism 2016” (HKTB, 2017), the survey screened out
anyone under 18 years of age. In Table 7-5, “All Tourists” (Column C) is the aggregation of

Mainland Chinese tourists (Column A) and International Tourists (Column B).

The median value of expenditure for each Hong Kong resident is HK$ 122.84 (US$ 15.75),
for each mainland Chinese tourist is HK$ 136.00 (US$ 17.44) and for each international
tourist is HK$ 77.09 (US$ 9.88). Extrapolating this data to the respective populations, Hong
Kong residents spend HK$ 781.69 million (US$ 100.22 million) on non-deceptive
counterfeits, mainland Chinese spend HK$ 5,340.77 million (US$ 684.71 million) and
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international tourists spend HK$ 978.83 million (US$ 125.49 million) per year. This means,
together the total tourist market spends HKS$ 6,319.60 million (US$ 810.21 million) on non-
deceptive counterfeit products. The tourist market then constitutes 89% of counterfeit
purchases in Hong Kong. Table 7-5 also shows total tourist expenditures in Hong Kong
(Row 4) and total tourist expenditures on shopping in Hong Kong (Row 5). Taken as a
percentage of total expenditures on shopping, non-deceptive counterfeit purchases represent
4.2% of all tourist shopping expenditure, including up to 6.5% of international tourists’

shopping expenditure.

Table 7-5 Total non-deceptive counterfeit expenditure in Hong Kong

Hong Kong  Mainland Chinese International All Tourists

Residents Tourists (A) Tourists (B) (©)
(1) Adult Persons 6,363,280 39,270,337 12,697,234 51,967,571
(2) Median Per Person Expenditure $122.84 $136.00 $77.09 $213.09
gfggﬁﬁﬁgﬁ‘;‘:i;ﬂ Counterfeits — ¢7¢1 69 $5,340.77 $978.83  $6,319.60
(4) Total Tourist Expenditure $186,599 $52,280 $238,879
S)szeitgiltEr"e““St Shopping $135,839 $15,049 $150,889
e .
Egg/(s;)opplng % of Total Expenditure 72.8% 28.8% 63.2%
. . 0
(7) Counterfeit Expenditure as % of 3.9% 6.5% 429

Shopping Expenditure (3)/(5)
Source: Row (1) Hong Kong Census and Statistics Department, 2016; Hong Kong Tourism Board, 2017;
Row (4, 5) Hong Kong Tourism Board, 2017; Row (2, 3, 6, 7) Authors’ Calculations.

7.6 Perceived benefits & marketing strategies of counterfeit sellers

In terms of perceived benefits of purchasing counterfeit products, counterfeit buyers were
asked to rate the benefits of purchasing counterfeit products on a range of attributes on a
five-point Likert scale where 1 is Strongly Disagree and 5 is Strongly Agree. Table 7-6
shows the mean scores out of five across these attributes for the three different cohorts.
Across the three cohorts, the highest ranking perceived benefit of counterfeits were lower
costs with goods of similar functions. However, respondents recognized the trade-offs to
lower costs: lower quality goods that tended to be less reliable. International tourists were
statistically more likely to perceive greater benefits of counterfeits than the other two

cohorts.
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Table 7-6 Perceived benefits of purchasing counterfeit products

Hong Kong Mainland Chinese  International

Residents (1) Tourists (2) Tourists (3)
Costs much less than the genuine version 4.19 4.09 4.22
Is value for money 3.56 3.47 3.8012
Is value for the status 3.16 3.36 3.67"2
Provides similar functions to the genuine version 3.61 3.66 3.89!
Is of similar quality to the genuine version 3.39 3.59 3.36
Is as reliable as the genuine version 2.92 3.18 3.30!

* A superscript represents a statistically significant difference at the 95% level of confidence from the
indicated column

Counterfeit buyers perceive that the effectiveness of counterfeit sellers’ marketing strategies
tend to come from the wide range of products as well as the ability to bargain with sellers
(Table 7-7). Compared to Hong Kong residents, mainland Chinese tourists who buy
counterfeit products perceive the aesthetic displays and packaging are what entices them to
buy counterfeits. The international tourists perceive the wide choice of products as being an
effective marketing tool while Hong Kong residents are less likely to perceive word-of-

mouth recommendations as being an effective marketing tool compared to the other cohorts.

Table 7-7 Perceived effectiveness of counterfeit sellers' marketing strategies

Hong Kong  Mainland Chinese  International

Residents (1) Tourists (2) Tourists (3)
Possibility to negotiate prices 3.60 3.64 3.83
Good packaging 3.31 3.68"3 3.28
Attractive display 3.40 3.72! 3.50
Many choices of products 3.65 3.71 3.92!
Exciting and adventurous shopping environment 3.39 3.42 3.64
The seller’s persuasiveness 3.36 3.50 3.47
Word-of-mouth / friends’ recommendations 3.21 3.49! 3.52!

* A superscript represents a statistically significant difference at the 95% level of confidence from the
indicated column

7.7 Impact of counterfeits on shopping experience

Both buyers and non-buyers were asked whether they are satisfied with the shopping
experience, their counterfeit shopping intention in the future and how the availability of

counterfeits affect their perception of Hong Kong.

Among those who purchased counterfeit products, there is relatively high agreement, across
the three cohorts that purchasing counterfeit products enhanced the shopping experience
(Table 7-8). This finding is more applicable for the international tourists than for the other

cohorts. The author also sought to determine if the availability of counterfeit products in
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Hong Kong is detrimental to the shopping experience among non-purchasers of counterfeit
products. The second panel of Table 7-8 shows the mean scores on a 5-point agreement
Likert scale of attributes relating to the Hong Kong shopping experience among non-
counterfeit purchasers. The availability of counterfeits does not seem to reduce the shopping
experience for those who do not buy counterfeit products. International tourists and
mainland Chinese tourists still agree Hong Kong is a shopping paradise despite the existence
of counterfeit products. International tourists are less likely to agree that their perceptions
of Hong Kong as “shopping paradise” has decreased because there are counterfeit products

sold in Hong Kong.

Table 7-8 Impact of counterfeits on shopping experience

(1) Among Counterfeit Buyers Hong Kong  Mainland Chinese International

Residents (1) Tourists (2) Tourists (3)
I am satisfied with the shopping experience 3.61 3.63 3.9712
I will shop at the same place again in the 331 332 36812
future
My pe.rceftlon .of Hong Kong as “shopping 312 341! 3 531
paradise” has increased
(2) Among Counterfeit Non-Buyers
I.am satisfied with my shopping experience 330 4.09! 403!
in general
I will still not buy counterfeits in the future 3.70 3.9213 3.78
My perception of Hong Kong as “shopping
paradise” has decreased because there are 3.273 3.333 2.83

counterfeit products sold in Hong Kong
* A superscript represents a statistically significant difference at the 95% level of confidence from the
indicated column

7.8 Effectiveness of anti-counterfeiting strategies

Both buyers and non-buyers of counterfeits were asked to evaluate the effectiveness of
different anti-counterfeiting strategies in combating the purchase of counterfeit goods. Table
7-9 shows that, amongst all respondents, having price discounts of genuine products and
campaigns that show potential risks in health or safety from buying counterfeits are the most
effective anti-counterfeiting strategies. In terms of differences between cohorts, a variety of
strategies would be more effective among the mainland Chinese tourists and less so among
Hong Kong residents. These strategies relate to educating mainland Chinese tourists about
the risks / negative impacts of purchasing counterfeit products, explaining why genuine

products deserve high prices and developing websites that enable online petitions to boycott
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counterfeits. International tourists are more open to anti-counterfeiting strategies than Hong
Kong residents. Generally, various anti-counterfeiting marketing strategies are perceived

more effective by tourists than Hong Kong local residents.

Table 7-9 Perceived effectiveness of anti-counterfeiting strategies

Hong Kong  Mainland Chinese International
Residents (1) Tourists (2) Tourists (3)

Q7a: Anti-counterfeit advertisements using
celebrities or other educational advertisements in
the media discourage me from buying counterfeit
products

Q7b: Education programs about the negative
impact of counterfeits on the economy and
society discourage me from buying counterfeit
products

Q7c: Campaigns that show potential risks in
health or safety of buying counterfeits discourage 3.63 3.703 3.51
me from buying counterfeit products

Q7d: An explanation or justification of why

genuine products deserve a high price discourages 3.26 3.5413 3.32
me from buying counterfeit products

Q7e: Websites that enable consumers to sign

online petitions to boycott counterfeits discourage 3.12 3.4513 3.27!
me from buying counterfeit products

Q7f: Price discounts of genuine products
discourage me from buying counterfeit products
* A superscript represents a statistically significant difference at the 95% level of confidence from the
indicated column

2.99 3.47'3 3.23!

3.20 3.531 3.40!

3.893 4.02} 3.69

7.9 Degree of neutralization by cohorts

To test the degree of neutralization, counterfeit buyers were asked to rate the extent to which
they justified buying counterfeits. Table 7-10 shows that mainland Chinese tourists are more
likely to agree on most of the justifications such as condemning the brand owners’ unethical
behaviors and considering buying counterfeits is a common behavior done by everyone.
Hong Kong residents are generally stricter on those justifications than tourists but more
likely to agree on the statement that “there is no harm done in purchasing counterfeits; the
designer brands are still rich anyway”. International tourists are significantly (p <0.05) more
likely to agree to condemn the brand owner’s unethical behavior (Q16d) than Hong Kong
residents. However, in general, there are little statistically significant differences in the
degree of neutralization among different cohorts.
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Table 7-10 Degree of neutralization by cohorts

Hong Kong
Residents (1)

Mainland Chinese
Tourists (2)

International
Tourists (3)

Ql6a: Purchasing counterfeits is not a big deal.
Everyone does it.

Q16b: There's no harm done in purchasing
counterfeits. The designer brands are still rich
anyway.

Ql6c: It's the designer brand's fault, the designer
brands should make it more difficult to copy their
designs.

Ql6d: It's a joke designer brands should complain
about me buying counterfeit goods when these
companies are making products in sweat shops
with child labor.

Ql6e: I wanted to buy the genuine products but
the queues were too long.

Ql6f: I don't think buying counterfeit products is
unethical.

3.40

3.57

3.09

3.28

2.68

3.20

3.51

3.43

3.28

3.54

2.64

3.36

3.47

3.40

3.21

3.54!

2.87

3.17

* A superscript represents a statistically significant difference at the 95% level of confidence from the

indicated column

7.10 Ethical decision-making process - Hypotheses testing

The hypotheses developed in Chapter 4 are tested to explore different stages of the ethical
decision-making process. The ethical decision-making of Type 1 fast thinkers and Type 2
slow thinkers is first explored in this chapter, followed by exploring the difference among

the three cohorts and the effect of different demographics such as gender and age. Table

7-11 shows the numbers of Type 1 fast and Type 2 slow thinkers by gender and cohorts.

Table 7-11 Numbers of Type 1 and Type 2 thinkers by gender and cohorts

Type 1 Type 2
(N=966) (N=534)

By gender

Male 491 250

Female 475 284
By cohort

Hong Kong residents 350 150

Mainland Chinese tourists 305 195

International tourists 311 189

As defined in the questionnaire (Question 10), Type 1 fast thinkers are those who make
simple decisions which required the least amount of time; want to make a decision which

does not require too much thinking; and make choices which are the easiest. Type 2 slow
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thinkers are those who make the complicated decisions which require a lot of thinking;
spend time thinking about possible consequences for themselves and others; and consider
all the facts about whether to buy counterfeit products. The hypotheses developed in Chapter
4 investigate how these two types of thinkers make ethical decisions about purchasing

counterfeits. The results are reported below.

7.10.1 Ethical dilemma

Hypothesis 2a: Type 1 fast thinking will be used if moral intensity is perceived to be low;
Hypothesis 2b: Type 2 slow thinking will be used if moral intensity is perceived to be high.

Independent sample t-tests are conducted to see whether there is any difference between
Type 1 and Type 2 thinkers on perceiving the moral intensity of counterfeits purchases. It is
assumed that the moral intensity perceived by Type 1 fast thinkers is lower than Type 2 slow
thinkers in Chapter 4. As shown in Table 7-12, the result of the t-tests show there are
significant differences between Type 1 and Type 2 thinkers in all six items of moral intensity.
The mean scores of Type 1 fast thinkers are all higher than those of Type 2 slow thinkers
with p values all lower than 0.01. To further confirm these results, the grand mean of the six
moral intensity statements of both Type 1 and Type 2 thinkers were computed and compared.
The p value is lower than 0.001, which confirms that the moral intensity of purchasing
counterfeits is significantly lower by Type 1 fast thinkers than by Type 2 slow thinkers.
Since a score of ‘3’ is considered as the midpoint in a five-point Likert scale, Type 1 fast
thinkers’ total mean is above 3 while Type 2 slow thinkers’ total mean is below 3. This
means that moral intensity perceived by Type 1 fast thinkers is relatively low and moral

intensity perceived by Type 2 fast thinkers is high. Therefore, H2 is supported.

Table 7-12 Moral intensity difference by type of thinking

Type 1 Type 2 p value

(N=966) (N=534)
Q9a: The overall harm (if any) done as a result of 2.98 2.79 0.000
purchasing counterfeits is very small.
Q9b: Most people would agree that purchasing 3.45 3.22 0.000
counterfeits is alright.
Q9c: Purchasing counterfeits is not likely to actually 3.02 2.74 0.000
cause any harm.
Q9d: Purchasing counterfeits will not cause any harm 3.21 2.89 0.000
in the immediate future.
Q9e: Purchasing counterfeits is alright if no friends or 3.11 2.81 0.000

families are negatively affected.
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QOf: Purchasing counterfeits will harm very few 2.96 2.81 0.006
people, if any.
Total mean of moral intensity 3.12 2.88 0.000

7.10.2 Motivation & opportunity to process

Hypothesis 3a: Type 1 fast thinking will be used if personal relevance is low, cognitive effort
is low, emotion is negative, and time is limited;
Hypothesis 3b: Type 2 slow thinking will be used if personal relevance is high, cognitive

effort is high, emotion is positive and time is sufficient.

According to the conceptual model proposed in Chapter 4, personal relevance, cognitive
effort, emotion and time are the four factors of motivation, which is the second stage of
ethical decision-making. In Chapter 4, it is assumed that when personal relevance and
cognitive effort are low, emotion is negative and time is limited, Type 1 fast thinking will
be used to make decisions; otherwise, Type 2 slow thinking will be used. Because cognitive
effort and decision-making time are already used to define the two types of thinking in the
questionnaire (Question 10), the following analysis investigates the differences in personal
relevance and emotion between Type 1 fast and Type 2 slow thinkers for the scale of
motivation. T-tests are conducted to see whether any differences exist between Type 1 fast

and Type 2 slow thinkers on personal relevance, emotion and motivation as a whole.

Table 7-13 Motivation difference by type of thinking

Type 1 Type 2 p value

(N=966) (N=534)
Q9g: The decision to purchase counterfeits is not 3.14 2.89 0.000
important to me.
QO9h: The decision to purchase counterfeits will not 3.14 2.94 0.000
affect my image held by families or friends.
QOi: The decision to purchase counterfeits would not 3.13 291 0.000
cause me any risks.
Total mean of personal relevance 3.14 291 0.000
Q9j: When making the decision of whether to buy 3.00 2.84 0.001
counterfeit products or not, I was in a good mood.
Q9k: Emotions highly affected my decision of 2.87 2.83 0.456
whether or not to buy counterfeit products.
Total mean of emotion 2.94 2.83 0.018
Total mean of motivation 3.06 2.88 0.000

Table 7-13 shows differences between the two types of thinking on several motivations.
First, there are significant differences between Type 1 fast and Type 2 slow thinkers in all
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three items and the total mean of personal relevance (p < 0.000). The personal relevance of
Type 1 fast thinkers is significantly lower than that of Type 2 slow thinkers. Because Type
1 fast thinkers’ total mean of personal relevance is above the neutral score of 3 while Type
2 slow thinkers’ total mean is below 3, when considering counterfeit purchases, the personal

relevance of Type 1 fast thinkers is low while that of Type 2 slow thinkers is high.

Second, concerning emotion, the mood of Type 1 fast thinkers is significantly more positive
than Type 2 slow thinkers (p < 0.001) when making the purchase decision of counterfeits.
However, there is no significant difference (p > 0.05) between the two types of thinkers on
whether emotions affected their decision making processes. The combined mean of the two
emotion items is different between the two types of thinkers at significance level of 0.05
(2.94 vs 2.83; p = 0.018). When combining personal relevance and emotion to look at
motivation as a whole, the result of independent-samples t-tests show there are significant
differences between Type 1 fast and Type 2 slow thinkers (3.06 vs 2.88; p < 0.000).
Therefore, Hypothesis 3 is mostly supported with one exception that the emotion of Type 1
fast thinking is more positive (not negative) than Type 2 slow thinking, which is different
from our hypothesis. In addition, for both types of thinkers, emotions do not significantly

affect their purchase decision of counterfeits.

7.10.3 Ethical judgement

Hypothesis 4al: Type 1 fast thinkers will follow lower cognitive level of moral reasoning.
Hypothesis 4a2: Type 1 fast thinkers are more easily affected by the marketing strategies of

counterfeit sellers.

Since Type 1 thinking is fast, this type of thinkers will use their ethical principles to make
the purchase decision. The ethical principles of an individual is based on his / her cognitive
level of moral reasoning which is the product of education, values, family environment and
other individual factors. When cognitive effort is low, it is assumed that Type 1 fast thinkers
usually follow lower cognitive levels of moral reasoning which focus mainly on personal
needs rather being concerned about others’ opinions; and their decision is more easily

affected by counterfeit sellers’ marketing strategies.
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Table 7-14 Ethical principles followed by Type 1 fast thinkers

Percentage
I mainly focused on personal gain and loss / image / status / principles. 32.4
I mainly judged whether there is any punishment for the decision. 12.4
I mainly considered the expectation / acceptance of families or friends. 10.6
I mainly considered the fairness to those who might be affected by my decision. 11.9
I mainly considered my responsibility to the society. 17.4
I considered all ethical principles of all cultures and societies. 153
Total 100.0

Among Type 1 fast thinkers, 32.4% focus on personal gain and loss / image / status / ethical
principles (Table 7-14). This is the ethical principle that has the highest percentage.
According to Kohlberg (1969), there are six stages that represent three levels of moral
reasoning, and each level / stage can be supported by certain ethical theories (Tolkach et al.,
2017). The first level is the pre-conventional level (stage 1-2) that is strongly based on an
egocentric rationale. It is supported by egoist teleology. The second level is the conventional
level (stage 3-4) where the individual considers not only oneself but also others. These
ethical judgments support relativism and ethics of justice. The third level is the post-
conventional level (stage 5-6) that concerns responsibility for the whole society, which can
be supported by deontology. Each of the six principles in the questionnaire represents one

stage of moral reasoning as shown in Table 7-15.

Table 7-15 Level of moral reasoning and the ethical theory

Level Qf moral Stage of moral ltem Ethical theory
reasoning reasoning
1 I mainly focused on personal gain and loss

/ image / status / principles.

Pre conventional I mainly judged whether there is any Egoist teleology

2 punishment for the decision.
3 I mainly con5|dere_d_ the expectation / Relativism
. acceptance of families or friends.
Conventional . . .
4 I mainly considered the fairness to those Ethics of iustice
who might be affected by my decision. )
5 | malnl_y considered my responsibility to Deontology
. the society.
Post conventional ) ] o )
6 I considered all ethical principles of all Contractualist
cultures and societies. deontology

(Adapted from Kohlberg, 1969; Tolkach et al., 2017)

Almost half (44.8%) of the Type 1 fast thinkers are at the pre-conventional level (Stage 1-
2), 22.5% (stage 3-4) are at the conventional level, and 32.7% (stage 5-6) are at the post-

conventional level of moral reasoning. Comparing the first two levels with the third level,
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67.3% of Type 1 fast thinkers consider themselves and related others (e.g. families, friends)
when purchasing counterfeits. 55.4% (stage 1-3) of Type 1 fast thinkers are guided by egoist
teleology and relativism. Therefore, H4al is supported. Type 1 fast thinkers follow lower

levels of moral reasoning.

Table 7-16 Effectiveness of counterfeit sellers’ marketing strategies by types of thinking

Type 1 Type 2 p value
Q5a: Possibility to negotiate prices 3.68 3.68 0.965
Q5b: Good packaging 3.37 341 0.730
Q5c: Attractive display 3.52 3.44 0.428
Q5d: Many choices of products 3.79 3.59 0.037
Q5e: Exciting and adventurous shopping environment 345 3.53 0.402
Q5f: The seller’s persuasiveness 341 3.44 0.759
Q5g: Word-of-mouth / friends' recommendations 3.38 3.31 0.475
Total mean of the scale 3.51 3.49 0.658

Table 7-16 shows how the effectiveness of counterfeit sellers’ marketing strategies differs
among counterfeit buyers. There are no significant differences between Type 1 fast and Type
2 slow thinkers for six out of the seven items of counterfeit sellers marketing strategies.
Only one item “many choices of products” differs significantly (3.79 vs 3.59; p = 0.037 <
0.05) between the two types of thinkers. This strategy is more effective for Type 1 fast
thinkers than Type 2 slow thinkers. For counterfeit sellers, marketing strategies of
counterfeit sellers are generally considered somewhat effective (all mean scores are higher
than 3.31) no matter which types of thinkers. The total mean also shows small difference

(0.02) between the two types of thinkers. Therefore, H4a2 is not supported.

Hypothesis 4b: Type 2 slow thinkers will be more deontological / follow higher cognitive

level of moral reasoning.

Since Type 2 slow thinking requires more rational reasoning and a longer time to think of
the best decisions, Type 2 slow thinkers are more deontological and follow higher cognitive
level of moral reasoning than Type 1 fast thinkers. The MES scale is used to measure the
ethical judgements of Type 2 slow thinkers. Table 7-17 shows the ethical theory of each
MES item.

Table 7-17 MES and the ethical theory

MES Ethical theory
Q12a: Fair Ethics of justice
Q12b: Morally right Deontology
Q12c: Acceptable to my family and friends Relativism
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Q12d: Acceptable in my culture Relativism

Q12e: Personally satisfying and pleasurable Egoist teleology

Q12f: Based on sound judgement Egoist teleology

Q12g: Acceptable for me if there is no punishment Egoist teleology

Q12h: OK if it can be justified by positive consequences Utilitarianism

Q12i: Does not violate established social norms Contractualist deontology
Q12j: Does not compromise important principles by which | live Deontology

Q12k: Ethical, in general Overall ethical judgement

(Cohen et al., 2001; Tolkach et al., 2017)

As shown in Table 7-18, Type 2 slow thinkers generally consider knowingly buying
counterfeit products is unethical because the total mean is 2.84, below the neutral point of
3. The top four items with the highest mean scores are: “OK if it can be justified by positive
consequences” (mean = 3.05), “Based on sound judgement” (2.98), “Acceptable to my
family and friends” (2.93), “Acceptable in my culture” (2.92). These four items are
supported by utilitarianism, egoism, and relativism as shown in Table 7-17. The item with
the lowest mean score is “morally right” (2.58) which is a deontology ethic. The result
suggests the ethical judgements of both Type 1 and Type 2 thinkers are quite similar:
teleology ethics are more lenient than deontology. Therefore, Hypothesis 4b is not supported.

Table 7-18 Mean score of MES

Mean
QI12a: Fair 2.81
Q12b: Morally right 2.58
Q12c: Acceptable to my family and friends 2.93
Q12d: Acceptable in my culture 2.92
Q12e¢: Personally satisfying and pleasurable 2.72
QI12f: Based on sound judgement 2.98
Q12g: Acceptable for me if there is no punishment 2.85
QI12h: OK if it can be justified by positive consequences 3.05
Q12i: Does not violate established social norms 2.80
Q12j: Does not compromise important principles by which I live 2.86
Q12k: Ethical, in general 2.71
Total mean 2.84

7.10.4 Judgement-behavior gap

Hypothesis 5al: Type 1 fast thinking will be used if tourists have low ego strength, are field
dependent and the locus of control is external.
Hypothesis 5a2: Type 2 slow thinking will be used if tourists have high ego strength, are

field independent and the locus of control is internal.

An individual’s judgement can be different from his or her actual behavior when he or she

does not have the ability to control himself / herself, resist impulses, and can be easily
133



influenced by others. It is hypothesized that Type 1 thinkers have lower self-control and are
more easily influenced by others than Type 2 thinkers. Table 7-19 shows the result of

independent t-tests to test Hypothesis Sa.

The mean scores of Type 1 thinkers are all higher than Type 2 thinkers across the five items.
Only one mean score of Type 1 thinkers is higher than 3 -“Q13e: When I travel in a group,
my judgement will be different from when I am alone”, which is significantly higher than
the mean score of Type 2 thinkers (3.12 vs 2.96; p <0.01). Another item “Q13b: I cannot
resist distractions from others” (2.77 vs 2.68; p < 0.1) is significantly different at the 10%
level. Apart from these two items, there is no significant difference between the two types
of thinkers among the other three items. When comparing the aggregated mean across the
five items, the difference is significant at the 95% level of confidence (2.77 vs 2.68; p <
0.05). Therefore Type 1 fast thinkers are more likely to have less self-control and are more
easily affected by others. Specifically, Type 1 fast thinkers are more likely to be distracted
by others and their judgement is more likely to be different when they travel in a group from

when they are alone.

Table 7-19 Effect of others by types of thinking

Type 1 Type 2 p value

Q13a: I cannot resist impulses. 2.70 2.63 0.158
Q13b: I cannot resist distractions from others. 2.77 2.68 0.095
Q13c: I rely on the guidance of others to make judgements. 2.68 2.61 0.154
Q13d: I find it difficult to exercise self-control. 2.56 2.51 0.304
Q13e: When I travel in a group, my judgement will be different 312 296 0.003
from when I am alone.

Total mean of the scale 2.77 2.68 0.028

However, since the aggregated total mean of Type 1 and Type 2 thinkers are both lower than
3, both Type 1 and Type 2 thinkers generally have high ego strength, are field independent,

and exhibit a degree of internal locus of control. Therefore, H5a is not supported.
HS5b: Type 2 slow thinkers 'moral behaviors will be consistent with their ethical judgements.

To test H5b, ethical judgements need to be compared with moral behavior. The MES score
is used as the ethical judgement score of Type 2 thinkers. When ethical judgements are
consistent with moral behavior, the ethical judgement score should be higher than 3 (which
indicate the respondent thinks buying counterfeits are ethical) and the respondent bought
counterfeits; or if ethical judgement score is lower than 3 (unethical) and did not buy

counterfeits. Otherwise, moral behavior is not consistent with ethical judgements.
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Table 7-20 Comparison of moral judgement and moral behavior of Type 2 thinkers

Moral behavior N % Moral judgement (MES mean)
Counterfeit buyer 88 16.5 3.27
Non-buyer 446 83.5 2.75

As shown in Table 7-20, Type 2 buyers’ ethical judgement is higher than 3 (»p = 0.001) and
Type 2 non-buyers’ ethical judgement is lower than 3 (p = 0.000), which suggest that Type
2 slow thinkers’ ethical judgement and moral behavior is always consistent. Therefore, H5b

is supported.

7.10.5 Ethical / unethical behavior

Hypothesis 6a: Type 1 thinkers will buy counterfeits (unethical behavior).
Hypothesis 6b: Type 2 thinkers will not buy counterfeits (ethical behavior).

Since Type 1 thinking is fast, it is assumed that they will buy counterfeits while Type 2 slow
thinkers will not. As shown in Table 7-21, there are non-buyers in Type 1 and buyers in Type
2. But the proportion of Type 1 buyers is significantly higher than Type 2 buyers (27.6% vs
16.5%; p = 0.000). Conversely, the proportion of Type 2 non-buyers is significantly higher
than Type 1 non-buyers (83.5% vs 72.4%; p = 0.000). Among the total 355 buyers of
counterfeits, 75.2% are Type 1 fast thinkers. This suggests that Type 1 fast thinking is more
likely to lead to counterfeit purchases, which is considered an unethical behavior. Therefore,
H6 is not supported. Both types of thinking can result in ethical or unethical behavior, but

Type 1 fast thinking is more likely to drive unethical behavior.

Table 7-21 Comparison of ethical behavior between Type 1 and Type 2 thinking

Type 1 (1) Type 2 (2) p value
N % N %
Counterfeit buyer 267 27.62 88 16.5 0.000
Non-buyer 699 72.4 446 83.5! 0.000
Total 966 100 534 100

* A superscript represents a statistically significant difference at the 95% level of confidence from the indicated
column

7.10.6 Actual consequences

Hypothesis 7: If the actual consequence of counterfeit consumption is positive, techniques

of neutralization will be used to rationalize the purchase behavior.
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The actual consequence of counterfeit consumption is defined as whether the counterfeit
purchaser is satisfied with the product or what the reaction of others is towards the purchase
behavior. If the buyer is satisfied, the counterfeit product meets his or her expectation.
Alternatively, if the buyers’ friends or families believe the purchase was a good deal and
accept this purchasing behavior, it means the reaction of others matches the buyers’ previous
opinion of others (accept or not accept). In these cases, the actual consequence of counterfeit
consumption is positive, neutralization can be used to rationalize the purchase behavior in
such a situation. If the actual consequence is negative, the quality of the counterfeit product
is not as good as expected or friends / families negatively judge the buyer because of this
purchase behavior. The actual consequence becomes a reference for the next ethical decision

concerning a counterfeit purchase.

In the questionnaire, Q14 and Q15 asked buyers and non-buyers respectively about whether
the outcome of buying / not buying counterfeits matches their previous judgement. A five
point Likert scale is used where 5 = Strongly agree and 1 = Strongly disagree. The mean
score of buyers is 3.56 (N = 355), and the mean score of non-buyers is 3.54 (N = 1,145).
Therefore, both buyers and non-buyers generally agree that the outcome of buying or not
buying counterfeits matches the respondents’ previous judgement, that is, the actual

consequence is relatively positive.

When the actual consequence is positive, buyers will use various reasons to justify their
unethical behavior (neutralization). Pearson correlations are conducted to test H7. The result

1s shown in Table 7-22.

Table 7-22 Correlation between actual consequence and neutralization

Pearson correlation Q14rl: The outcome of buying counterfeits
matches my previous judgement that buying
counterfeits is acceptable.

Type 1 Type 2
0.386** (p = 0.000) 0.446** (p = 0.000)

Q16a: Purchasing counterfeits is not a big deal.
Everyone does it.

Q16b: There’s no harm done in purchasing counterfeits.
The designer brands are still rich anyway.

Qlé6c: It’s the designer brand’s fault, the designer brands
should make it more difficult to copy their designs.
Q16d: It’s a joke designer brands should complain about
me buying counterfeit goods when these companies are 0.204** (p =0.001) 0.196 (p = 0.067)
making products in sweat shops with child labor.
Ql6e: I wanted to buy the genuine products but the 0.019 (p = 0.755) 0.105 (p = 0.332)
queues were too long.

Q16f: I don’t think buying counterfeit products is 0.305** (p = 0.000) 0.474** (p = 0.000)
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unethical.
Total mean of neutralization 0.346** (p = 0.000) 0.460** (p = 0.000)

The result shows that the actual consequence is positively associated (p < 0.001) with the
total aggregated mean of the six neutralization items. The more positive of actual
consequence of counterfeit purchase (the outcome more matches the previous judgement),
the higher degree of neutralization to rationalize the purchase behavior. Therefore, H7 is

supported.

The correlation for the grand mean of neutralization is stronger for Type 2 slow thinkers (
= 0.460) than Type 1 fast thinkers (» = 0.346). This supports the assumption that Type 2
slow thinking is usually used for post-hoc rationalization to support unethical decisions.
Specifically, the correlation is stronger for Type 2 slow thinkers than Type 1 fast thinkers
for five items of neutralization except one -“Q16d: It’s a joke designer brands should
complain about me buying counterfeit goods when these companies are making products in
sweat shops with child labor”. Type 1 fast thinkers are more likely to use this item for an
excuse (» = 0.204, p = 0.001) than Type 2 slow thinkers (» = 0.196, p = 0.067) when the
actual consequence is positive. The highest neutralization correlation for Type 1 buyers is
“Q16a: Purchasing counterfeits is not a big deal. Everyone does it” (» = 0.386, p = 0.000)
while the highest correlation for Type 2 buyers is “Q16f: I don’t think buying counterfeit
products is unethical” (» = 0.474, p = 0.000). The top three highest correlations for both
Type 1 and Type 2 thinkers are “Q16a: Purchasing counterfeits is not a big deal. Everyone

does it”, “Q16b: There’s no harm done in purchasing counterfeits. The designer brands are

still rich anyway” and “Q16f: I don’t think buying counterfeit products is unethical”.

7.10.7 Impacts of personal experience

Hypothesis 8a: The personal experience of counterfeit consumption is positively correlated
to the tourists’ perception change of Hong Kong as a shopping destination.
Hypothesis 8b: The personal experience of counterfeit consumption is positively correlated

to the tourists 'next ethical decision-making of counterfeit consumption.

If the personal experience of counterfeit consumption is satisfactory, tourists’ perception of
Hong Kong as a shopping destination is assumed to improve; and the tourists will make the
same ethical decisions in the future. As shown in Table 7-23, the satisfaction of counterfeit
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buyers is positively associated with their future shopping intention (» = 0.494, p = 0.000)
and with the increase of their perceptions of Hong Kong (» = 0.245, p = 0.000). For
counterfeit non-buyers, their satisfaction is positively associated with their future shopping
intention (r = 0.295, p = 0.000) but is not associated with a decrease in their perception of
Hong Kong (» =-0.030, p = 0.311). Hence, for buyers that are satisfied with their shopping
experience, their perception of Hong Kong as a shopping destination will increase and they
will continue to buy counterfeits in the future. For non-buyers that are satisfied with their
shopping experience, they will still not buying counterfeits in the future, but the availability
of counterfeits for sale in Hong Kong will not decrease their perception of Hong Kong as a
shopping destination. Buyers is more likely to make the same ethical decision (» = 0.494) in
the future than non-buyers (r = 0.295). Therefore, H8a is partially supported and H8b is
supported.

Table 7-23 Correlation between satisfaction and shopping intention and perception change

Q6b: I will shop at the same Q6c¢: My perception of Hong Kong as
place again in the future. “shopping paradise” has increased.

0.494%* (p = 0.000) 0.245%* (p = 0.000)

Buyer

Q6a: I am satisfied with
the shopping experience.

Q8c: My perception of Hong Kong as

Non-buyer Q8b: I will still not buy “shopping paradise” has decreased
counterfeits in the future. because there are counterfeit products sold
in Hong Kong.
Q8a: I am satisfied with
my shopping experience 0.295** (p = 0.000) -0.030 (p=0.311)

in general.

7.10.8 How Type 1 and Type 2 thinking works?

HI: A tourist only uses one type of thinking when making ethical decision of buying

counterfeits.

It is assumed by the author that when a tourist makes ethical decisions of buying counterfeits
or not, he or she only uses one type of thinking from the beginning to the end. All of the
previous hypotheses are developed based on previous literature. Compared to Type 2 slow
thinkers, Type 1 fast thinkers are supposed to have low moral intensity (H2), low personal
relevance, low cognitive effort, negative emotions, limited time to make decisions (H3), low

cognitive levels of moral development (H4), are easily affected by others, have low self-
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control, and their ethical judgements are not consistent with their ethical behavior (HS), are
more likely to buy counterfeits and are less ethical (H6), in general. Combining all these
characteristics to define Type 1 fast thinkers, H1 is not supported because only H2 is fully
supported among Hypotheses, H2 to H6. This result supports the author’s assumption in
previous chapters that Type 1 and Type 2 thinking can work simultaneously and interweave
with each other during the decision-making process. Alternatively, the features of Type 1
fast thinking and Type 2 slow thinking may need to be refined based on the results of this

research, given this specific context.

7.10.9 Effects of demographical factors on ethical decision-making

To answer the third research objective, differences in ethical decision-making among Hong
Kong residents, mainland Chinese tourists and international tourists are analyzed. The
effects of gender, age, education, religion and travel companions are also explored to

investigate how these factors affect ethical decision-making of counterfeit purchases.
7.10.9.1 Differences in ethical decision-making by tourist type

Differences are compared among the three cohorts for all stages of ethical decision-making
in Table 7-24. Hong Kong residents have lower moral intensity (3.11) than tourists,
especially mainland Chinese tourists (2.98; p = 0.015). International tourists have lower
personal relevance (3.13; p = 0.004) and are more likely to be affected by emotion (2.95; p
= (0.022) than mainland Chinese tourists. Mainland Chinese tourists are the least likely to
have the motivation and opportunity (2.91) to process Type 1 fast thinking than Hong Kong
residents (3.01; p = 0.048) and international tourists (3.06; p = 0.001).

For ethical judgements, there are significant differences among the three cohorts in the
proportion of types of thinking (y2 = 10.42, p = 0.005). Specifically, Hong Kong residents
are more likely to be Type 1 fast thinkers (70.0%) than mainland Chinese tourists (61.0%;
p = 0.008) and international tourists (62.2%; p = 0.028). Mainland Chinese tourists (39.0%;
p = 0.008) and international tourists (37.8%; p = 0.028) are more likely to be Type 2 slow
thinkers than Hong Kong residents (30.0%).

For Type 1 fast thinkers’ principles for ethical judgements, there are significant differences

among the three cohorts ((}2 = 49.18, p = 0.000). More Hong Kong residents follow the
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first level of moral development (39.14%) than international tourists (23.8%; p = 0.000) and
more Hong Kong residents follow the second level (16.86%) than mainland Chinese tourists
(9.18%; p = 0.012). This means that Hong Kong residents are more egoist teleological than
tourists. Both mainland Chinese tourists (21.31%) and international tourists (21.2%) are
more deontological than Hong Kong residents (10.57%; p = 0.000). International tourists
are more concerned about ethics of justice (16.4%) than mainland Chinese tourists (8.85%;

»=0.015).

Based on the MES score, Hong Kong residents who are Type 2 slow thinkers are more likely
to consider buying counterfeits as an ethical behavior (3.01) than mainland Chinese tourists
(2.74; p = 0.002) and international tourists (2.80; p = 0.034). Hong Kong residents seem to

be less strict than tourists when making ethical judgements about counterfeit purchases.

Table 7-24 Ethical decision-making difference by cohort

Ethical dilemma Hong Kong Mainland Chinese International
! ! Residents (1) Tourists (2) Tourists (3)
Total mean of moral intensity 3.1120019) 2.98 3.00
Motivation to process
Personal relevance mean 3.07 2.98 3.132004)
Emotion mean 2.93 2.82 2.952(022)
Total mean of motivation 3.012(049 2.91 3.062 (00D
Ethical judgement
(1) Type of thinking (2 = 10.42, p = 0.005)
0,2 (.008), 3
Type 1 fast thinking 70'00('628) 61.00% 62.20%
o1
Type 2 slow thinking 30.00% 39.00%' (99 37("§208)A)
(2) Type 1 thinkers’ ethical principle (32 = 49.18, p = 0.000)
I mainly focused on personal gain and 39,1493 (000) 33 44943 (024) 23.8%
loss / image / status / principles.
? mainly judged Wbether there is any 16.86%2 (012) 9.18% 10.6%
punishment for the decision.
I mainly con.s1.dered the expectation / 10.57% 11.80% 9.3%
acceptance of families or friends.
I mainly considered the fairness to those o o 0/2(015)
who might be affected by my decision. 10.57% 8.85% 16.4%
I mainly considered my responsibility to 10.57% 21.319%! (000) 212941 (000)
the society.
I conmdered a!l ethical principles of all 12.29% 15.41% 18.6%
cultures and societies.
(3) Type 2 thinkers’ MES score
Total mean of MES 3.012(002).3(034) 2.74 2.80

Judgement-behavior gap
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Total mean of effect of others 2.833(:000) 2.813(000) 2.58

Ethical judgement (MES) of buyer & non-
buyer

Buyer 3.362(006) 2.71 3.452(002)
Non-buyer 2.88 2.74 2.68
Correlation between actual consequence and neutralization (buyers)
Correlation coefficient 0.373 0.366 0.388
p value 0.000 0.001 0.000

Correlation between satisfaction and shopping intention

Buyer 0.378 0.683 0.392
p value 0.000 0.000 0.000
Non-buyer 0.311 0.328 0.217
p value 0.000 0.000 0.000

Correlation between satisfaction and perception change

Buyer 0.184 0.313 0.191
p value 0.015 0.006 0.051
Non-buyer 0.058 -0.039 -0.076
p value 0.297 0.422 0.133

Knowingly buy counterfeits at home or on vacation
At home 3.033(000 3.26! (004, 3 (:000) 2.70
On vacation 3.05 2.97 2.98

* A superscript represents a statistically significant difference at the 95% level of confidence from the
indicated column. The number in parenthesis represents the specific p-value.

For the judgement-behavior gap, international tourists are the least likely to be affected by
others or exercise self-control among the three cohorts (2.58; p = 0.000). Hong Kong
residents and international tourists can keep their ethical judgements consistent with their
moral behaviors, no matter if buyers or non-buyers. However, mainland Chinese tourists

buy counterfeits although they think such behavior is unethical.

For counterfeit buyers, if the actual consequence is positive, international tourists are the
most likely to neutralize their purchase behavior than the other two cohorts (» = 0.388, p =
0.000). When the shopping experience is satisfactory, mainland Chinese tourists (both
buyers and non-buyers) are the more likely to make the same decision in the future than the
other two cohorts (p = 0.000). Meanwhile, all buyers’ perceptions of Hong Kong as a
shopping destination will improve, especially mainland Chinese tourists (» = 0.313, p =

0.006). However, non-buyers’ perceptions of Hong Kong as a shopping destination will not
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decrease because counterfeits are available for sale in Hong Kong.

When asked the likelihood to buy counterfeits at home or on vacation, mainland Chinese
tourists are more likely to buy counterfeits at home (3.26) than Hong Kong residents (3.03;
p = 0.004) and international tourists (2.70; p = 0.000). International tourists are the least

likely to buy counterfeits at home.
7.10.9.2 Differences in ethical decision-making by gender

The ethical decision-making differences between males and females are shown in Table
7-25. Ethical decision-making does not greatly differ by gender. Males have lower personal
relevance (3.11; p = 0.006) and higher motivation to process Type 1 thinking (3.04; p =
0.006) than females. Females are more likely to be affected by others and exhibit less self-
control (2.79; p = 0.001). If the shopping experience is satisfactory, females are more likely

to make the same ethical decision in the future than males (p = 0.000).

Table 7-25 Ethical decision-making difference by gender

Ethical dilemma Males (1) Females (2)

Total mean of moral intensity 3.04 3.02

Motivation to process

Personal relevance mean 3.112(006) 3.01
Emotion mean 2.93 2.87
Total mean of motivation 3.042(006) 2.95
Ethical judgement
(1) Type of thinking
Type 1 fast thinking 66.26% 62.58%
Type 2 slow thinking 33.74% 37.42%
(2) Type 1 thinkers’ ethical principle
prinICir;llegsrle focused on personal gain and loss / image / status / 21.05% 20.69%
de iISi;r;fmly judged whether there is any punishment for the 8.77% 7259
e II1 érsl.alnly considered the expectation / acceptance of families or 6.75% 6.85%
by él ;n;allerlli};i((:)(r)lr.ls1dered the fairness to those who might be affected 8.23% 711%
I mainly considered my responsibility to the society. 12.15% 10.28%
I considered all ethical principles of all cultures and societies. 9.31% 10.41%

(3) Type 2 thinkers’ MES score
Total mean of MES 2.86 2.82

142



Judgement-behavior gap
Total mean of effect of others 2.68 2.791 (00D

Ethical judgement (MES) of buyer & non-buyer

Buyer 3.29 3.25
Non-buyer 2.77 2.73
Ethical behavior
Buyer 24.16% 23.19%
Non-buyer 75.84% 76.81%

Correlation between actual consequence and neutralization (buyers)
Correlation coefficient 0.331 0.409
p value 0.000 0.000

Correlation between satisfaction and shopping intention

Buyer 0.388 0.587
p value 0.000 0.000
Non-buyer 0.249 0.344
p value 0.000 0.000

Correlation between satisfaction and perception change

Buyer 0.226 0.264
p value 0.002 0.000
Non-buyer -0.003 -0.053
p value 0.941 0.204

* A superscript represents a statistically significant difference at the 95% level of confidence from the
indicated column. The number in parenthesis represents the specific p-value.

7.10.9.3 Differences in ethical decision-making by age

The age groups are aggregated into three main groups: 18 to 34 years old, 35 to 54 years
old, and over 55 years old (Table 7-26).

The youngest age group has lower moral intensity (3.08) than the eldest age group (2.94; p
= 0.015). The eldest age group is the least likely to be affected by emotions (2.76) than
younger people (p < 0.003).

For ethical judgements, the type of thinking differs significantly by age (2 = 14.45, p =
0.001). There are more Type 1 fast thinkers in the eldest age group (71.51%) than in the
youngest age group (59.10%; p = 0.001); and more Type 2 slow thinkers in the youngest
age group (40.90%) than the eldest age group (28.49%; p = 0.001).
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Type 1 fast thinkers’ ethical principles also differs by age group (y2 =32.22, p = 0.000). The
eldest age group are the least likely to follow the first level of moral development (egoist
teleology) (16.32%) compared to the youngest age group (22.70%; p = 0.000) and the
middle-aged group (21.71%; p = 0.015). The eldest age group (16.91%; p = 0.000) and the
middle-aged group (12.17%; p = 0.018) are more deontological than the youngest age group
(6.67%). However, there are no significant differences between age groups on the Type 2

thinkers’ MES score.

Table 7-26 Ethical decision-making difference by age

Ethical dilemma 1810 (314) years 35 'Sgeam 55 years + (3)

Total mean of moral intensity 3.083 (019 3.04 2.94

Motivation to process

Personal relevance mean 3.06 3.07 3.05

Emotion mean 2.943 (002) 2.943 (00D 2.76

Total mean of motivation 3.01 3.02 2.93
Ethical judgement

(1) Type of thinking (y2 = 14.45, p = 0.001)
Type 1 fast thinking 59.10% 65.30% 71.51%! (00D
Type 2 slow thinking 40.90%3 (00D 34.70% 28.49%
(2) Type 1 thinkers’ ethical principle (32 = 32.22, p = 0.000)

I mainly focused on personal gain and loss

. o 22.70%? (000 21.71%3 (019 16.32%
/ image / status / principles.
1 mainly judged .v&{hether there is any 703% 789% 9.79%
punishment for the decision.
I mainly cor}s'ldered .the expectation / 7570, 596% 8.31%
acceptance of families or friends.
I mainly considered the fairness to those 791% 8.55% 6.82%

who might be affected by my decision.
I mamly considered my responsibility to 6.67% 12.179%1 019 16.91%! (000)
the society.
I considered all ethical principles of all

cultures and societies. 7.93% 9.70% 13.35%
(3) Type 2 thinkers’ MES score
Total mean of MES 2.85 2.87 2.73
Judgement-behavior gap
Total mean of effect of others 2.9(? (:000), 3 (-000) 2.683(020) 2.56
Ethical judgement (MES) of buyer & non-
buyer
Buyer 3.19 3.35 3.35
Non-buyer 2.76 2.79 2.66
Ethical behavior
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Buyer 25.23% 25.16% 18.40%
Non-buyer 74.77% 74.84% 81.60%
Correlation between actual consequence and neutralization (buyers)
Correlation coefficient 0.400 0.408 0.194
p value 0.000 0.001 0.130

Correlation between satisfaction and shopping intention

Buyer 0.518 0.506 0.302
p value 0.000 0.000 0.017
Non-buyer 0.334 0.299 0.214
p value 0.000 0.000 0.000

Correlation between satisfaction and perception change

Buyer 0.218 0.330 -0.012
p value 0.010 0.000 0.928
Non-buyer 0.008 -0.025 -0.094
p value 0.875 0.599 0.119

* A superscript represents a statistically significant difference at the 95% level of confidence from the
indicated column. The number in parenthesis represents the specific p-value.

For judgement-behavior gap, the youngest age group is the most easily to be affected by
others (2.90) than the middle-aged group (2.68; p = 0.000) and the eldest age group (2.56;
p =0.000). The oldest age group have more self-control (2.56) than the middle-aged group
(2.68; p = 0.026). There are more counterfeit buyers in the youngest age group (25.23%)
and the middle-aged group (25.16%) than the eldest age group (18.40%) but the differences

are not statistically significant.

The youngest age group is the most likely to neutralize their counterfeit purchase behavior
and would be repeat buyers of counterfeit products if they were satisfied with the shopping
experience. Buyers in the two younger age groups have improved perceptions of Hong Kong
as a shopping destination (p < 0.01). But counterfeits selling in Hong Kong is not associated
with decrease in perceptions among non-buyers (p > 0.1). The perception of Hong Kong as
a shopping destination among the eldest age group will not change significantly even if they

are satisfied with the shopping experience.
7.10.9.4 Differences in ethical decision-making by education level
Respondents’ highest level of education is re-categorized into three main groups: high

school graduate or below (28.5% of the total sample), some college credit or vocational
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training (27.4%), and bachelor’s degree or above (44.1%). Table 7-27 shows the results.

Respondents with bachelor’s degree or above have higher moral intensity (2.97) than the
other two groups, especially higher than respondents with some college credit (3.12; p =
0.003). Similarly, respondents with higher educational attainment have the highest personal
relevance (2.99) than the other groups but are the most easily to be affected by emotion
(2.93) especially compared to respondents who are high school graduates or below (2.82; p
=0.043).

Table 7-27 Ethical decision-making difference by education

Some college

High school . Bachelor’s
. . credit or
Ethical dilemma graduate or . degree or
below (1) Yocational - e (3)
training (2)
Total mean of moral intensity 3.04 3.123(009) 2.97
Motivation to process
Personal relevance mean 3.09 3.143(005 2.99
Emotion mean 2.82 2.93 2.931(043)
Total mean of motivation 2.98 3.05 2.97
Ethical judgement
(1) Type of thinking (x2 =9.97, p = 0.007)
Type 1 fast thinking 70.09%? (:006) 59.85% 63.54%
Type 2 slow thinking 29.91% 40.15%! (006) 36.46%
(2) Type 1 thinkers’ ethical principle (32 =16.92, p = 0.076)
' I mainly focuspd on personal gain and loss / 19 16% 18.98% 23 159! (03D
image / status / principles.
¥ mainly judged wh'et'her there is any 9.81% 8.03% 6.81%
punishment for the decision.
I mainly consu}gred the.expectatlon / 6.54% 6.08% 741%
acceptance of families or friends.
I mainly considered the fairness to those who o o o
might be affected by my decision. 7.01% 8.52% 7.56%
.I mainly considered my responsibility to the 15,8993 (015) 9499, 923%
society.
| cops1.dered all ethical principles of all cultures 11.68% 8.76% 9.38%
and societies.
(3) Type 2 thinkers’ MES score
Total mean of MES 2.91 2.86 2.78
Judgement-behavior gap
Total mean of effect of others 2.73 2.75 2.73

Ethical judgement (MES) of buyer & non-buyer
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Buyer 3.31 3.30 3.22

Non-buyer 2.84 2.77 2.69
Ethical behavior
Buyer 24.07% 25.30% 22.39%
Non-buyer 75.93% 74.70% 77.61%
Correlation between actual consequence and neutralization (buyers)
Correlation coefficient 0.343 0.516 0.306
p value 0.000 0.000 0.000
Correlation between satisfaction and shopping intention
Buyer 0.393 0.423 0.613
p value 0.000 0.000 0.000
Non-buyer 0.378 0.345 0.218
p value 0.000 0.000 0.000
Correlation between satisfaction and perception change
Buyer 0.363 0.000 0.364
p value 0.000 1.000 0.000
Non-buyer -0.036 -0.018 -0.035
p value 0.517 0.751 0.433

* A superscript represents a statistically significant difference at the 95% level of confidence from the
indicated column. The number in parenthesis represents the specific p-value.

For ethical judgements, the type of thinking varies by educational attainment (y2 = 9.97, p
= 0.007). Specifically, respondents with high school graduate or below education have the
highest proportion of Type 1 fast thinkers (70.09%; p = 0.006) while respondents with some
college credit have the highest proportion of Type 2 slow thinkers (40.15%; p = 0.006).

For Type 1 fast thinkers, surprisingly, those with higher education attainment focus on
personal benefits (23.15%) than those with lower educational attainment (19.16%; p =0.031)
while those with lower educational attainment consider their responsibility to society
(15.89%) more than those with higher education levels (9.23%; p = 0.015). There are no
significant differences in MES scores among groups with different educational levels for

Type 2 slow thinkers.

For those in the middle education group, there are more buyers than the other two groups

but the difference is not significant and they are more likely to neutralize their purchase
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behavior if the shopping experience is satisfactory. Buyers with a higher level of education
are the most likely to buy counterfeits again in the future (» = 0.613, p = 0.000) while non-
buyers with lower education are the most likely to keep continuing not to buy counterfeits
(r=0.378, p=0.000). Buyers in the middle education group will not change their perception
towards Hong Kong as a shopping destination although they are satisfied but the other two
groups, the perception of Hong Kong as a shopping destination will improve significantly

(p = 0.000).
7.10.9.5 Differences in ethical decision-making by religion

The author then compares ethical decision-making between respondents who state they have
no religion and those who are affiliated with a particular religion. The result is shown in
Table 7-28. There were few significant differences among those who stated they had no

religion and those affiliated to various religious groups.

Respondents with no religion have lower moral intensity (3.07) than religious respondents
(2.97; p = 0.008). The type of thinking also varies by religion (2 = 6.12, p = 0.013). There
is a higher proportion of Type 1 fast thinkers in the group with no religion (66.81%; p =
0.013) and a higher proportion of Type 2 slow thinkers among those respondents identifying
with religion (39.48%; p = 0.013). The mean of MES score is higher for respondents with
no religion (2.86) than those identifying with a religion (2.81), but the difference is not
statistically significant. People with no religion is more easily to be affected by others (2.79;
p =0.001). Both groups can keep their ethical judgements and moral behaviors consistent,
but religious buyers are significantly less strict in the ethical judgement (3.44; p = 0.032)
and religious non-buyers are stricter than non-buyers who don’t identify with a religion
(2.81; p = 0.029). There are more buyers in the group with religion but the difference is not
statistically significant. Religious respondents are more likely to neutralize their purchase
behavior (» = 0.451, p = 0.000). Non-religious buyers are more likely to buy counterfeits
again in the future (» = 0.529, p = 0.000) while religious non-buyers are better keeping to
their decision not to buy counterfeits (» = 0.332, p = 0.000).

Table 7-28 Ethical decision-making difference by religion

Ethical dilemma No religion (1) Have religion (2)

Total mean of moral intensity 3.072(008) 2.97

Motivation to process
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Personal relevance mean
Emotion mean
Total mean of motivation
Ethical judgement
(1) Type of thinking (32 = 6.12, p = 0.013)
Type 1 fast thinking
Type 2 slow thinking

(2) Type 1 thinkers’ ethical principle

I mainly focused on personal gain and loss /
image / status / principles.

I mainly judged whether there is any punishment
for the decision.

I mainly considered the expectation / acceptance
of families or friends.

I mainly considered the fairness to those who
might be affected by my decision.

I mainly considered my responsibility to the
society.

I considered all ethical principles of all cultures
and societies.

(3) Type 2 thinkers’ MES score
Total mean of MES
Judgement-behavior gap
Total mean of effect of others
Ethical judgement (MES) of buyer & non-buyer
Buyer
Non-buyer
Ethical behavior
Buyer

Non-buyer

3.09
2.90

3.01

66.81%? (19

33.19%

22.38%
8.22%
6.27%
8.32%
11.68%

9.95%

2.86

2'792 (.001)

3.10

2.81 2(.029)

22.70%

77.30%

Correlation between actual consequence and neutralization (buyers)

Correlation coefficient

p value

Correlation between satisfaction and shopping intention

Buyer
p value
Non-buyer

p value
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0.322

0.000

0.529

0.000

0.267

0.000

3.01
2.89

2.96

60.52%

39.48%! (013

18.43%
7.65%
7.65%
6.61%
10.43%

9.74%

2.81

2.66

3.441 (.032)

2.66

25.22%

74.78%

0.451

0.000

0.401
0.000
0.332

0.000



Correlation between satisfaction and perception change

Buyer 0.238 0.228
p value 0.000 0.006
Non-buyer -0.029 -0.020
p value 0.447 0.672

* A superscript represents a statistically significant difference at the 95% level of confidence from the
indicated column. The number in parenthesis represents the specific p-value.

7.10.9.6 Differences in ethical decision-making by travel alone or with others

The ethical decision-making might be different when people are traveling alone or with
others, such as their spouse, children and friends. To identify this difference, comparisons
were made between two groups: those traveling alone and those traveling with others. Table

7-29 shows the results.

The travel companionship has significant effect on ethical judgements. For Type 1 fast
thinkers, there is a higher proportion of respondents who travel with others that consider
their responsibility to the society (14.27%) than respondents who travel alone (5.80%, p =
0.013). However, for Type 2 slow thinkers, respondents travelling with others have a higher
MES mean score (2.81) than those travelling alone (2.58; p = 0.030). This means that when
people travel with others, their ethical judgement on purchasing counterfeits is not as strict
as those travel alone. Surprisingly, there is no significant differences on the effect of others.
Although tourists travelling alone think buying counterfeits is not ethical, they still buy
counterfeits and there is a higher proportion of counterfeit buyers (22.46%) than those
travelling with others (17.40%). This means that when people travel by themselves, their
ethical judgement is less consistent with their moral behavior. They are more likely to

undertake unethical behavior although they know it’s unethical.

Table 7-29 Ethical decision-making difference by travel companionship

Ethical dilemma Travel alone (1) Travel with others (2)

Total mean of moral intensity 2.90 3.01

Motivation to process

Personal relevance mean 3.04 3.06
Emotion mean 2.97 2.87
Total mean of motivation 3.01 2.98
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Ethical judgement

(1) Type of thinking
Type 1 fast thinking 55.80% 62.53%
Type 2 slow thinking 44.20% 37.47%

(2) Type 1 thinkers’ ethical principle (32 = 7.07, p = .215)

I mainly focused on personal gain and loss / image /

L7 18.12% 17.52%
status / principles.
I m'fnply judged whether there is any punishment for 5.07% 6.26%
the decision.
! mamly gonmdered the expectation / acceptance of 7.97% 6.26%
families or friends.
I mainly cons1dere‘d'the fairness to those who might 797% 777%
be affected by my decision.
I mainly considered my responsibility to the society. 5.80% 14.27%! (019
.I ({0n51dered all ethical principles of all cultures and 10.87% 10 44%
societies.
(3) Type 2 thinkers’ MES score
Total mean of MES 2.58 2.811¢030)
Judgement-behavior gap
Total mean of effect of others 2.61 2.70
Ethical judgement (MES) of buyer & non-buyer
Buyer 2.29 3.291(009)
Non-buyer 2.60 2.73
Ethical behavior
Buyer 22.46% 17.40%
Non-buyer 77.54% 82.60%

Correlation between actual consequence and neutralization (buyers)
Correlation coefficient 0.434 0.349
p value 0.015 0.000

Correlation between satisfaction and shopping intention

Buyer 0.369 0.616
p value 0.041 0.000
Non-buyer 0.246 0.289
p value 0.011 0.000

Correlation between satisfaction and perception change

Buyer -0.037 0.372
p value 0.844 0.000
Non-buyer -0.168 -0.014
p value 0.084 0.700

* A superscript represents a statistically significant difference at the 95% level of confidence from the
indicated column. The number in parenthesis represents the specific p-value.
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7.11 Ethical decision-making model of counterfeit demand

A binary logistic regression is conducted to test the significance of various factors in
predicting whether individuals buy counterfeits. The explanatory variables include moral
intensity (grand mean across items), personal relevance (grand mean across items), emotion
(grand mean across items), motivation (grand mean across items), effect of others (grand
mean across items), type of thinking, as well as demographic factors including gender, age,
education and religion. The dependent variable is whether an individual buys counterfeits

or not (Figure 4-1).

Table 7-30 shows the result of binary logistic regression. As shown in Table 7-30, after
entering the variables, the value of -2 log likelihood decreases significantly from 1641.62
to 1450.52 (p = 0.000). This means the variables make significant contribution in predicting
whether an individual is a counterfeit buyer or not. The logistic regression model is
statistically significant, ¥* (8) = 14.152, p < 0.1. The overall percentage correctly predicted
by the model is 77.1%. Specifically, the model can correctly predict 96.1% non-buyers and
15.8% buyers.

Table 7-30 Result of binary logistic regression

Initial -2 Log likelihood with constant only 1641.62
-2 Log likelihood with variables entered 1450.52
Model chi-square (Changed -2 Log likelihood) 191.097 (p = 0.000)
Hosmer and Lemeshow Test Chi-square 14.152 (df =8, p =0.078)
Percentage correctly predicted with constant only 76.3%
Percentage correctly predicted with variables entered Yes: 15.8%
No: 96.1%

Overall: 77.1%

Table 7-31 shows the effects of different variables on the likelihood that tourists do not buy
counterfeits. The model explains 18.0% (Nagelkerke R Square) of the variance in
counterfeit purchase. Six factors are significant determinants (p < 0.05) of the likelihood to
purchase counterfeits: moral intensity, motivation, Type 2 slow thinking, religion, personal
relevance, and effect of others. Exp(B) column in Table 7-31 shows the odds ratio of the
independent variables, which are the exponentiation of the coefficients. An increase in one

unit of personal relevance (one unit lower in personal relevance) is associated with being
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2.37 times less likely to buy counterfeits. An increase in one unit on the Type 2 slow thinking
is associated with being 1.81 times less likely to buy counterfeits. In contrast, an increase in
one unit of moral intensity (lower moral intensity), motivation (lower personal relevance
and less emotion effects), religion, and effect of others is associated with more likely to buy

counterfeits.

Table 7-31 Logistic regression for likelihood to not buy counterfeit products

Variables in the Equation B S.E. Wald df p-value Exp(B)
Constant 5.42 0.53 104.93 1 0.000 226.59
Moral intensity -0.57 0.13 18.28 1 0.000 0.56
Motivation -1.41 0.26 28.94 1 0.000 0.24
Type 2 slow thinking 0.60 0.15 16.08 1 0.000 1.81
Female 0.05 0.13 0.15 1 0.700 1.05
18-34 years old 3.68 2 0.158

35-54 years old -0.06 0.15 0.19 1 0.664 0.94
55 years old + 0.29 0.19 2.17 1 0.141 1.33
High school graduate or 1.86 2 0.394

below

Some college credit or trade / 0.07 0.18 0.14 1 0.709 1.07
vocational training

Bachelor’s degree or above 0.21 0.17 1.66 1 0.197 1.24
Have religion -0.33 0.14 5.91 1 0.015 0.72
Personal relevance 0.86 0.21 16.15 1 0.000 2.37
Effect of others -0.34 0.10 11.28 1 0.001 0.71

Cox & Snell R Square = 12.0%; Nagelkerke R Square = 18.0%; S.E. = Standard error; df = Degrees of freedom.

7.12 Conclusion

The main survey collects 1,500 questionnaires from Hong Kong local residents, mainland
Chinese tourists, and international tourists. The results of EFA and reliability tests
(Cronbach Alphas) confirms the validity of constructs developed from previous literature.
Tourists’ demand for counterfeits and the economic value of counterfeits purchases is
estimated. Hypotheses are tested to explore the ethical decision-making process. As shown
in Table 7-32, Hypothesis 2a, 2b, 4al, 5b, 7,8b are supported; Hypothesis 3 and 8a are
partially supported; Hypothesis 1, 4a2, 4b, 5a, and 6 are not supported. New findings are

thus summarized also in Table 7-32. The effects of various demographic factors are also
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explored. Table 7-33 summarizes the key findings of how culture (tourist type), gender, age,
education, religion and travel companionship affect tourist ethical decision-making on
counterfeit purchases. The results of logistic regression show that moral intensity,
motivation, personal relevance, type of thinking, religion (being religious or not), and effect

of others are significant factors to predict the likelihood of tourist counterfeit purchase.

Table 7-32 Summary of Hypotheses Testing

Ethical dilemma

Results

Hypothesis 2a: Type 1 fast thinking will be used if moral
intensity is perceived to be low;

Hypothesis 2b: Type 2 slow thinking will be used if moral
intensity is perceived to be high.

H2a and H2b supported

Motivation & opportunity to process

Hypothesis 3a: Type 1 fast thinking will be used if personal
relevance is low, cognitive effort is low, emotion is negative,
and time is limited;

Hypothesis 3b: Type 2 slow thinking will be used if personal
relevance is high, cognitive effort is high, emotion is positive
and time is sufficient.

H3 Partially supported

New finding: Type 1’s emotion is
more positive than Type 2.

Ethical judgement

Hypothesis 4al: Type 1 fast thinkers will follow lower
cognitive level of moral reasoning.

Hypothesis 4a2: Type 1 fast thinkers are more easily affected
by the marketing strategies of counterfeit sellers.

Hypothesis 4b: Type 2 slow thinkers will be more
deontological / follow higher cognitive level of moral
reasoning.

H4al supported

H4a2 not supported

New finding: framing effect is not
significant for Type 1 buyers.

H4b not supported

New finding: both Type 1 and Type
2 buyers follow teleological

reasoning.
Judgement-behavior gap
Effect of others
Hypothesis 5al: Type 1 fast thinking will be used if tourists
have low ego strength, are field dependent and the locus of H5a not supported

control is external.

Hypothesis 5a2: Type 2 slow thinking will be used if tourists
have high ego strength, are field independent and the locus of
control is internal.

H5Db: Type 2 slow thinkers’ moral behaviors will be consistent
with their ethical judgements.

New finding: both Type 1 and Type
2 thinkers are not easily affected by
others. But Type 1 thinkers are more
likely to be affected by other’s
opinions than Type 2 thinkers.

H5b supported

Ethical / unethical behavior

Hypothesis 6a: Type | thinkers will buy counterfeits (unethical
behavior).

Hypothesis 6b: Type 2 thinkers will not buy counterfeits
(ethical behavior).

H6 not supported

New finding: Both types of thinking
can undertake ethical or unethical
behavior, but Type 1 fast thinking is
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more likely to drive unethical
behavior.

Actual consequences

Hypothesis 7: If the actual consequence of counterfeit
consumption is positive, techniques of neutralization will be
used to rationalize the purchase behavior.

Supported.

New finding: Type 2 thinkers are
more likely to neutralize their
purchase behavior.

Impacts of personal experience

Hypothesis 8a: The personal experience of counterfeit
consumption is positively correlated to the tourists’ perception
change of Hong Kong as a shopping destination.

H8a partially supported.

New finding: non-buyers’ perception
do not decrease given the fact that
counterfeits are sold in Hong Kong.

Hypothesis 8b: The personal experience of counterfeit
consumption is positively correlated to the tourists’ next ethical H8b supported
decision-making of counterfeit consumption.

How Type 1 and Type 2 thinking works?

H1: A tourist only uses one type of thinking when making
ethical decision of buying counterfeits.

Not supported

New finding: Type 1 and Type 2
thinking can work simultaneously
and interweave with each other
during the decision-making process.

Table 7-33 Summary of key findings of demographic effects

Demographic effects

Key findings

Tourist types (Culture
difference)

Similarity: Over 60% of each three cohorts are Type 1 fast
thinkers.

Culture difference is significant concerning ethical judgement.

Compared to tourists, Hong Kong residents perceive lower moral
intensity of buying counterfeits, are more likely to think such
behavior is ethical, have more Type 1 fast thinkers, are more egoist
teleological focusing on personal gain and whether there is any
punishment, have the highest percentage of counterfeit buyers.

International tourists perceived lower personal relevance, are more
likely to be affected by emotions than mainland Chinese tourists,
are the least easily to be affected by others, are the most likely to
neutralize their behavior, are most likely to buy counterfeits on
vacation, and have more counterfeit buyers than mainland Chinese
tourists.

Mainland Chinese tourists are the least likely to process Type 1
fast thinking, are the most likely to do the same thing in the future
if they are satisfied with shopping experience (buyers keep buying;
non-buyers keep not buying), are the most likely to buy
counterfeits at home not on vacation, and have the least percentage
of counterfeit buyers. They are the only cohort that cannot keep
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ethical judgement consistent with their moral behavior that they
buy counterfeits although they think such behavior is not ethical.

e  Tourists are more deontological than residents; specifically,
international tourists more concerned about ethics of justice
(fairness to others) while mainland Chinese tourists mainly
consider their responsibility to the society.

e  Tourists’ perception of the Destination will increase if their
shopping experience is satisfactory no matter if buyers or non-
buyers; selling counterfeits does not have significant negative
effect on non-buyers’ perception towards Hong Kong.

e Gender does not have much of an effect on the ethical decision-
making, in general.

¢ No significant gender differences on ethical judgement.

e Both genders have over 60% Type 1 fast thinkers.

e Males perceive lower personal relevance of buying counterfeits,
and have higher motivation to process Type 1 thinking than
females.

Gender

e Females have less self-control, are more likely to be affected by
others, are more likely to neutralize their behavior and are more
likely to make the same ethical decision (do the same thing) in the
future if shopping experience is satisfactory.

e Age has a significant impact on ethical judgement.

e Young people (18-34 years old) perceive the lowest moral
intensity, have the lowest percentage of Type 2 slow thinkers, are
more concerned about personal gain (egoist teleology), are the
most easily to be affected by others, and are most likely to do the
same thing if the shopping experience is satisfactory.

Age e The elderly people (55 years +) are the least easily to be affected
by emotion, have the highest percentage of Type 1 fast thinkers,
are the most deontological (consider responsibility to the society),
are the most likely to control themselves well, and have the least
percentage of counterfeit buyers.

e The middle-age people (35-54 years old) are similar to the younger
age bracket in ethical decision-making generally.

e Over 59% of each education group are Type 1 fast thinkers.
e Educational background is significant on ethical judgement.

e High school graduates are the least easily to be affected by
emotion, have the highest percentage of Type 1 fast thinkers, are
Education most concerned about their responsibility to the society
(deontology), and are the most likely to keep not buying
counterfeit.

e College graduates perceive the lowest moral intensity of buying
counterfeits, have the lowest personal relevance, have the highest
percentage of Type 2 slow thinkers, have the highest proportion of
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counterfeit buyers, and are the most likely to neutralize their
purchase behavior,

Bachelor graduates perceive the highest moral intensity, have the
highest personal relevance, are the most easily to be affected by
emotion, are most concerned about personal gains (egoist
teleology), have the lowest proportion of counterfeit buyers, and
are the most likely to buy counterfeits again in the future if
shopping experience is satisfactory.

Religion

Type of thinking differs significantly by Religion. People with no
religion are more Type 1 fast thinkers, while people with religion
are more Type 2 slow thinkers.

People with no religion perceive lower moral intensity, are more
easily to be affected by others, and are more likely to buy
counterfeits again in the future if their shopping experience is
satisfactory,

People with religion are more likely to neutralize their behavior,
and

more likely to keep not buying counterfeits in the future.

Travel companionship
(Travel alone or not)

Travel companionship has a significant effect on ethical
judgement.

Tourists travelling with others are concerned more about their
responsibility to the society (deontology), but are more likely to
consider buying counterfeits as ethical, are more likely to do the
same thing in the future if shopping experience is satisfactory, and
their perceptions of Hong Kong will increase if their shopping
experience is satisfactory.

Tourists travelling alone are stricter in that they think buying
counterfeits is not ethical, but there are more counterfeit buyers.
They buy counterfeits although they think such behavior is not
ethical, so their moral behavior is not consistent with their ethical
judgement. They are more likely to neutralize their purchase
behavior, and their perception towards Hong Kong as a shopping
destination will not increase although they are satisfied with the
shopping experience.

The effect of others is not significantly different between the two
groups. Tourists travelling with others also are not easily affected
by others.

The quantitative findings are supported by qualitative findings especially for those related
to the three cohorts. Both interview and survey result shows that (1) over 60% are Type 1
fast thinkers; (2) compared to mainland Chinese tourists, international tourists are more
likely to buy counterfeits while travelling Hong Kong; (3) international tourists are more
likely to be emotional and affected by others; (4) international tourists perceive higher

benefits of counterfeit products especially “value for money” which is emphasized in the
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interview; “more choice of product” is also frequently mentioned in the interview; (5)
compared to international tourists, mainland Chinese non-buyers’ perceptions of Hong
Kong are more likely to decrease because of the availability of counterfeits in Hong Kong;
some strict non-buyers from mainland China even said they would not come to Hong Kong

again because of counterfeits in the interview.

158



8 Discussions

This chapter discusses the results revealed in the previous chapter and provides implications,
both theoretical and practical, as a consequence of these results. The chapter concludes,

noting the limitations of the research and areas for future research.

8.1 Objective One: the incidence of counterfeit purchases among different

tourist types

The phenomenon of tourists purchasing counterfeits non-deceptively is prevalent in Hong
Kong. Over one in three Hong Kong residents reported making a counterfeit purchase in the
last 12 months, and about one in five international tourists and one in seven mainland
Chinese tourists reported buying counterfeits during the trip to Hong Kong. There is already
a lot of research investigating consumer attitudes or motivations of counterfeit purchases
(such as: ACG, 2004; Stewart, 2005; Tom et al., 1998). Several conceptual models of
consumer demand for counterfeits have been developed (Chaudhry & Zimmerman, 2009).
However, previous research has captured purchase intention rather than actual behavior.
Empirical studies that capture actual counterfeit purchase behavior and motivations
underlying these purchases are extremely rare. Purchasers may not want to discuss
perceived unethical purchases. This research bridges this gap. Even though a phenomenon
is difficult to investigate, it does not necessarily mean this phenomenon should be neglected.
On the contrary, it is important to investigate unethical behavior. This dark side of humanity
exists in all cultures. As we found, there are buyers of counterfeits from international tourists,

mainland Chinese tourists and Hong Kong residents.

Previous research (Husted, 2000; Marron & Steel, 2000; Wang et al., 2005) discovered that
Eastern consumers, who are more collectivist in nature, are more willing to buy fake
products and Western consumers, who are more individualistic, are less likely to buy
counterfeits. Respect for creativity and intellectual property is considered important in
western countries but intellectual property is less protected in a collectivist society like
China (Zimmerman, 2013). However, the situation is different when counterfeits are
purchased abroad by tourists. The result of this research contrasts with previous research in
that more international tourists buy counterfeits in Hong Kong than mainland Chinese
tourists.
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One of the determining factors for this is the difference of IPR laws and restrictions between
home countries and the tourist destination. Consumers tend to buy counterfeits in the place
which has less strict IPR laws. This confirms the results of Schuchert-Giiler and Eisend
(2003) where consumers from countries with strict IPR enforcement are more likely to
engage in counterfeit purchases on holiday since it is a hedonic and adventurous shopping
experience. Therefore, compared to legal reasons, culture has less of an effect on restricting
people’s unethical behavior. The law seems to be the most effective way to prevent unethical

behavior in this area.

Compared to tourists, Hong Kong residents have higher incidence of counterfeit purchases.
Nevertheless, they confess that they are more likely to purchase counterfeits while on
vacation than at home, similar to international tourists. This matches previous research
where consumers are more likely to behave in a deviant manner while on vacation because
of lower social constraints (McKercher, 2015; McKercher et al., 2008). Yet, we found Hong
Kong residents buy more counterfeits than tourists despite having more constraints. One
possible reason for this is due to the incidence of Hong Kong residents’ counterfeit
purchases covers the last 12 months but the incidence of tourists only covers the current trip

they are taking.

For mainland Chinese tourists, lower social constraints do not lead to more counterfeit
purchases, but their average expenditure on counterfeits is the highest among the three
cohorts. Despite the lower incidence of counterfeit purchases among mainland Chinese
tourists, the sheer volume of mainland Chinese tourists dwarf the other segments of Hong
Kong residents and international tourists. Different from Jiang (2014) who found that
handbags and wallets are the most commonly purchased items, footwear is the most popular
counterfeit item for mainland Chinese tourists while counterfeit wearing apparel is popular
for international tourists and Hong Kong residents. This matches with the qualitative
interview results where handbags are too eye-catching and footwear is much less likely to

be recognized by others as counterfeit.

8.2 Objective Two: to estimate the economic value of counterfeit purchase

among different tourist types

It is estimated that the total tourist market spending is HK$ 6,319.60 million (US$ 810.21
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million) on non-deceptive counterfeit products per year, with mainland Chinese spending
HKS 5,340.77 million (US$ 684.71 million) and international tourists spending HK$ 978.83
million (US$ 125.49 million) respectively. Hong Kong residents are estimated to spend
HKS$ 781.69 million (US$ 100.22 million) on non-deceptive counterfeits.

The total economic value of counterfeit demand in Hong Kong is estimated to be
HKS$ 7101.29 million (US$ 910.43 million). According to Global Brand Counterfeiting
Report 2018, the total amount of counterfeiting globally has reached 1.2 trillion USD in
2017 which includes all kinds of counterfeiting, selling both online and off-line (RSG, 2018).
Thus, the estimated economic value of counterfeit demand in Hong Kong is reasonable
because it only measures counterfeit demand for fashion products that are selling off-line

(in local markets).

Based on the estimation, 89% of counterfeit demand in Hong Kong comes from tourists.
The expenditure on non-deceptive counterfeit purchase counts for 4.2% of total tourist
shopping expenditure and up to 6.5% of international tourists’ shopping expenditure. By
knowing this fact, Hong Kong government and brand companies can develop anti-
counterfeit marketing strategies, especially aimed at tourists, to decrease the economic value
that is lost to counterfeits. To develop efficient strategies, it is necessary to know what affects

the consumers’ ethical decision-making process.

8.3 Objective Three: To explore the ethical decision-making among

different tourist types

New knowledge has been created into how tourists make ethical decisions based on dual-
process theory. As summarized in Table 7-32, Type 1 fast thinkers perceive counterfeit
purchase with low moral intensity, low personal relevance, with positive emotions rather
than negative emotions; they make ethical judgements based on low cognitive level of moral
reasoning which is egoist teleology, but are not easily affected by how the counterfeit sellers
promote their products; their ego strength is not low, not field dependent and the locus of
control is not external, which suggests that they can keep to their personal judgements
relatively well without being affected by others. However, compared to Type 2 slow thinkers,
Type 1 fast thinkers are more likely to be affected by others. Type 1 fast thinkers will not

always buy counterfeits or undertake other unethical behavior; they can also be ethical and
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may not buy counterfeits as indicated in the qualitative interviews. Nevertheless, Type 1 fast
thinkers do purchase more counterfeits than Type 2 slow thinkers, which suggests that Type
1 fast thinking has a stronger relationship with buying counterfeits or undertaking unethical
behavior. This matches with Jones (1991) who found that when moral intensity is low,
individuals may compromise their moral standards and be more likely to engage in unethical

behavior, like Type 1 fast thinkers.

On the contrary, Type 2 slow thinkers perceive counterfeit purchases with high moral
intensity, high personal relevance, but not positive emotions. This is contrary to Gaudine
and Thorne (2001)’s study who found that individuals are more likely to undertake
sophisticated moral reasoning (Type 2 slow thinking) when their emotions are positive and
aroused. Actually, Type 2 slow thinkers’ emotions are more negative than Type 1 fast
thinkers when they make ethical decisions. Gaudine and Thorne (2001) also emphasize the
effect of emotions on all stages of ethical decision-making. However, emotions do not have

a significant influence on both Type 1 fast and Type 2 slow thinkers in this study.

It is also surprising to find that Type 2 slow thinkers are similar to Type 1 fast thinkers in
that they are also teleological rather than deontological when making ethical decisions.
Their level of moral development is not as high as suggested by Kohlberg (1984) who found
that individuals who can analyze an ethical dilemma comprehensively are usually at a higher
level of moral development. The reason might be tourists engage in hedonic activities and
thus are less considerate of society. Unlike Type 1 fast thinkers, Type 2 slow thinkers are
less easily affected by others and can keep their moral behaviors consistent with their ethical
judgements. However, both Type 1 and Type 2 thinkers generally have good self-control.
This is because when an individual is egoist / teleological, the effect of others or the
environment (framing effect) has less significance, no matter which type of thinker.
Different from previous literature, sophisticated moral reasoning does not always translate
into ethical behavior. Type 2 slow thinkers can also buy counterfeits. Moreover, they are
more likely to neutralize their purchase behaviors. This is in line with Haidt (2001) who
states that moral reasoning is a post hoc process that support the decisions made by Type 1

fast thinking.

Personal experience can significantly affect tourists’ next ethical decision. This study
confirms that the personal experience of counterfeit consumption has a positive correlation

with the tourists’ next ethical decision. This finding is supported by Hunt and Vitell (1986)

162



who found that individuals can learn from the actual consequence of the previous ethical
choice. The decision (counterfeit purchase) can enrich their personal experiences and thus
affects future ethical decision-making for similar dilemmas. This study also confirms that
the two types of thinking do not operate independently (e.g. Fazio, 1986; Fazio & Towles-
Schwen, 1999) but can work simultaneously and interweave with each other during the
decision-making process as suggested in other studies (e.g. Chaiken, 1980; Evans &
Stanovich, 2013; Kahneman, 2011; Moskowitz et al., 1999; Petty & Wegener, 1999; Sloman,
1996; Stanovich et al., 2014).

Demographic factors can affect ethical judgements. This study shows that culture (tourist
nationality / ethnicity), age, education, religion, and travel companionship significantly
effects ethical judgements (Table 7-33). International tourists are less strict concerning
ethical judgements of counterfeits and have a higher percentage of counterfeit buyers than
mainland Chinese tourists. However, this might not be due to culture but because of different
legislation and availability of cheaper and more variety of counterfeits in their home country,
as discuss above in Chapter 8.1. Age does not make a significant difference until an
individual is mature enough, over 55 years-old, as suggest in this study. Ethical judgements
of young people and middle-aged people are similar. However, elderly people have reached
a higher level of moral development who are concerned about social responsibility rather
than themselves. In addition, seniors follow their own ethical judgement and this translates
into actual behavior so that they buy less counterfeits than those younger than them. This is
consistent with Kohlberg (1984) who noted that the level of moral development will
improve as an individual ages. What’s interesting is that the elderly group who are the most
deontological have the highest percentage of Type 1 fast thinkers. This is contrary to the
previous literature who found that Type 2 slow thinkers usually have a higher level of moral
development (Kohlberg, 1984). Kohlberg (1984) and Penn and Collier (1985) suggest that

ethical training and ethical learning can help to accelerate the moral development process.

Ethical education does not equal general education, because based on the result of this study,
individuals with higher education (Bachelor or above) are more egoist teleological than
those with less formal education. This means that general education does not contribute to
higher moral development. Intelligent people might not always be rational (Stanovich et al.,
2014) nor ethical. CEOs who are considered clever and well-educated maybe be self-

interested and not socially responsible, when making long-time business decisions
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according to Woiceshyn (2011). Ethical education, taught in courses like ethics and social
responsibility, can be added to formal education programs, otherwise individuals may be
highly educated but not highly moral. An individual should not only know how to be a
successful / wealthy person but also how to be an ethical citizen. Religion also contributes
to making an individual more ethical, because people with no religion have lower moral
intensity. This is similar to the finding by Schneider et al. (2011) that religion can drive
ethical consumer behavior. Traveling with others also has an effect on ethical judgement.
Petty et al. (1980) raised the question of whether the effect of group can enhance or reduce
the quality of individual judgement. The current study shows that an individual can still
keep to their judgements and do not easily change their minds but their cognitive level of
moral development is improved when travelling with others. They are more socially
responsible rather than self-interested when they are in a group. Tourists travelling alone are

more likely to behave unethically although they know it’s unethical to do so.

However, there is no significant gender differences in ethical judgement. Males and females
are very similar in the process of ethical decision-making process for counterfeit purchases.
The only significant differences are that males perceive lower personal relevance, have
higher motivation to process Type 1 fast thinking while females are more likely to be
affected by others and neutralize their behavior. This is different from most of the previous
research where women are more ethical than men (e.g. Betz et al., 1989; Glover et al., 2002;
Lane, 1995; Whipple & Swords, 1992), but is consistent with some studies that show there
are no significant gender differences or very little differences (e.g. Cohen et al., 1998; Loo,
2003; McCabe et al., 1991; McDonald & Pak, 1996; Sikula & Costa, 1994; Sims, 1999).
This suggests that males and females are similar in ethical decision-making and ethical

behavior nowadays, or this may vary based on different situations (Tolkach et al., 2017).

The above discussion relates to the particular situation of counterfeit purchases about the
differences on type of thinking and differences in demographics. The following discussion
focuses on the dual-process theory, especially Type 1 fast thinking. In the proposed ethical
decision-making framework, the author emphasizes the impact of actual experience because
it’s the major factor that forms an individual’s knowledge and memory. Knowledge and
memory are the information available for ethical decision-making. Available information
emphasizes that different information can result in different judgements. If an individual

knows more about luxury products, he or she is able to distinguish the difference between
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the fake one and the genuine one; otherwise, he or she would not even know a fake product
is fake. Type 1 fast thinkers rely on heuristic rules to make decisions. First, they rely on
information that is easily recalled from memory. The most recent shopping experience is
important information for a tourist’s memory. Second, they rely on representativeness. Most
counterfeit buyers think counterfeits are very similar to genuine ones. They use their limited
knowledge about the genuine luxury products, such as logo, style, color, design, and
material, as a comparison to the counterfeited ones, and ignore the details which are the
most important to distinguish between the genuine item and the fake item. That’s why there
are more Type 1 fast thinkers among counterfeit buyers. Third, Type 1 fast thinkers make
their decisions by anchoring to a certain reference point. There are several possible anchors
for Type 1 thinkers. First, for those who are concerned about value, a low price is the anchor
so counterfeit products are more attractive compared to the high price of luxury products.
Second, for those who are concerned about time, making fast decisions saves time. That’s
why some tourists said they make quick decisions because they think cheap products don’t
deserve much deliberation. Indeed, people usually need a longer time to consider important
or expensive decisions. Third, for those who are concerned about personal image, honesty
is the anchor so they will not buy counterfeits. Type 1 buyers are those who usually focus
on saving money and getting immediate benefits while Type 1 non-buyers usually anchor to

status and long-term effects.

However, self-interest concerns both Type 1 and Type 2 thinkers; that why both type of
thinkers are egoist teleology. According to McKercher (2015), tourists are selfish in nature.
They are mainly concerned about themselves rather than others while travelling. When an
individual is egoist, framing effects are not significant for Type 1 fast thinkers. Tourists will
not be affected by the counterfeit sellers’ marketing strategies. Although an individual is a
Type 2 slow thinker, he or she tends to minimize reasoning efforts and uses an easy focal
point (self-interest, in this case), ignoring moderating factors (such as responsibility and
ethics) and other possible solutions to a problem (Sperber et al., 1995; Wilson et al., 2000).
Most Type 2 thinkers will consider benefits to themselves to make ethical judgements.
That’s why Stanovich (2009) suggests that clever people might not always be rational
decision-makers. This corresponds with the results from this study where people with a high

level of education are more egoist than those with lower education levels.

This leads to another criticism of Type 2 slow thinking of the possibility of an attitude-
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behavior gap (Newholm & Shaw, 2007). It is generally believed that decisions taking much
thought should be rational and at the same time, ethical, because this thinking considers
many perspectives to arrive at the best solution. However, this study shows that decisions
taking much thought might not necessarily be rational or ethical. Sometimes intuition (quick
thinking) is better because re-thinking issues might result in a less optimal result. That’s
why sometimes people regret changing their original decision or ‘second guessing’,
especially when playing lottery. This can also apply to ethical decision-making. Rand and
Epstein (2014) found that people who are extremely altruistic use intuition as they are
willing to risk their lives to help others, without a second thought. Therefore, Type 1 fast
thinking can be deontological which was found in this study, where elderly people are
mostly Type 1 fast thinkers but consider their social responsibilities. Type 2 slow thinking
can result in unethical decisions because it gives the individual time to consider risks to
themselves. In this case, an individual might not willing to risk his or her life to help others.
The result of the qualitative interviews in this study also shows that some people who do
not buy counterfeits are Type 1 fast thinkers. They can make the decisions quickly without

a second thought.

However, the survey results still show that most of the counterfeit buyers are Type 1 fast
thinkers. Prospect theory helps to explain Type 1 fast thinking. The basic concept of prospect
theory is that consumer prefer sure gains and avoid sure losses. When gains are certain, an
individual tends to be conservative to avoid possible losses; when losses are certain, an
individual is willing to take risks to seek possible gains. That is the certainty effect of
prospect theory. An individual will rely on sure cues and choose certain options rather than
uncertain ones (Kahneman & Tversky, 1979). For Type 1 buyers, the sure cues are a
counterfeited product’s price and quality. For Type 1 buyers, buying counterfeits can save a
lot of money, the quality is good for now, sufficient to meet their basic needs, and very
similar to the genuine product. On the other hand, the genuine item is certainly more
expensive, but they are unsure how durable it is, how long it will last and how different it is
from the fake product. The risks of a high price are much higher than that with the cheap
product. This means that even a fake handbag breaks, the loss is lower because it is cheap.
However, the genuine handbag may not last for various reasons but it is still much more
expensive. This aligns with Cordell and colleagues (1996) who note that counterfeit

products are low investment-at-risk so people are more willing to buy the fake items.
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The traditional criticism of Type 2 slow thinking is the attitude-behavior gap proposed by
Newholm and Shaw (2007). However, it is not clear what factors will cause this gap or what
kind of people cannot keep their ethical behavior consistent with their ethical judgement.
The current research discovers that culture and travel companionship can have significant
effects on the attitude-behavior gap. Specifically, mainland Chinese tourists who are
travelling alone are the most likely to buy counterfeits although they know such behavior is

not ethical.

The isolation effect is another part of prospect theory. The isolation effect means that people
can make different judgements for the same situation when it’s presented in different ways.
A genuine product usually has a high price, and a professional display which creates a luxury
impression for consumers. However, when a genuine product is offered at a low price with
a poor display, will consumers still think it’s genuine? This is one important direction for
the author’s future study. Experiments and quasi-experiments can be used to test this. Here
are some examples for experiments: to test the effect of price, a genuine handbag can be
offered at $50 versus a fake handbag at $500, and test participants’ choice of handbag. The
second test can explore the effect of display (a framing effect): Display a second-hand
genuine handbag in an antique shop versus a brand new but fake handbag in a retail shop,
and test participants’ choice of handbag. In addition to the isolation effect, the primacy effect
and recency effect can also be tested in an experiment. The primacy effect refers to when
the first items seen are easier to recall and are used as an anchor. The recency effect means
the last items seen are easier to recall and are used as an anchor. The experiment can be
designed so as to show a fake handbag first versus showing a genuine handbag later; a fake

one in front versus a genuine one in the back of a shop, and tests the participants’ choice.

The effect of time on Type 1 fast thinking are also considered in this study. It is generally
believed that tourists have less time when shopping (compared to residents) so they might
use Type 1 fast thinking when making decisions. However, the result shows that there are
more Type 1 fast thinkers among Hong Kong residents (70.0%) than tourists (61.6%). This
indicates that people using Type 1 fast thinking might not do so because of limited time, but
because of money considerations, such as investment-at-risk; or most importantly, the focus
on self-interest. When self-interest is the first consideration and the easiest information to
recall, it is easy and quick for an individual to make a decision. This helps to reinforce the

stereotype that people are fast thinkers because they don’t have enough time to consider
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their purchase (Samson & Voyer, 2014).

8.4 Objective Four: To assess the degree of neutralization among different

tourist types

Among the five neutralization techniques outlined by Sykes and Matza (1957), Hong Kong
residents mostly use the technique “Denial of injury” while both mainland Chinese tourists
and international tourists mostly use the technique “Condemning the condemners”™ (Table
7-10). Hong Kong residents have the highest agreement on the statement that “There's no
harm done in purchasing counterfeits. The designer brands are still rich anyway”. This
means that Hong Kong residents do not think that buying counterfeits will cause any harm
and the designer brands remain unaffected. On the other hand, tourists have the highest
agreement on the statement that “It's a joke designer brands should complain about me
buying counterfeit goods when these companies are making products in sweat shops with
child labor”. This indicates that tourists have negative perceptions of luxury brands. They
might think it is unfair that luxury brands are charging expensive prices while behaving
irresponsibly. The quantitative findings support the qualitative interviews that some
mainland Chinese tourists think it is not fair and are not sure where the luxury brand profits
go. In this case, tourists are more skeptical than Hong Kong residents. This finding supports
Poddar et al. (2012) who note that consumers intend to buy counterfeits because of the low
price when they perceive low corporate citizenship of a luxury brand. What is similar among
tourists and Hong Kong residents is that they do not agree with the neutralization technique
“Appeal to high loyalties” and “I wanted to buy the genuine products but the queues were
too long”. They do not think this is a reason to justify buying counterfeits. Therefore, if a
consumer is really loyal to a luxury brand, he or she will not buy counterfeits. Actually,
research in marketing psychology shows that a longer queue is a good marketing strategy to
attract consumers and increase consumer loyalty because of the “bandwagon effect”

(Kastanakis & Balabanis, 2012).

This “bandwagon effect” can also explain how Type 1 fast thinkers justify their purchasing
behavior. When the experience of buying counterfeits is satisfactory, Type 1 fast thinkers
are most likely to neutralize their behaviors by saying that “Purchasing counterfeits is not a
big deal. Everyone does it” (Table 8-21). This “Everybody Does It” technique is considered
by Cromwell and Thurman (2003b) as another technique for neutralization based on the five
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techniques proposed by Sykes and Matza (1957). This “bandwagon effect” means Type 1
fast thinkers buy counterfeits because many people buy this type of good. However, Type 2
slow thinkers use the neutralization technique of “Justification by postponement”
(Cromwell & Thurman, 2003b) by saying that “I don’t think buying counterfeit products is
unethical”. Type 2 slow thinkers deny buying counterfeits is unethical to justify that they
buy counterfeits, not because they did not consider the issue thoroughly but because they

think it is ethical.

When the actual consequence is satisfactory, the people who would neutralize their behavior
are mostly international tourists, females, aged between 35-54 years old, with some college

education, have religion and travel alone (Table 7-24 to Table 7-29).

8.5 Objective Five: To assess the impact counterfeit goods have towards

the perception of Hong Kong as a shopping destination among tourists

Since counterfeiting is illegal in many countries, there is uncertainty of how it will affect
the image of Hong Kong among tourists. According to Table 7-8, for counterfeit buyers, the
perception of Hong Kong as “shopping paradise” has increased among tourists, especially
international tourists. This reinforces the qualitative interview results where counterfeits
selling in night markets can be an attraction for tourists. International tourists deliberately
seeking counterfeits in Hong Kong (Correia & Kozak, 2016) because the intellectual
property right restrictions are not as strict as in their own countries. However, for those who
did not buy counterfeits, their perceptions of Hong Kong decreases among mainland
Chinese tourists because of the availability of counterfeits. International tourists’
perceptions of Hong Kong as a shopping destination among non-buyers does not decrease.
This was noted in the previous discussion on Chapter 8.1 “objective one: the incidence of
counterfeit purchase among different tourist types” where the difference of IPR laws makes
counterfeits an attraction for international tourists but a distraction for mainland Chinese
tourists. This holds regardless of the effect of satisfaction with Hong Kong as a shopping

destination.

When considering the effect of satisfaction with Hong Kong as a shopping destination, this
research tests the correlation between satisfaction and the perception change (Table 7-23).

There are positive correlations only for buyers but no significant relationship for non-buyers.
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Among counterfeits buyers, those whose satisfaction and perception change are positively
related are mostly mainland Chinese tourists, females, 35-54 years old, with Bachelor
degree or above, no religion, and travel with others (Table 7-24 to Table 7-29). Tourists who
travel alone do not increase their perception of Hong Kong as a shopping destination,
although they are satisfied with the counterfeit shopping experience. This indicates that
when buyers are satisfied with the shopping experience, their perception towards Hong
Kong as a shopping destination will significantly improve; while non-buyers would not have
negative perceptions of Hong Kong as a shopping destination, although counterfeits are
selling in the markets. This shows that the impact of counterfeits goods towards the
perception of Hong Kong as a shopping destination among tourists is not negative, even
positive for buyers. This raises the question that if counterfeits are totally banned in Hong
Kong, would it have negative effect on perception towards Hong Kong as a shopping
destination? This could be an area for future research. In Thailand, counterfeiting has
become a part of local economy that helps to keep the living expenses low; shopping
counterfeits has also considered as a part of local culture and an interesting experience by

tourists who do not like the local government to ban the fake products (O'Connor, 2018).

8.6 Objective Six: To test the efficiency of different anti-counterfeiting

strategies in combating counterfeit consumption

Tourists, especially mainland Chinese tourists, will respond to a range of anti-counterfeit
marketing strategies. Lowering the prices of genuine products and explaining the risks of
purchasing counterfeits would be the most effective anti-counterfeit marketing measures.
The results of the effectiveness of counterfeit sellers’ marketing strategies also suggests that
counterfeit buyers are convinced mostly by the possibility of price negotiation. This shows
that price is the most important attribute to decrease counterfeit demand. However, as noted
by Nia and Zaichkowsky (2000), lowering the price of genuine products can diminish the
image of luxury brands. High prices are a proxy for high quality, although a high price does
not guarantee high quality. Thus, providing more value-added services could be considered
as an alternative marketing strategy, which is in line with McEachern (2015). Partially in
contrast to Herstein et al. (2015), negative anti-counterfeiting marketing strategies, such as
campaigns that show potential risks in health or safety of buying counterfeits and programs

that educate consumers about the negative impact of counterfeits on the economy and
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society could be effective in the tourist market.

In conclusion, all research objectives have been answered. It helps to have a clearer
understanding of the incidence of and the reasons behind counterfeit purchases among
different tourist types, the economic value of counterfeit purchases, the impact of
counterfeits on Hong Kong and the efficiency of various anti-counterfeiting strategies. The
psychological process of ethical decision-making has also been explored and the

demographical differences have been compared among different tourist types.
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9 Conclusion, contribution and implications

9.1 Theoretical contributions

First, the current research is one of the first attempts to explore intuitive decision-making
by tourists. Previous studies on tourist decision-making are mainly based on the assumption
that tourists are always rational decision-makers. However, given the hedonic nature and
time pressure of tourist shopping, it should be recognized that tourists are not always rational
decision-makers. Intuitive decision-making has been widely studied in psychological realm,
especially social psychology. It has also been proposed in business ethics, and tourism
scholars have started to become aware of this. However, no empirical studies have been
done to investigate the actual situation. The current study shows that the majority of tourists
(61.6%) are Type 1 fast thinkers, confirming the importance of investigating intuitive

decision-making in tourism research.

Second, the current research adds new knowledge to tourist misbehavior / unethical
behavior by applying psychological theory. Tourists’ ethical behavior has been a very
common topic because it is relatively more easily to collect data on that subject than
unethical behavior. People are happy to share the positive things they have done but might
not willing to admit what unethical things they have done. However, this should not be a
reason to stop researchers from investigating unethical topics. It is an important social issue
that need to be addressed. Ethical behavior should be encouraged but unethical behavior
should also be prevented by investigating the psychology behind these behaviors. Among
the limited research studying tourists’ misbehavior, most studies examine attitudes or
opinions towards unethical behavior. However, respondents might give socially acceptable
opinions which might differ from their actual behavior. The current research takes a new
direction that first identifies respondents who behaved unethically (bought counterfeits) and
those did not, and then ask them to recall the decision-making process. This can help
investigate the decision-making more precisely. Through the application of dual-process
theory, a theoretical foundation of the tourist misbehavior can be developed rather than

descriptive analysis.

Third, a conceptual framework has been developed based on a critical review of consumer

decision-making, ethical decision-making, dual-process theory and counterfeit demand
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literature. The framework tries to overcome the main disadvantages of the classical models
by adding new elements from recently developed models. The framework also considers the
nature of tourists and the complicity of counterfeit demand. The framework finally
synthesizes models from three realms: decision-making psychology, ethical decision-
making, and counterfeit demand. Moreover, the current research uses mixed methods to
develop the conceptual framework, combining the advantages of both quantitative and

qualitative methods.

Fourth, the current study add new knowledges to ethical decision-making by exploring the
relationship between the type of thinking (Type 1 / Type 2) and ethical / unethical behavior.
The attitude-behavior gap is tested in empirical survey. The study also explores cultural

differences and identifies demographic characteristics of ethical and unethical tourists.

9.2 Practical implications

If we know who behaves unethically, we can develop effective strategies to curb them.
That’s how academic research can contribute to society. According to this research, some

anti-counterfeit marketing strategies are suggested for luxury brand companies as follows:

First, the brand companies should show Hong Kong residents how they are negatively
affected by counterfeits. The major demand of counterfeits in Hong Kong comes from
residents whose major neutralization of purchasing counterfeits is the conviction that the
luxury brand companies are not negatively affected and are rich anyway. Therefore, luxury
brand companies should advertise on local TV about how their intellectual properties are
infringed and how their image and profits are negatively affected, to raise the awareness of
local residents. Local residents should also be educated that buying counterfeits is unethical
and such behavior might cause negative effect (e.g. risk on personal health or image) on

themselves because Hong Kong residents are more egoist teleological.

Second, the brand companies should undertake more corporate social responsibility
initiatives to improve their social image among tourists. Both mainland Chinese tourists and
international tourists neutralize their purchase behavior by saying that the brand companies
might act unethically while earning extremely high profits. Therefore, improving brand
image by doing more CSR can help to decrease tourist demand for counterfeits. In addition,
it is worth further investigating why mainland Chinese are willing to spend more money on
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counterfeits in Hong Kong while they can buy counterfeits with higher quality and lower
price in mainland China. The reason might be that they buy counterfeits as souvenirs for
friends in mainland to gain “face” because most people believe that branded products bought
in Hong Kong are genuine. For international tourists, the anti-counterfeiting strategies for

them can be more related to emotion and their friends and families.

Third, the brand companies and the government should do more advertising emphasizing
consumers’ personal unique style and showing the potential risk of blindly following others
for Type 1 fast thinkers. The current research shows that most of the counterfeit buyers are
Type 1 fast thinkers and the main reason for them to buy is “bandwagon effect”. The
interview results show that Type 1 non-buyers can make quick decisions because they have
clear understanding of their personal image. Therefore, emphasizing personal unique style

can help to transform more Type 1 buyers to non-buyers.

For Type 2 slow thinkers who do not think buying counterfeits is unethical, there should be
more educational advertisements or programs to show why it is unethical and how to be an
ethical citizen. These advertisements and programs should show frequently on various
media channels including TV, magazine, newspaper. In addition, because Type 2 slow
thinkers like to compare quality and price, they should be educated to learn more detailed
differences between fake products and genuine products. Some people may consider that
fake products have good quality due to lack of knowledge regarding the quality of the

genuine products.

The brand companies can also work with hotels to educate customers. For example, Chanel
can work with hotels to put the book named “Coco Chanel: The Legend and the Life by
Justine Picardie (2011)”; or compile Coco Channel’s quotes into a booklet and put them in
the room for customers to read. It could be a good example to encourage personal style
establishment because Coco Channel strongly emphasizes women’s independence and
individualism in her quotes, such as “My life didn’t please me, so I created my life” and
“The most courageous act is still to think for yourself aloud”. Let customers understand the
founder’s spirit first, and thus trigger their shopping intention should be a trend to do brand
marketing. This can help increase customer loyalty and prevent counterfeit demand. In
addition to such a booklet, Facebook, Instagram, TripAdvisor or other social media can be
used to influence tourists. Consumers can only be affected after frequently exposed to

similar information for a long period. Fourth, the government should encourage
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consumption downgrading. Price is the key factor that drives counterfeit demand, but it is
difficult for luxury products to lower the price. Therefore, consumers should be encouraged
to undertake affordable consumption. Instead of buying fake products, consumers who
cannot afford luxury products can buy lesser brands that are cheaper, but still genuine. This
is consumption downgrading. For example, the clothes of some fast fashion brand, e.g.
ZARA, actually follow the design of luxury brands. Consumers who cannot afford Chanel
can buy ZARA. Consumers who cannot afford Louis Vuitton can buy Coach whose current

designer is the former designer at Louis Vuitton.

Last but not least, self-interest is the most important factor that affect ethical decisions
among all tourist types. Both Type 1 fast thinkers and Type 2 slow thinkers are self-
interested when making ethical decisions. In addition, the current research shows that
negative marketing strategies that emphasize risks are effective for the tourist market.
Therefore, the anti-counterfeit marketing strategies should focus on the risk to self, such as
the negative effect on personal image and credibility. If consumers are aware of the potential
risks to themselves, they will have much less intention to buy counterfeits. This is
considered as a better anti-counterfeit marketing strategies than most of the current
strategies such as hiring celebrities (e.g. Jackie Chan) to join anti-counterfeiting campaigns

(Rubio, 2005).

Potential buyers show interest in purchasing counterfeits in the future if the product is not
easy to be noticed such as shoes and purses. It is also important to raise their awareness on
the unethical nature of buying counterfeits, link such behavior to their personal image and
show them the potential risk (e.g. the glue smell of fake shoes might have negative effect

on health) to prevent them from buying counterfeits.

9.3 Limitations and future directions

Like any research, this research has limitations. Although the data collection was carefully
conducted, the use of non-probability sampling methods inevitably leads to certain level of
inaccuracies. Although the sample is representative of the population of Hong Kong’s
residents and tourists, both mainland Chinese and international, visiting Hong Kong, it only
represents one destination. Research on this topic in other destinations where counterfeit

products are rife would make an interesting comparison. Another limitation is the difference
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between consumers’ stated and revealed behavior. This survey asks about non-deceptive
counterfeit purchases. Although anonymity was ensured in the interviewing process, some
respondents may be unwilling to admit that they knowingly purchased counterfeit products.
This is less of a problem with Hong Kong residents, as the survey was administered online.
Even for tourists, there was no way that the responses could be linked back to the tourist’s

identification. However, there still may be under-reporting of unethical behavior.

There could be several directions for future research. First, this study takes a demand-side
approach by asking tourists and residents their purchasing behavior and attitudes towards
counterfeit products and the potential effectiveness of anti-counterfeit marketing strategies.
Another approach would be to take a supply-side approach to this issue whereby sellers in
the street markets are asked about the selling of counterfeit products, where they are sourced
and how counterfeit products are marketed. However, given the illegality of counterfeit
products, this approach might be problematic. The second approach would be to compare
counterfeit products purchased by tourists with the genuine products. A comparison could
be made with the types of products sold, the differences in prices and any perceived
differences in quality. Behavioral economics experiments can be used to explore isolation
effect, primacy effect and recency effect which has discussed in Chapter 8.3. Third,
management of international luxury brand stores could be interviewed to understand the
concerns they have of counterfeit products eroding their brand name and image. Opinions
could be sought to see whether there is any perceived decline in revenues as a result of
counterfeit products. Fourth, it would be interesting to look at the effect of personal image
on the perceived credibility of a luxury product. Since counterfeiting is very common
nowadays, a genuine handbag might be perceived as fake if the personal image of the user
is not good, e.g. rude or lack of literacy. Fifth, is the possible positive effect of counterfeits
on Hong Kong as a shopping destination, how to trade-off if Hong Kong become less

attractive for tourists when counterfeits are banned.

9.4 Conclusion

The topic of this PhD study is the combination of several current trends. From literature
review, conceptual model development to the empirical study, the author has opened one of
the first doors to this, seldom studied but, interesting tourism research area. There might be

many unsolved issues; for example, whether the conceptual model developed by the author

176



can apply to other ethical issues? How the ethical decision-making can be different in
various situations? What factors can effectively prevent consumers from buying counterfeits
/ doing unethical behavior. However, this should encourage more and more researchers to
explore these exciting fields. To make the world a better place through adding new

knowledge is the author’s vision in pursuing her academic career.
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Appendices

Appendix 1 Interview discussion guide

The interview discussion guide is drafted as follows to explore ethical decision-making of

counterfeit consumption by tourists. Definitions of counterfeit products and non-deceptive

counterfeiting will be firstly explained to the respondents.

Counterfeit products: either 100% copy or imitate names, logos, images and designs of

genuine products that are protected by intellectual property.

Non-deceptive counterfeiting (knowingly purchase counterfeit products): customers are

aware of the counterfeiting through cues such as price, purchase location, packaging,

country of origin, selling style or the materials used.

1) Are you a tourist or a resident? Where are you from? How long is your stay in Hong

2)

3)

4)

5)

Kong? Have you been to Hong Kong before? (General background of respondents)

Have you gone shopping during your stay? How often? Where did you go and what type
of things did you buy? How important is shopping for your overall holiday satisfaction?

(General shopping behavior)

What do you think of buying counterfeit products? Is it acceptable or not? Why?
(Investigate the perceived moral intensity, ethical judgement, and neutralization of the

purchase behavior).

Have you ever bought counterfeit products when you visit Hong Kong? Please share
your shopping experience with the more details the better (Collect individual and

situational factors).

What promotion strategies by the sellers were the most attractive to you? The price, the
product, or the bargaining experience? Do you know any anti-counterfeit marketing
strategies, and how effective do you think they are? (Investigate the social marketing

strategies)
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6) Did you buy the product simply by intuition or by consideration? Why? And what did
you think of when making such judgement? (Explore the motivation to use Type 1 or

Type 2 thinking, and the factors affect these two types of thinking)

7) Was your purchase behavior consistent to your judgement? Was your decision affected
by others? Why? (Test the judgement-behavior gap)

8) What is actual consequence? Does it match your judgement? Why? (Actual consequence)

9) Does this shopping experience change your perception of Hong Kong as a shopping
destination? Why? (Impacts on destination image)

10) Is it possible that you will buy counterfeit products again in the future? (For buyers)
Will you still not buy counterfeits in the future? (for non-buyers).
(Impacts on the next ethical decision-making)
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Appendix 2 Questionnaire - the 1% version

Tourist demand for counterfeits and the ethical decision-making process

You are invited to participate in a study conducted by Ms. Christine Zeng, a PhD student of
the School of Hotel and Tourism Management at The Hong Kong Polytechnic University.
This research is funded by the Research Grants Council of Hong Kong Special
Administrative Region (HKSAR).

The aim of this survey is:

1. To determine the incidence of counterfeit purchases among different tourist types;

2. To estimate the economic value of counterfeit purchase among different tourist
types;

3. To explore the ethical decision-making among different tourist types;

4. To assess the degree of neutralization among different tourist types;

5. To assess the impact counterfeit goods have the perception of Hong Kong as a
shopping destination among tourists;

6. To test the efficiency of different anti-counterfeiting strategies in combating
counterfeit consumption.

It will take about 15 minutes to fill in the questionnaire. All information you provide will
remain confidential. Your responses will be combined with those of many others and used
only for statistical analysis. You have every right to withdraw from the study before or
during the survey process.

Your reply is very important for the study. Should you have any questions about this survey,
please do not hesitate to contact Ms. Christine Zeng on Tel. no. 3400 2331; mailing address
17, Science Museum Road, East Tsim Sha Tsui, Kowloon, Hong Kong and email address:
christine.yh.zeng@

If you have any complaints about the conduct of this research study, please do not hesitate
to contact Miss Cherrie Mok, Secretary of the Human Subjects Ethics Sub-Committee of
The Hong Kong Polytechnic University in writing (c/o Research Office of the University)
stating clearly the responsible person and department of this study.

Thank you very much for your contribution to this research.

Ms. Christine Zeng

School of Hotel and Tourism Management

The Hong Kong Polytechnic University

17, Science Museum Road, East Tsim Sha Tsui, Kowloon
Tel: (852) 3400 2331

Email: christine.yh.zeng@

180



Screen question: (Research objective 1)

Counterfeit products: either 100% copy or imitate names, logos, images and designs of
genuine products that are protected by intellectual property.

Have you bought any counterfeited products during your stay in Hong Kong?

O Yes. (Please go to Section 1.1)
O No. (Please go to Section 1.2)
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1.1 Shopping experience [for buyer of counterfeits]

1) Did you know the product is counterfeited / not genuine?
O Yes, | knew.
I 1 was not sure about that but | guessed it is not genuine through cues of price, location,
packaging, etc.
[ No, I didn’t have a clue at all.

2) Where did you buy the product?

O Ladies Market, Mongkok O Temple Street, Jordan
O Stanley Market, Hong Kong Island O Chung King Mansions
O Other place: (please specify)

3) Details of the counterfeit products that you bought. (Research objective 2)
Product Category Price Quantity
0 Wearing apparel / accessories

[ Electronics
[0 Handbags / wallets

O Footwear
[0 Watches / jewelry
O Others: (please specify)

(USCBP, 2014)

4) The counterfeit product:(Situational factor of product category: price & utility)
Strongly Agree | Neutral | Disagree St.rongly
agree Disagree
Costs much less than the original version. 5 4 3 2 1
Worth the money | paid 5 4 3 2 1
Value for money and for the status 5 4 3 2 1
Provides similar functions to the original version 5 4 3 2 1
Have similar quality to the original version 5 4 3 2 1
Is as reliable as the original version. 5 4 3 2 1

(Adapted from Correia & Kozak, 2016).

5) How effective are the following marketing strategies of sellers on convincing you to buy the
counterfeit product?

Very effective | Effective | Neutral | Ineffective | . Very.
ineffective

Large room for bargain 5 4 3 2 1
Good package 5 4 3 2 1
Good and clear display 5 4 3 2 1
Many choices of products 5 4 3 2 1
Exc1tlpg and gdventurous 5 4 3 ) 1
shopping environment

Good manner of the sellers 5 4 3 2 1

6) Please evaluate your shopping experience of counterfeit products: (Research objective 5)

Strongly Agree |Neutral| Disagree St.rongly
agree Disagree
I am satisfied with the shopping experience. 5 4 3 2 1
I will shop at the same place again in the future. 5 4 3 2 1
My perception of HK as “shopping paradise” has
. 5 4 3 2 1
increased.
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1.2 Shopping experience [for non-buyers of counterfeits]

7) How effective are the following anti-counterfeits marketing strategies on preventing you
to buy counterfeited products? (Adapted from Herstein et al., 2015) (Research objective
6)

Very Effective Neutral Ineffective | . Very.
effective ineffective

Anti-counterfeit ads by
celebrities or other educational 5 4 3 2 1
ads of public media.

Education programs about the

negative impact on economy and 5 4 3 2 1
society.

Campaigns that show potential

risks in health or safety 5 4 3 2 1
Explain and justify why genuine

products deserve high price 5 4 3 2 1
Internet sites that enable

consumers to sign in and boycott 5 4 3 2 1
counterfeits

Price discount of genuine s 4 3 ) 1
products

8) Please evaluate your general shopping experience in Hong Kong. (Research objective
5)

Strongly Agree | Neutral |Disagree St.rongly
agree Disagree
I am satisfied with my shopping experience in
5 4 3 2 1
general.
I will still not buy counterfeits in the future. 5 4 3 2 1
My perception of HK as “shopping paradise” has
decreased because there are counterfeited 5 4 3 2 1
products selling in the markets.
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2. Ethical decision-making (Research objective 3 & 4)

What is your ethical decision-making process with regard to purchasing counterfeited products? Please
indicate the degree of agreement where 5 = Strongly Agree, 1 = Strongly Disagree.

Moral intensity (Singhapakdi et al., 1996)

The overall harm (if any) done as a result of the purchase behavior 514113121
would be very small.

Most people would agree that such purchase behavior is right. 51413121
The purchase behavior is not likely to actually cause any harm. 51413121
The purchase behavior will not cause any harm in an immediate 51413121
future.

If no friends or families are negatively affected, the purchase 504131211
behavior is right.

The purchase behavior will harm very few people (if any). 51413121
Motivation & opportunity: personal relevance (Huang, et al., 2014)

The ethical decision was not important for me. 514 1
The ethical decision would not affect my personal image by families / 514131211
friends.

I would not take any risks because of the ethical decision.

Motivation & opportunity: emotion (Sharma & Chan, 2016)

When making the ethical decision, I was in a good mood. 50413121
Emotion highly affected my ethical decision. S1413 121
Buying counterfeit products makes me feel good. S1413 121
I feel exited when buying counterfeit products. S1413 121
Motivation & opportunity: cognitive effort & time (Decrop & Kozak, 2014; Huang, et al.,
2014)

O 1 took the simple decision which required the least time because of S141312]1
limited time. 5141321
[ I wanted to make a choice which was not complicated. 5141312 1
[J I wanted to make a decision which did not get me to think too much. 51413121
[J I made the choice which was the easiest to make. (Type 1)

[ I took the complicated decision which require a lot of thinking and S14 13121
elaboration. 4 1311211
[ I spent time thinking about possible consequences on myself and 514131211
others.

[ I considered all the facts about buying counterfeited products. (Type

2)

Ethical Judgement of Type 1 fast thinkers: the main ethical principles that you followed are
(Kohlberg, 1984)

[ I mainly focused on personal gain and loss. S|4 13121
O I mainly judged whether there is any punishment for the decision. 51413121
[ I mainly considered the expectation / acceptance of families or S|4 13121
friends.

[ I mainly considered the fairness to those who might be affected by S|4 13121
my decision

[ I mainly considered my responsibility to the society. S14 13121
[ I considered all ethical principles of all cultures and societies. S1413 121

Ethical judgement of Type 2 slow thinkers: knowingly purchasing counterfeit products is
(Cohen et al,. 2001)
Fair 51413121

Morally right S|4 13121
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Acceptable to my family and friends 51413121
Acceptable to my culture S|4 13121
Personally satisfying and pleasurable S14]13]2]1
Based on sound judgement 51413121
Acceptable for me if there is no punishment S|413 121
OK if it can be justified by positive consequences S14]13]2]1
Does not violate established social norms 51413121
Does not compromise important principles by which I live S1413 121
Ethical in general S|14]3[2]1
The effect of others on ethical judgement (Judgement-behavior gap) (Trevino, 1986)

| cannot resist impulses. 51411321
I cannot resist distractions from others. 51413121
I rely on the guidance of others for judgement. 5014131211
I cannot control myself well. 51411321
When | travel in a group, my judgement will be different from when | 514131211

am alone.
Actual consequence (answered by buyers of counterfeits)

The actual consequence matches my judgement that buying counterfeits | 5 | 4 | 3 | 2 | 1
is acceptable.
Actual consequence (answered by non-buyers of counterfeits)

The actual consequence matches my judgement that buying counterfeits | 5 | 4 | 3 | 2 | 1
is not acceptable.
Justifications (Neutralization) of purchasing counterfeits (answered by buyers) (Chatzidakis
et al. 2006)
That’s not a big deal. Everyone does it. 5
There’s no harm done. The designer brands are still rich anyway.

N

3121

n
[\
—

It’s the designer brand’s fault, the designer brands should make it more 51411321
difficult to copy their designs.
It’s a joke they should complain about me buying counterfeit goods 51411321
when these companies are making products in sweat shops with child
labor.

| wanted to buy the original brand name goods but the queues were too 51413211
long.
I don’t think buy counterfeited products is unethical. 51411321

Please state how likely you are to do this at home and on vacation (5 = Very likely, 1 = Very unlikely)

Knowingly purchase a | Very likely Likely Neutral Unlikely | Very unlikely
counterfeited product

At home 5 4 3 2 1

On vacation 5 4 3 2 1

(Situational factor of location: at home, on vacation)
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3.1 [For tourists only] The next section
asks some questions for classification
purposes. Please tick the most
appropriate option.

T1. Where do you live? Usual place of
residence

OuUK

OElsewhere in Europe
(specify)

OUSA

OCanada
OAustralia

OONew Zealand
OMainland China
OOHong Kong SAR

OOther (specify)

T2. On this trip, who is in your travel
party? (Mark all that apply)

OMyself

OMy spouse / partner

OMy child(ren)/grandchild(ren) under 18
OOMy friends / associates

OOther

T3. How many people including yourself
is in the travel party?

Fill in the no.

186

T4. How many times have you visited
Hong Kong previously?

None — first trip to Hong Kong

Fill in the no.

T5. How many nights is your stay in Hong
Kong this time?

None — day trip to Hong Kong

Fill in the no.

T6. What was your main reason for taking
this trip to Hong Kong?

ORecreation, tourism and relaxation.
OVisiting relatives and friends.
COBusiness reasons.

OAttending a conference, congress,
seminar

OEducation (both short and long courses).
OHealth.
OReligious reasons.

OOther (specity):

T7. Which best describes your travel
arrangements?

OMy trip to Hong Kong was organized by
a travel agency / tour operator

01 organized my travel independently



3.2 [For all respondents] Please tick the
most appropriate option.

D1. Gender
OMale
OFemale

OOther

D2. Highest level of education
OPrimary school

OSome high school

CIHigh school graduate

OSome college credit, no degree
OTrade/technical/vocational training
OBachelor’s degree

OPost Graduate degree

D3. What is your age?
0018-24 years old
[025-34 years old
035-44 years old
[045-54 years old
[055-64 years old
0065-74 years old
075 years or older

D4. What is your marital status?
OSingle, never married
OMarried or domestic partnership
OWidowed

ODivorced

OSeparated

D5. What is your current employment status?
OStudent

OSelf employed

OEmployed full-time

OEmployed part-time

OUnemployed

ORetired

This is the end of the questionnaire. Thank you very much for your time!
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Appendix 3 Questionnaire - the 2" version

Q THE HONG KONG T
qzb POLYTECHNIC UNIVERSITY School of Hm_Fg

Ve T A Hotel & Tourism Management

Demand for counterfeits and the decision-making process of local residents and
tourists in Hong Kong

You are invited to participate in a study conducted by Ms. Christine Zeng, a PhD candidate
of the School of Hotel and Tourism Management at The Hong Kong Polytechnic University.
This research is also Dr. Stephen Pratt’s project funded by the Research Grants Council of
Hong Kong Special Administrative Region (HKSAR).

The aim of this survey is to investigate the demand for counterfeits and the decision-making
process of local residents and tourists in Hong Kong; estimate the economic value of such
demand; assess the impact of counterfeit products on the perception of Hong Kong as a
shopping destination; and test the efficiency of different anti-counterfeiting strategies in
combating counterfeits consumption.

It will take about 15 minutes to fill in the questionnaire. All information you provide will
remain confidential. Your responses will be combined with those of many others and used
only for statistical analysis. You have every right to withdraw from the study anytime during
the survey process.

If you would like to get more information about this survey, please contact Ms. Christine
Zeng on Tel. no. 3400 2331; mailing address 17, Science Museum Road, East Tsim Sha
Tsui, Kowloon, Hong Kong and email address: christine.yh.zeng(@

If you have any complaints about the conduct of this research study, please contact Miss
Cherrie Mok, Secretary of the Human Subjects Ethics Sub-Committee of The Hong Kong
Polytechnic University in writing (c/o Research Office of the University) stating clearly the
responsible person and department of this study.

Thank you for your contribution to this research.

Ms. Christine Zeng, PhD Candidate
School of Hotel and Tourism Management
The Hong Kong Polytechnic University

Hung Hom Kowloon Hong Kong &3& J1BE #Lf#

Tel @7 (852) 2766 5111 Fax & (852) 2784 3374
Email &% polyu@polyu.edu.hk

Website #8it www.polyu.edu.hk
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Screening Questions:

S1. Gender

O Male

O Female

S2. What is your age?

[0 18-24 years old

[0 25-34 years old

[0 35-44 years old

[0 45-54 years old

0 55-64 years old

[0 65-74 years old

O 75 years or older

S3. Where do you live? Usual place of residence
0O UK

O Elsewhere in Europe (specify)
0O USA

O Canada

O Australia

O New Zealand

O Mainland China

O Hong Kong SAR

O Other (specify)
[CHECK QUOTA AND CONTINUE]

Counterfeit products: either 100% copy or imitate names, logos, images and designs of
genuine products that are protected by intellectual property.

[For Mainland Chinese and International Tourists, ask]
S4. Have you bought any counterfeit products during your stay in Hong Kong?

O Yes. (Please answer Q1-Q6)
O No. (Please answer Q7-Q8)
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[For Hong Kong Residents, ask]

S4. Have you purchased any counterfeit products in Hong Kong in the last 12 months?
O Yes. (Please answer Q1-Q6)

O No. (Please answer Q7-Q8)
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Shopping experience [for buyers of counterfeits S4=1]

1. Did you know the product is counterfeited / not genuine?

O Yes, | knew.
I 1 was not sure but I guessed it is not genuine through cues of price, location, packaging, etc.
[ No, I didn’t know.

2. Where did you buy the counterfeit products? [CHECK ALL THAT APPLY]

O Ladies Market, Mongkok O Temple Street, Jordan
[ Stanley Market, Hong Kong Island O Chung King Mansions
O Other place: (please specify)

3. Details of the counterfeit products that you bought.
Product Category Unit price (HKD) Quantity
[0 Wearing apparel / accessories

O Electronics
0 Handbags / wallets

O Footwear
0 Watches / jewelry
O Others: (please specify)
4. The counterfeit product:
Strongly Agree | Neutral | Disagree St.rongly
agree Disagree
a. Cost_s much less than the genuine 5 4 3 5 |
version
b. Is value for money 5 4 3 2 1
c. Isvalue for the status 5 4 3 2 1
d. Prov!des S|m_|lar functions to the 5 4 3 5 |
genuine version
e. Isof similar quality to the genuine 5 3 5 |
version
f. Is asreliable as the genuine version 5 4 3 2 1

5. How effective are the following marketing strategies of sellers of counterfeit products in
convincing you to buy the counterfeit product?

Very . . Very
effective Effective Neutral | Ineffective ineffective
~—Possibili -

a O_SSIbIIIty to negotiate s 4 3 9 {
prices

b. Good packaging 5 4 3 2 1

c. Attractive display 5 4 3 2 1

d. Many choices of 5 4 3 5 1
products

e. Excmpg and {idventurous 5 4 3 5 1
shopping environment

f. The sellier ] 5 4 3 5 1
persuasiveness

g. Word-of-mou.th / friends 5 4 3 5 I
recommendations

h. Other effective marketing strategies of sellers of counterfeit products
(specify)
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6. Please evaluate your shopping experience of counterfeit products:

Strongly Agree |Neutral | Disagree St.rongly
agree Disagree
a. lam s_atlsfled with the shopping s 4 3 ) |
experience.
b. 1'will shop at the same place again in the 5 4 3 ) 1
future.
c. My perception of Hong Kong as
. . L e 5 4 3 2 1
shopping paradise” has increased.
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Shopping experience [for non-buyers of counterfeits S4=2]

7. How effective are the following anti-counterfeit marketing strategies on preventing you
from buying counterfeit products? [Ask all]

Very
effective

Effective | Neutral

Ineffective

ineffective

Very

a. Anti-counterfeit advertisements
using celebrities or other
educational advertisements in 5
the media discourage me from
buying counterfeit products.

b. Education programs about the
negative impact of counterfeits
on the economy and society 5
discourage me from buying
counterfeit products.

c. Campaigns that show potential
risks in health or safety of
buying counterfeits discourage 5
me from buying counterfeit
products.

d. An explanation or justification
of why genuine products
deserve a high price 5
discourages me from buying
counterfeit products.

e. Websites that enable consumers
to sign online petitions to
boycott counterfeits discourage 5
me from buying counterfeit
products.

f.  Price discounts of genuine
products discourage me from 5
buying counterfeit products.

g. Other effective anti-counterfeit marketing strategies (specify)

8. Please evaluate your general shopping experience in Hong Kong. [for non-buyers]

Strongly Agree |Neutral | Disagree St.rongly
agree Disagree
a. | am satisfied with my shopping experience in 5 4 3 ) 1
general.
b. I will still not buy counterfeits in the future. 5 4 3 2 1
My perception of Hong Kong as “shopping
paradise” has decreased because there are 5 4 3 2 1
counterfeit products sold in Hong Kong.
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[ASKALL]
Making Decisions

9. Below are a list of statements. Please indicate whether you agree or disagree with these statements
on a scale of 1 to 5 where 5 = Strongly Agree and 1 = Strongly Disagree.

a. The overall harm (if any) done as a result of purchasing 51413121
counterfeits is very small.
b. Most people would agree that purchasing counterfeits is alright. 51413121

Purchasing counterfeits is not likely to actually cause any harm. 504131211
d. Purchasing counterfeits will not cause any harm in the immediate | 5 | 4 | 3 | 2 | 1
future.
e. Purchasing counterfeits is alright if no friends or families are 504131211
negatively affected.
f.  Purchasing counterfeits will harm very few people, if any. 51413121
g. The decision to purchase counterfeits is not important to me. 5141321
h.  The decision to purchase counterfeits will not affect my image 504131211
held by families or friends.
i. The decision to purchase counterfeits would not cause me any 504131211
risks.

j. When making the decision of whether to buy counterfeitproducts | 5 | 4 | 3 | 2 | 1
or not, | was in a good mood.
k. Emotions highly affected my decision of whether or not to buy 51413121
counterfeit products.

Q10.When thinking about the decision to purchase counterfeit products or not, which of the following
group of statements do you most closely identify?

I took the simple decision which required the least amount of time.
I wanted to make a decision which did not require me to think too much.
I made the choice which was the easiest.

ae

UA

. I took the complicated decision which require a lot of thinking.
I spent time thinking about possible consequences for myself and others.
D I considered all the facts about whether to buy counterfeit products.

If Q10 = a, ASK Q11, OTHERWISE SKIP TO Q12

Q11. When thinking about my decision whether or not to purchase counterfeit products, the
main ethical principle I followed is... [ONE ANSWER ONLY]

[ I mainly focused on personal gain and loss / image / status / principles.

O I mainly judged whether there is any punishment for the decision.

[ I mainly considered the expectation / acceptance of families or friends.

[ I mainly considered the fairness to those who might be affected by my decision.

[ I mainly considered my responsibility to the society.

[ I considered all ethical principles of all cultures and societies.
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IF Q10 = b, ASK Q12

Q12. Knowingly purchasing counterfeit products is

a. Fair 51413121
b. Morally right 51413121
c. Acceptable to my family and friends 504131211
d. Acceptable in my culture 50413121
e. Personally satisfying and pleasurable 51413121
f.  Based on sound judgement S1413 (121
g. Acceptable for me if there is no punishment 5141312 1
h. OK if it can be justified by positive consequences 51413121
i. Does not violate established social norms 51413121
j.  Does not compromise important principles by which I live 504131211
k. Ethical, in general 514131211

[ASK ALL]

Q13

a. | cannot resist impulses. 514 |13 ]2]1
b. I cannot resist distractions from others. 514 (131271
c. lrely on the guidance of others to make judgements. 514 (131211
d. [Ifind it difficult to exercise self-control. 514 (131211
e. When | travel in a group, my judgement will be different fromwhen | 5 | 4 | 3 |2 | 1

I am alone.
[If respondent did buy counterfeits (S4=1)]
Q14

The outcome of buying counterfeits matches my previous judgementthat | 5 | 4 | 3 | 2 | 1
buying counterfeits is acceptable.

[If respondent did not buy counterfeits (S4=2)]
Q15

The outcome of not buying counterfeits matches my previous judgement 51413211
that buying counterfeits is not acceptable.
[If bought counterfeits (S4=1)]

Q16.

a. Purchasing counterfeits is not a big deal. Everyone does it. 5041321

b. There’s no harm done in purchasing counterfeits. The designerbrands | 5 | 4 | 3 | 2 | 1
are still rich anyway.

C. It’s the designer brand’s fault, the designer brands should make it 514131211
more difficult to copy their designs.
d. TIt’s a joke designer brands should complain about me buying 51413121

counterfeit goods when these companies are making products in
sweat shops with child labor.

e. |wanted to buy the genuine products but the queues were too long. 514131211
I don’t think buying counterfeit products is unethical. S14 (13121

[ASKALL]

Q17. Please state how likely you are to do this at home and on vacation (5 = Very likely, 1 = Very unlikely)
Knowingly purchase a counterfeit | Very likely | Likely | Neutral | Unlikel Very
product y unlikely
a. Athome 5 4 3 2 1
b. On vacation 5 4 3 2 1
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[For tourists only]

The next section asks some questions for
classification purposes. Please tick the
most appropriate option.

T1. On this trip, who is in your travel
party? (Mark all that apply)

O Just myself

O My spouse / partner

OO My child(ren)/grandchild(ren) under 18
O My friends / associates

O Other

T2. How many people including yourself
is in the travel party?

Fill in the no.

T3. How many times have you visited
Hong Kong previously?

None — first trip to Hong Kong

Fill in the no.

T4. How many nights is your stay in Hong
Kong this time?

None — day trip to Hong Kong

Fill in the no.

196

TS. What was your main reason for taking
this trip to Hong Kong? [ONE ANSWER
ONLY]

[0 Recreation, tourism and relaxation
O Visiting relatives and friends
[ Business reasons

O Attending a conference, exhibition, or
seminar

O Education (both short and long courses)
O Health
O Religious reasons

O Other (specify):

T6. Which best describes your travel
arrangements?

O My trip to Hong Kong was organized by
a travel agency / tour operator

O 1 organized my travel independently



[ASK ALL]

D1. Highest level of education

O Primary school

O Some high school

[0 High school graduate

O Some college credit, no degree

[0 Trade/technical/vocational training
[0 Bachelor’s degree

O Post Graduate degree

D2. What is your marital status?

O Single, never married

0 Married or domestic partnership
OO0 Widowed

O Divorced

[0 Separated

D3. What is your current employment status?
O Student

O Self employed

O Employed full-time

O Employed part-time

O Unemployed

O Retire

This is the end of the questionnaire. Thank you very much for your time!
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Appendix 4 Questionnaire - the final version

Questionnaire (the final version)

Q THE HONG KONG )
Qz POLYTECHNIC UNIVERSITY School of H @

e TR Hotel & Tourism Management

[ONLINE: Autocode “Hong Kong residents”]
[OFFLINE: please show below for interviewer to record]
TYPE: Please select interview type

e Hong Kong residents

e Mainland Chinese

e International Tourists
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Demand for counterfeits and the decision-making process of local residents and
tourists in Hong Kong

You are invited to participate in a study conducted by Ms. Christine Zeng, a PhD candidate
of the School of Hotel and Tourism Management at The Hong Kong Polytechnic University.
This research is also Dr. Stephen Pratt’s project funded by the Research Grants Council of
Hong Kong Special Administrative Region (HKSAR).

The aim of this survey is to investigate the demand for counterfeits and the decision-making
process of local residents and tourists in Hong Kong; estimate the economic value of such
demand; assess the impact of counterfeit products on the perception of Hong Kong as a
shopping destination; and test the efficiency of different anti-counterfeiting strategies in
combating counterfeits consumption.

It will take about 15 minutes to fill in the questionnaire. All information you provide will
remain confidential. Your responses will be combined with those of many others and used
only for statistical analysis. You have every right to withdraw from the study anytime during
the survey process.

If you would like to get more information about this survey, please contact Ms. Christine
Zeng on Tel. no. 3400 2331; mailing address 17, Science Museum Road, East Tsim Sha
Tsui, Kowloon, Hong Kong and email address: christine.yh.zeng@

If you have any complaints about the conduct of this research study, please contact Miss
Cherrie Mok, Secretary of the Human Subjects Ethics Sub-Committee of The Hong Kong
Polytechnic University in writing (c/o Research Office of the University) stating clearly the
responsible person and department of this study.

Thank you for your contribution to this research.

Ms. Christine Zeng, PhD Candidate
School of Hotel and Tourism Management
The Hong Kong Polytechnic University

Hung Hom Kowloon Hong Kong &3& Ju8E 4L

Tel 5% (852) 2766 5111 Fax @& (852) 2784 3374
Email &% polyu@polyu.edu.hk

Website #8it www.polyu.edu.hk
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Screening Questions:

S1. Gender

O Male

O Female

S2. What is your age?

[0 Below 18 years old

0O 18-24 years old

[0 25-34 years old

[0 35-44 years old

O 45-54 years old

[0 55-64 years old

O 65-74 years old

O 75 years or older

S3. Where do you live? Usual place of residence
0O UK

[0 Elsewhere in Europe (specify)
O USA

O Canada

O Australia

O New Zealand

O Mainland China
0 Hong Kong SAR
O Japan

0O South Korea

O Taiwan

O Malaysia

O Singapore

O India

O Indonesia

O Other (specify)
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[CHECK QUOTA AND CONTINUE]

Counterfeit products: Counterfeit products means a copy or imitation of some products that
is intended to be taken as authentic and genuine. Compared with genuine, there are some
differences in terms of techniques and quality, but the appearance and material are very
much similar.

[For Mainland Chinese and International Tourists, ask]
S4. Have you bought any counterfeit products during your stay in Hong Kong?

O Yes. (Please answer Q1-Q6)
O No.

S4.1. If “No’ in S4, which of the following applies?

O 1 buy counterfeit products in Mainland China. (Please answer S4.1.1)

O 1 buy counterfeit products in my home country (for non-Chinese tourists) / other countries.
(Please answer S4.1.1)

O I will never buy counterfeit products. (Please answer Q7-Q8)

S4.1.1. Please state the reason why you purchase counterfeit products elsewhere but not in
Hong Kong: [check that all that apply]

O Higher quality

O Cheaper price

O Higher value for money

O More choices

0 More channels to buy (e.g. online)

O Others (please specify: )

(Skip to Q7-Q8)

[For Hong Kong Residents, ask]

S4. Have you purchased any counterfeit products in Hong Kong in the last 12 months?
O Yes. (Please answer Q1-Q6)

O No. (Please answer Q7-Q8)
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Shopping experience [for buyers of counterfeits S4=1]

1. Did you know the product is counterfeited / not genuine?
O Yes, | knew.
I 1 was not sure but | guessed it is not genuine through cues of price, location, packaging, etc.
[ No, I didn’t know.

2. Where did you buy the counterfeit products? [CHECK ALL THAT APPLY]

O Ladies Market, Mongkok O Temple Street, Jordan
[ Stanley Market, Hong Kong Island O Chung King Mansions
O Other place: (please specify)

3. Details of the counterfeit products that you bought.

Product Category Unit price (HKD) Quantity

[0 Wearing apparel / accessories

[ Electronics

0 Handbags / wallets

O Footwear

[0 Watches / jewelry

O Others: (please specify)

4. The counterfeit product:

ROTATE Strongly Agree |Neutral | Disagree St.rongly
agree Disagree

a. Costs much less than the genuine version 5 4 3 ) 1

b. Is value for money 5 4 3 2 1

c. Isvalue for the status 5 4 3 2 1

d. Prov_ldes similar functions to the genuine 5 4 3 ) |

version
e. Is of similar quality to the genuine version 5 4 3 2 1
f. Is as reliable as the genuine version 5 4 3 2 1

5. How effective are the following marketing strategies of sellers of counterfeit products in
convincing you to buy the counterfeit product?

ROTATE
Very Effective | Neutral | Ineffective | . Very.
effective ineffective
a. Possibility to negotiate prices 5 4 3 2 1
b. Good packaging 5 4 3 2 1
c. Attractive display 5 4 3 2 1
d. Many choices of products 5 4 3 2 1
e. Excmpg and {idventurous 5 4 3 5 )
shopping environment
f.  The seller’s persuasiveness 5 4 3 2 1
. Word-of- i '
g ord-of mou_th / friends s 4 3 5 I
recommendations
h. Other effective marketing strategies of sellers of counterfeit products
(specify)
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Please evaluate your shopping experience of counterfeit products:

Strongly Agree |Neutral| Disagree St.rongly
agree Disagree
| am satisfied with the shopping experience. 5 4 3 2 1
I will shop at the same place again in the
P P g 5 4 3 2 1
future.
My perception of Hong Kong as “shopping 5 4 3 ) 1
paradise” has increased.
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Shopping experience

[ASK ALL]
7. How effective are the following anti-counterfeit marketing strategies on preventing you
from buying counterfeit products?

ROTATE
Ve ) Effective | Neutral | Ineffective | . Ver .
effective ineffective

a. Anti-counterfeit advertisements
using celebrities or other
educational advertisements in 5 4 3 2 1
the media discourage me from
buying counterfeit products.

b. Education programs about the
negative impact of counterfeits
on the economy and society 5 4 3 2 1
discourage me from buying
counterfeit products.

c. Campaigns that show potential
risks in health or safety of
buying counterfeits discourage 5 4 3 2 1
me from buying counterfeit
products.

d. An explanation or justification
of why genuine products
deserve a high price 5 4 3 2 1
discourages me from buying
counterfeit products.

e. Websites that enable consumers
to sign online petitions to

boycott counterfeits discourage 5 4 3 2 1
me from buying counterfeit
products.
f. Price discounts of genuine
products discourage me from 5 4 3 2 1

buying counterfeit products.
g. Other effective anti-counterfeit marketing strategies (specify)

[for non-buyers of counterfeits S4=2]

8. Please evaluate your general shopping experience in Hong Kong.

Strongly Agree |Neutral | Disagree St.rongly
agree Disagree
a. | am satisfied with my shopping experience in 5 4 3 5 |
general.
b. 1 will still not buy counterfeits in the future. 5 4 3 2 1
C. My perception of Hong Kong as “shopping
paradise” has decreased because there are 5 4 3 2 1
counterfeit products sold in Hong Kong.
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[ASKALL]
Making Decisions

9. Below are a list of statements. Please indicate whether you agree or disagree with these statements
on a scale of 1 to 5 where 5 = Strongly Agree and 1 = Strongly Disagree.

ROTATE

a. The overall harm (if any) done as a result of purchasing 5 4 3 2 |1
counterfeits is very small.

b. Most people would agree that purchasing counterfeits is 5 4 3 2 |1
alright.

c. Purchasing counterfeits is not likely to actually cause any 5 4 3 2 11
harm.

d. Purchasing counterfeits will not cause any harm in the 5 4 3 2 |1

immediate future.
e. Purchasing counterfeits is alright if no friends or familiesare | 5 4 3 2 |1
negatively affected.

f.  Purchasing counterfeits will harm very few people, if any. 5 4 3 2 |1

g. The decision to purchase counterfeits is not importantto me. | 5 4 312 (1

h. The decision to purchase counterfeits will not affect my 5 4 3 2 |1
image held by families or friends.

i. The decision to purchase counterfeits would not cause me 5 4 3 2 |1
any risks.

j. When making the decision of whether to buy counterfeit 5 4 3 2 |1
products or not, | was in a good mood.

k. Emotions highly affected my decision of whether or not to 5 4 3 2 |1

buy counterfeit products.

Q10.When thinking about the decision to purchase counterfeit products or not, which of the following
group of statements do you most closely identify?

I took the simple decision which required the least amount of time.
I wanted to make a decision which did not require me to think too much.
I made the choice which was the easiest.

O®

UA

. I took the complicated decision which require a lot of thinking.
I spent time thinking about possible consequences for myself and others.
D I considered all the facts about whether to buy counterfeit products.

If Q10 = a, ASK Q11, OTHERWISE SKIP TO Q12

Q11. When thinking about my decision whether or not to purchase counterfeit products, the
main ethical principle I followed is... [ONE ANSWER ONLY]
ROTATE

[ I mainly focused on personal gain and loss / image / status / principles.

[ I mainly judged whether there is any punishment for the decision.

[ I mainly considered the expectation / acceptance of families or friends.

[ I mainly considered the fairness to those who might be affected by my decision.

[ I mainly considered my responsibility to the society.

[ I considered all ethical principles of all cultures and societies.
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IF Q10 =b, ASK Q12

Q12. Knowingly purchasing counterfeit products is
ROTATE
a. Fair 514131211
b. Morally right 51413121
c. Acceptable to my family and friends 504131211
d. Acceptable in my culture 501413121
e. Personally satisfying and pleasurable 5041321
f.  Based on sound judgement 5041321
g. Acceptable for me if there is no punishment 51413121
h. OK if it can be justified by positive consequences 5041321
i. Does not violate established social norms 5041321
j.  Does not compromise important principles by which I live 504131211
k. Ethical, in general 51413121
[ASK ALL]
Q13
ROTATE
a. | cannot resist impulses. 514131211
b. I cannot resist distractions from others. 514131211
c. lrely on the guidance of others to make judgements. 51413121
d. [Ifind it difficult to exercise self-control. 51413121
e. When | travel in a group, my judgement will be different fromwhen!l | 5 | 4 | 3 | 2 | 1
am alone.
[If respondent did buy counterfeits (S4=1)]
Q14
The outcome of buying counterfeits matches my previous judgementthat | 5 | 4 | 3 | 2 | 1
buying counterfeits is acceptable.
[If respondent did not buy counterfeits (S4=2)]
Q15
The outcome of not buying counterfeits matches my previous judgement 51413121
that buying counterfeits is not acceptable.

[If bought counterfeits (S4=1)]

Q1e.
ROTATE
a. Purchasing counterfeits is not a big deal. Everyone does it. 504131211
b. There’s no harm done in purchasing counterfeits. The designer 514 (13]2]1
brands are still rich anyway.
c. It’s the designer brand’s fault, the designer brands should make it 51413121
more difficult to copy their designs.
d. It’s ajoke designer brands should complain about me buying 51413121
counterfeit goods when these companies are making products in sweat
shops with child labor.
e. | wanted to buy the genuine products but the queues were too long. 5141321
f. I don’t think buying counterfeit products is unethical. 51413121
[ASK ALL]

Q17. Please state how likely you are to do this at home and on vacation (5 = Very likely, 1 = Very unlikely)

Knowingly purchase a counterfeit | Very likely | Likely | Neutral | Unlikely Very
product unlikely
a. Athome 5 4 3 2 1
b. On vacation 5 4 3 2 1
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[For tourists only]

The next section asks some questions for
classification purposes. Please tick the
most appropriate option.

T1. On this trip, who is in your travel
party? (Mark all that apply)

O Just myself [EXCLUSIVE]

O My spouse / partner

OO My child(ren)/grandchild(ren) under 18
O My friends / associates

O Other

T2. How many people including yourself
is in the travel party?

Fill in the no.

T3. How many times have you visited
Hong Kong previously?

None — first trip to Hong Kong

Fill in the no.

T4. How many nights is your stay in Hong
Kong this time?

None — day trip to Hong Kong

Fill in the no.
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TS. What was your main reason for taking
this trip to Hong Kong? [ONE ANSWER
ONLY]

O Recreation, tourism and relaxation
O Visiting relatives and friends
[ Business reasons

O Attending a conference, exhibition, or
seminar

O Education (both short and long courses)
O Health
O Religious reasons

O Other (specify):

T6. Which best describes your travel
arrangements?

O My trip to Hong Kong was organized by
a travel agency / tour operator

O 1 organized my travel independently



[ASK ALL]

D1. Highest level of education

O Primary school

O Some high school

[0 High school graduate

O Some college credit, no degree

[0 Trade/technical/vocational training
[0 Bachelor’s degree

O Post Graduate degree

D2. What is your marital status?

O Single, never married

O Married or domestic partnership
O Widowed

O Divorced

O Separated

D3. What is your current employment status?
O Student

O Self employed

O Employed full-time

O Employed part-time

O Unemployed

ORetire

D4. What is your religion? [ONE ANSWER
ONLY]

O No religion

O Christianity

O Catholicism

O Islam

O Hinduism

O Buddhism

O Taoism

O Folk religion
O Other (specify):

O Refuse to answer

This is the end of the questionnaire. Thank you very much for your time!




Appendix 5 Questionnaire - simplified Chinese version
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Hung Hom Kowloon Hong Kong &% J18E 4L
Tel 5% (852) 2766 5111 Fax @& (852) 2784 3374

Email E# polyu@polyu.edu.hk
Website #8it www.polyu.edu.hk
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Appendix 6 Questionnaire - traditional Chinese version
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