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The Relationship between Offline Trust and
Online Transaction in Internet Banking

Woongkyu Lee

Owing to the rapid growth of using the Intemet, not only click-and-mortar companies but also brick-
and-mortar ones have been expanding their disfrioution channels info online. Moreover, since online channels
are more atfractive than offine ones in control and maintenance, switching customers into online ones
is emerged as one of very important managerial issues in a view of reduction of cost as well as expansion
of services. However. the switched customers should be faced by uncertainties which could not have been
experienced in offine. Specifically, in online channels, buyers and sellers are separated temporally and
spacially and there are always so many kinds of threat for security as well as not enough systems and
conventions for them yet.,

Therefore, frust has been considered as one of the most critical mechanisms for resolution of such un-
cerfainties in online transactions. However, it is not easy to build and maintain the relationships in online
since most of them are virtual and indirect generally. Therefore, in order to switch offine customers into
oniine ones, it is very important to make strategies based on identification of the relationship between
online fransaction and offine tfrust which has been buitt in offine business.

Generdlly offine trust, which has been built independent of online, could not include frust for on-
line-dependent activities such as payment security during or after fransactions, while most of online trust
include it. Therefore, a customer with high offline trust does not always perceive high security and assure
safe transactions. Accordingly, while online trust, where technical capabilities for online security is one of
main bases, includes confral frust implicitly or explicitly, offine trust does not.

However, in spite of such clear discrimination and independence between offine frust and perceived
security, there can be the significant dependency between these two beliefs. The cusfomers with high
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offine trust believe that the company would do some activities for online security for customers’ safe frans-
actions since it has been believed of doing well for customers’ frust. Theoretically, users” perception of
security is interpreted as a kind of control trust, which is trust for company’s technical control capacities
in order to resolve technical uncertainties in online. Therefore, the relationship between two beliefs can
be considered as transference from offine trust to another type trust, that is, control trust.

The objective of this study is to analyze the effect of offline trust on online transaction uses mediated
by perceived security. For this purpose, we suggest a research model based on technology acceptance
model (TAM). Reuse infention is adopted os a dependent variable and TAM is modified by adding perceived
risk (PR) as well as two beliefs of using Internet banking, perceived usefulness (PU) and perceived ease
of use (PEOU). Moreover, perceive security (PS) is adopted as an external variable for PR and PU, while
offine trust (OT) is an antecedent of PS.

For an empirical test, sampling from 108 visitors to the banks in Daegu, Korea, we analyze our model
by partial least square (PLS) approach. In result. our model is shown to explain 51.4% of the variance in
reuse infention and all hypothesis are supported statistically.

A theoretical implication of this study is fo identify a role of PS between offiine frust and reuse intention
of using online fransaction services. According to our result, PS can be considered as a mediation variable
for bridging between two different concepts: trust that explains social aspects of customers and companies,
and TAM that explains customers’ reuse intention. In addition fo theoretical importance, our analysis of
PS can provide an practical insight. PS can be improved by being issued digital certification and provided
security services based on outsourcing as well as advertising companies’ security capabilities, which are
easier and less time consuming ways than building trust directty. '

In spite of both theoretical and practical implications, there are some limitations in our research such
0s seeking a research model with more goodness or sampling from infemet banking users who have relatively
high offline trust. Our research mode! can be improved by new external variables such as commitment
that is known as one of antecedents for frust and computer self-efficacy that can be a control variable
for discrimination of groups.

Keywords : Offline Trust, Perceived Security, Control Trust, Technology Acceptance Model, Intemet Banking
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