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Abstract

Although trust has been studied from a variety of disciplines, consumer trust in electronic commerce (e-commerce) has not been adequately addressed. Based on trust and psychological theories, we develop a conceptual model of consumer trust, from which a series of research propositions are presented. The model suggests that the characteristics of both e-commerce vendors and consumers are the antecedents of consumer trust. It further examines the consequences of consumer trust in e-commerce vendors by applying the theories of reasoned action and planned behavior. Finally, the model will also serve as the basis for future empirical studies. 

1.
Introduction

Trust plays an important role in many social and economic interactions involving uncertainty and dependency (Deutch, 1958; Kini & Choobineh, 1998; Rousseau, Sitkin, Burt, & Camerer, 1998). It is one of the determining factors in achieving efficient and effective interchange within complex systems (Gefen, 2000) – especially those concerning important decisions (Luhmann, 1979) and new technology (Fukuyama, 1995). Since great uncertainties exist in transactions over the Internet (Ratnasingham & Kumar, 2000), many researchers have stated that trust is a critical factor influencing the successful proliferation of e-commerce (Gefen, 2000; McKnight, Choudhury, & Kacmar, 2000). The concept of trust is crucial because it affects a number of factors essential to online transactions, including security and privacy (Cheskin Research & Studio Archetype/Sapient, 1999). Moreover, although e-commerce brings plenty of benefits to both vendors and customers, it also has some limitations, such as the physical separation between the buyers and the sellers, and the separation between the buyers and the merchandise. In order to break down the barriers, the vendors must develop a trustworthy relationship to foster customer loyalty. Therefore, the success of the Internet economy depends largely on consumers’ trust in their transactions.

Since consumer trust is indeed an important aspect of e-commerce, understanding its antecedents and consequences is a prime concern. In the organizational trust literature, Mayer, Davis, and Schoorman (1995) propose that three characteristics of a trustee – ability, benevolence and integrity, are the antecedents of trust. In the traditional marketing channels literature, many researchers have included benevolence and honesty in their operationalization of trust (Geyskens, Steenkamp, & Kumar, 1998). In the context of e-commerce, Jarvenpaa, Tractinsky, and Vitale (2000) conduct an empirical study on consumer trust in Internet stores. They argue that customers’ perceptions of an Internet store’s reputation and size affect their trust in the store. Meanwhile, drawing on the theories of reasoned action and planned behavior, a number of researchers also investigate the consequences that trust has on consumers’ attitudes, intentions, and behaviors (Jarvenpaa & Tractinsky, 1999; Jarvenpaa et al., 2000; McKnight, & Chervany, 1996; McKnight et al., 2000; McKnight, Cummings, & Chervany, 1998). 

In this article, we first review literature on trust. We then propose a theoretical model for studying consumer trust in e-commerce, from which we derive a series of research propositions. We focus on the antecedents and consequences of consumer trust in e-commerce vendors. Finally, we conclude the paper with a discussion of future directions for research and implications for practice.

2.
Concepts of Trust

A core principle of trust, as it has been described by a number of researchers, is the positive anticipated behavior of another party. For example, Lewis and Weigert describe trust as “the undertaking of a risky course of action on the confident expectation that all persons involved in the action will act competently and dutifully” (1985: 971). In the same vein, McAllister defines trust as “the extent to which a person is confident in, and willing to act on the basis of, the words, actions, and decisions of another” (1995: 25). Some researchers also stress the vulnerability and dependability aspects of trust (Deutsch, 1958; Kini & Choobineh, 1998; Mayer et al., 1995). For instance, Mayer et al. (1995) characterize trust as a willingness to be vulnerable to the actions of another party and state that trust and risk are closely related. 

Since trust is considered very vital, it has been studied across disciplines and reflected in many facets and levels (McKnight & Chervany, 1996; Rousseau et al., 1998). Several recent articles have integrated past literature to identify conditions of interpersonal trust (e.g., Mayer et al., 1995; McAllister, 1995). McKnight and Chervany (1996) state that personal or interpersonal trust means one person trusts another person, persons, or thing(s) in the situation. McAllister (1995) empirically identifies affect- and cognition-based interpersonal trust as separate constructs. 

The research on trust at the organizational-level is predominantly conceptual (Strong & Weber, 1998). Zaheer, McEvily, and Perrone describe organizational trust as “the extent to which organizational members have a collectively held trust orientation toward the partner firm” (1998: 143). Mayer et al. define trust as “the willingness of a party to be vulnerable to the actions of another party based on the expectation that the other will perform a particular action important to the trustor, irrespective of the ability to monitor or control that other party” (1995: 712). 

To be consistent with the domain of this proposed research – namely, individual consumer’s trust in the transactions with e-commerce vendors, we require a theory of trust that is interpersonal and relevant in the context of organizations. We examine trust in the milieu of individual behaviors in e-commerce. 

3.
Conceptual Model and Research Propositions

Figure 1 presents the conceptual framework of this study. This model describes the formation of consumer trust in e-commerce and its consequences. The core of the model is the consumer trust: a consumer’s willingness to rely on the e-commerce vendor and take action in circumstances where such action makes the consumer vulnerable to the vendor (Jarvenpaa & Tractinsky, 1999). The characteristics of both e-commerce vendors and consumers are the antecedents of consumer trust. The consumers’ trusting beliefs influence their attitudes to the merchants and their risk perception. Consumers’ attitudes to the vendor and their risk perception, in turn, affect their willingness to buy. 


This model is consistent with the theories of reasoned action and planned behavior. Ajzen and Fishbein (1980) propose the theory of reasoned action (TRA) to analyze the psychological processes that reflect observed relationships among beliefs, attitudes, intentions, and behaviors. The theory asserts that intention to perform behavior is determined by the individual’s attitude toward the behavior, and a person’s attitude is affected by his/her beliefs. TRA works most successfully when applied to behaviors that are under a person’s volitional control. In order to predict behaviors in which individuals have incomplete volitional control, Ajzen (1985, 1991) proposed the theory of planned behavior (TPB), in which another construct – perceived behavior control (PBC) is added. PBC is thought to influence behavioral intention. In e-commerce, where consumers cannot have complete control over the trustees (Jarvenpaa et al., 2000), consumers’ perceived risk may reduce their perception of behavioral control, thereby leads to decreased purchasing intention (Jarvenpaa & Tractinsky, 1999; Jarvenpaa et al., 2000). Our study extends previous research (e.g., Jarvenpaa & Tractinsky, 1999; Jarvenpaa et al., 2000; Mayer et al., 1995; McKnight & Chervany, 1996; McKnight et al., 2000; McKnight et al., 1998) by examining the antecedents of consumer trust in the context of e-commerce based on a dyad of trustors – the consumers, and trustees – the e-commerce vendors. 

4.
Characteristics of E-Commerce Vendors

Reputation and size. In the organizational trust literature, Mayer et al. (1995) argue that three factors – ability, benevolence, and integrity, appear most frequently in the literature and explain a major portion of perceptions of trustworthiness. Research in traditional industrial buyer-seller relationships reveals that buyer’s perceptions of seller’s reputation and size are the factors of trustworthiness (Doney & Cannon, 1997). Reputation and size provide assurances of the vendor’s ability, benevolence, and integrity (Jarvenpaa & Tractinsky, 1999). Jarvenpaa et al. (2000) apply these two factors to Internet stores and assert that customers’ perceptions of an Internet store’s reputation and size affect their trust in the store.

Reputation is defined as the extent to which buyers believe a seller is professionally competent (Barber, 1983) or honest and benevolent (Doney & Cannon, 1997). Many researchers have recognized that a firm’s reputation is a valuable intangible asset (Sundali, Israeli, & Janicki, 2000) that requires a long-term investment of resources, efforts, and attention to customer relationships (Jarvenpaa et al., 2000). Reputation is vulnerable because it is harder to form a reputation than to lose it. Consequently, a vendor with good reputation is perceived to be reluctant to jeopardize their reputation by acting opportunistically (Chiles & McMackin, 1996). In the traditional marketing literature, reputation has been shown to be positively related to the buyer’s trust in the seller (Anderson & Weitz, 1989; Doney & Cannon, 1997; Ganesan, 1994). In the milieu of Internet transactions, perceived reputation of a vendor has also been revealed to be significantly related to consumers’ trust in the vendor (Cheskin Research & Studio Archetype/Sapient, 1999; Jarvenpaa & Tractinsky, 1999; Jarvenpaa et al, 2000; McKnight et al., 2000). 

Proposition 1: The perceived reputation of an e-commerce vendor is positively related to the level of consumers’ trust in the vendor.

Company size has long been considered a key factor in determining how customers interact with sellers (Lilien and Wong, 1984). Doney and Cannon (1997) define a seller’s size as its overall size and market share position. Since a large market-share firm must serve a more diverse and heterogeneous set of customers (Griffin & Hauser, 1993), a large overall size and market share suggests that the firm consistently delivers on its promises to its consumers and many consumers tend to trust it. Otherwise, it would not have been able to maintain its position in the industry (Doney & Cannon, 1997). Furthermore, large organizational size also indicates that the firm is likely to possess expertise and necessary support systems (e.g., customer and technical services) that encourage trust and loyalty (Chow & Holden, 1997). Finally, in e-commerce environment, large size suggests that the vendor is able to assume the risk of product failure or transit losses and to compensate buyers accordingly (Jarvenpaa et al., 2000). It follows that:

Proposition 2: The perceived size of an e-commerce vendor is positively related to the level of consumers’ trust in the vendor.

Integration of interaction channels. With the development of e-commerce, companies increasingly recognize the importance of having both physical presence and Internet store. The level of the integration degree of these two interaction channels has drawn researchers’ attention and efforts. For example, Gulati and Garino (2000) show the spectrum of strategies to determine the best level of integrating physical and virtual operations and discuss the advantages and trade-offs involved in each choice from the vendors’ perspective. To consumers, the higher integration level of the physical presence and Internet store will bring them more convenience and increase their confidence in the vendor. For instance, if these two interaction channels are fully integrated, consumers can return the products they have bought online to any of the website’s corresponding physical stores and get the refund. Meanwhile, consumers can also request after-sales services online for any product they have bought from the vendor’s physical stores or join online community’s discussion whenever they have any problem regarding the products they have bought off-line. This reveals that the vendor must have strong self-confidence in its products and the quality of its products should be good enough to cater to picky customers’ needs. Therefore, the fully integrated physical and Internet stores will increase the consumers’ trust in the vendor. Conversely, if these two channels are not integrated, consumers can only interacted with the vendor through one channel. Hence, the level of consumers’ trust in the vendor tends to decrease because of less convenience and communication. 

Proposition 3: High level of integration between physical and online interaction channels of an e-commerce vendor will increase the level of consumers’ trust in the vendor.

System trust. System trust is related to the actual system or infrastructure under which the trusted action is taking place. Therefore, it is also called institution-based trust or institutional trust (McKnight et al., 2000; McKnight et al., 1998; Zucker, 1986). System trust reflects the security one feels about a situation because of guarantees, or other structures (Zucker, 1986). 

In the context of e-commerce, we adopt the definition of trust in system proposed by Kini and Choobineh (1998) and define system trust as consumers’ belief in the competence, dependability, and security of a vendor’s online transaction system, which enables consumers to conduct transactions through the Internet securely and successfully. The characteristics of the system that the consumers interact with are critical in developing and maintaining consumers’ trust (Kini & Choobineh, 1998). In a similar vein, McKnight et al. (2000) claim that consumers’ system trust is likely to increase their trust in the e-commerce vendor. 

Proposition 4: Consumers’ system trust will increase their trust in the e-commerce vendor.

5.
Characteristics of Consumers

Propensity to trust. In terms of trustor attributes, propensity to trust is the general willingness to trust other people (Mayer et al., 1995), and a measure of an individual’s tendency to trust or distrust.  It is influenced by cultural background, personality type, and previous experience (Holland & Lockett, 1998; Mayer et al., 1995). McKnight and Chervany (1996) stress the cross-cultural and cross-personal characteristic of propensity to trust by defining it as the extent that a person has a consistent tendency to trust across a broad spectrum of situations and persons. A person may have dispositional trust because they either believe in the general good nature of people, or they believe that they will achieve better outcomes by tending to trust people (McKnight & Chervany, 1996). An individual with high trusting stance believes that trusting others facilitates success, regardless of his or her beliefs about specific people. McKnight et al. (1998) also argue that a person who has strong propensity to trust others is more likely to see good points and to overlook flaws in another person or situation, thereby would generally have stronger beliefs in the security afforded by others. Previous research has shown that an individual’s propensity to trust has a major influence on his/her trust (e.g., Gefen, 2000). 

Proposition 5: Propensity to trust is positively related to the level of consumers’ trust in the e-commerce vendor.

Internet experience. Experience over time is vitally important in making transactions smoother, simpler, and more likely to become habitual (Cheskin Research & Studio Archetype/Sapient, 1999). Boyle and Bonacich have described the dynamic interactions between experience and trust by arguing that “a Cooperative move by Opponent will increase Player’s trust in him, while a Noncooperative move will decrease Player’s trust” (1970: 130). Trust develops over time as one accumulates trust-relevant knowledge through his/her experience (Lewicki & Bunker, 1995). In the Internet economy, Web experience plays an important role in building consumers’ trust in Web vendors. 
Proposition 6: Internet experience will increase consumers’ trust in e-commerce vendors. 

Consequences of Consumer Trust

Consumer trust and risk perception. Many researchers have claimed that trust and risk are closely related (Jarvenpaa & Tractinsky, 1999; Jarvenpaa et al., 2000; Mayer et al., 1995; Ratnasingham & Kumar, 2000). For instance, Arrow (1974) argues that risk and trust are involved in every transaction where the simultaneous exchange is unavailable. Bettman (1979) states that consumer adoption of new retail innovations is influenced by perceived risk. Other researchers maintain that trust is only relevant or important to customers if some risk exists that the failure of the vendor to be trustworthy will have negative consequences for the customer (Doney & Cannon, 1997). Lane and Bachmann (1996) purport that the fundamental function of trust is to reduce risk. That is, trust has the ability to moderate risk in the buying process (Chow & Holden, 1997). Ganesan (1994) also claims that trust reduces the consumer’s perception of risk associated with opportunistic behavior by the seller.

When it comes to electronic market, the role of trust becomes even more important for two main reasons. First, consumers feel that they lack control over the privacy of their personal information and security of the online transactions (Hoffman, Novak, & Peralta, 1999). Previous research reveals that a substantial perceived risk perceived by consumers is related specially to that of sharing credit or debit card information over the Internet (Cheskin Research, & Studio Archetype/Sapient, 1999; Salam, Rao, & Pegels, 1998). Second, the asymmetric information gap makes consumers be more cautious to purchase online. Unlike the physical market, consumers are dealing with remote vendors they have never met and products that cannot be touched and felt. Therefore, consumers tend to be reluctant to conduct businesses based only on the information provided by e-commerce vendors because such information may not be reliable. All these raise uncertainties and the buyers’ vulnerability. However, the development of consumer trust will lead to a decreased level of consumer-perceived risk in online transactions. Jarvenpaa and Tractinsky (1999) empirically verify that trust in an Internet store mitigates the consumers’ perception of the risks involved in a purchase situation.

Proposition 7: Higher consumer trust toward an e-commerce vendor will reduce the perceived risks involved in purchasing from the vendor. 

Consumer trust, attitude, and willingness to buy. TRA (Ajzen & Fishbein, 1980) asserts that intention to perform behavior is determined by the individual’s attitude toward the behavior, and behavioral attitude is affected by beliefs. Attitude is an individual’s positive or negative feeling associated with performing a specific behavior (Ajzen & Fishbein, 1980). Intention is the likelihood of performing the behavior in question. TRA has been widely accepted and applied to a broad range of disciplines and contexts (Eagly & Chaiken, 1993). For example, in the traditional marketing literature, many researchers have used TRA as the theoretical foundation of studies in buy-seller relationship (Chow & Holden, 1997). Existing empirical research also reveals that trust is significantly related to attitude, and attitude positively signifies people’s purchase intention (Chow & Holden, 1997; Macintosh & Lockshin, 1997). TRA is also applied as the theoretical base in recent studies on trust formation (McKnight & Chervany, 1996; McKnight et al., 1998), especially in the context of e-commerce (Jarvenpaa & Tractinsky, 1999; Jarvenpaa et al., 2000; McKnight et al, 2000). 

Since trust can be seen as a belief, confidence, sentiment, or expectation about an exchange partner’s intention and/or likely behavior (Anderson & Weitz, 1989), it is posited to be directly related to the attitudes toward purchasing from a vendor and indirectly related to consumers’ willingness to buy through purchasing attitudes (Jarvenpaa et al., 2000; Macintosh & Lockshin, 1997).

Proposition 8: Higher consumer trust toward an e-commerce vendor will generate more favorable attitudes toward purchasing from the vendor.

Proposition 9: Favorable attitudes toward an e-commerce vendor will increase consumers’ willingness to purchase from the vendor. 

Risk perception, attitude, and willingness to buy. Similar to trust, perceived risk could also be regarded as a belief about situations. For example, Mayer et al. define risk perception as “the trustor’s belief about likelihoods of gains and losses outside of considerations that involve the relationships with the particular trustee” (1995: 726). Therefore, in accordance with TRA (Ajzen & Fishbein, 1980), consumer’s perceived risk might have a negative relationship with their attitudes toward the purchasing behavior. McKnight et al. (1998) also state that trusting intention is likely to be fragile if the perceived risk is high. In addition, according to TPB (Ajzen, 1985, 1991), perception of controlled behavior increases people’s intention to perform the behavior. The perceived risk tends to reduce consumers’ perception of control, thereby may negatively influence their willingness to buy (Jarvenpaa & Tractinsky, 1999; Jarvenpaa et al., 2000). Therefore, risk perception has negative influences on consumers’ attitudes toward purchasing from the vendor and their willingness to buy.

Proposition 10: The lower the consumers’ perceived risk associated with purchasing from an e-commerce vendor, the more favorable the consumers’ attitudes toward buying from the vendor.

 Proposition 11: Increased perceived risk associated with purchasing from an e-commerce vendor will decrease consumers’ willingness to buy from the vendor. 

6.
Discussion and Conclusion

Contributions and Future Directions

Although trust has received a great deal of attention across disciplines and contexts, very little research has been done on consumer trust in e-commerce (Jarvenpaa et al., 2000). Our research fills in the gap by proposing a conceptual model regarding the formation of trust in e-commerce. It makes a substantial contribution to understand the factors that influence consumer trust in e-commerce vendors. Our study mainly contributes to trust literature in two aspects. First, this study extends existing research in trust by exploring the trust-building process in a new context. Based on the dyadic attributes of trust proposed by Mayer et al. (1995), we claim that consumers’ perceived reputation and size of the Internet vendor, integrated level of interaction channels, and system trust are the characteristics of the trustees – e-commerce vendors, whereas propensity to trust and Internet experience act as the characteristics of the trustors – consumers. We suggest that the integrated level of physical and Internet stores is a unique factor in the milieu of e-commerce that affects consumers’ trust in vendors. In addition, taking the special environment of e-commerce into consideration, we define system trust as consumers’ belief in the competence, dependability, and security of a vendor’s online transaction system and suggest that consumers’ trust in the transactions systems influence their trust in Web vendors. As a component of the characteristics of consumers, Internet experience is presented to be an antecedent of consumer trust. In sum, we emphasize the roles of integrated level of interaction channels, system trust, and Internet experience in promoting consumer trust in Web vendors. 

A second contribution our study makes to trust research is the in-depth examinations of the outcomes of consumer trust in the context of e-commerce. We extend previous research that applies TRA (Ajzen & Fishbein, 1980) by suggesting that risk perception can also be regarded as a belief that may affect consumers’ behavioral attitude. Furthermore, applying TPB (Ajzen, 1985, 1991) into this study, we suggest that risk perception is associated with PBC, thereby influence consumers’ purchasing intention. 

Several limitations of this study should be recognized. First, our model is restricted to examine the unidirectional effects from the consumers to Web vendors. The development of mutual trust is beyond the scope of this study. Second, this model focuses on trust formation in e-commerce milieu only, the relationship between the variables and the propositions presented in this study may not hold in other contexts. Third, though our conceptual framework suggests several important antecedents and consequences of trust, other variables could have been omitted. For example, the importance of the outcome may play an important role in affecting consumers’ purchasing decision (Holland & Lockett, 1998; Jarvenpaa et al., 2000). 

Additional research could involve examining a broader spectrum of antecedents and outcomes of trust. Meanwhile, empirical studies can be conducted to test the validity of the conceptual model proposed in this study. Moreover, the cultural effects on trust-building process based on this model might be examined because trust is culture- and experience-dependent (Luhmann, 1979). In addition, further research using a longitudinal design may give us a better understanding of the dynamics of the development of trust in e-commerce applications. 

Conclusion

Our framework provides insight into how consumers’ trust in e-commerce vendors can be established. This model, along with our explanations of a number of research propositions, has important implications for building and maintaining trusting relationship in e-commerce applications. For Internet vendors who want to leverage the benefits of online transactions, the study provides a number of strategies that they might deploy because trust is more important when it comes to actually purchasing products than when it comes to using e-commerce as a means of obtaining information (Gefen, 2000). For example, our model suggests that consumers’ perceived reputation and size, integrated level of interaction channels, and system trust could be significant determinants of consumer trust in e-commerce vendors. Therefore, Web vendors should take efforts to impress prospective customers with these four aspects of their operation. They may increase their perceived reputation and size through advertising and publicity. In addition, online vendors also need to stress the integration of their physical and online stores because this service may have positive effects on consumers’ trust. Furthermore, in order to increase consumers’ system trust, online retailers should also emphasize the reliability and security of their online transaction systems because system trust plays a critical role in the trust-building process. Finally, based on extensively investigating the dyad of both the consumers and the e-commerce vendors, we believe that our model and the propositions would facilitate further research in trust.  
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Conceptual Model: Consumer Trust in E-commerce Vendors
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