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This study examines the dynamics of frust and distrust at different price levels. We first note that frust and
distrust are built with cognitive and affective foundations, and price is viewed os a financial burden or product
quality information. Then, we relate price changes to frust and distrust, and hypothesize their inferactions:
price as a quality cue will positively moderate the cognitive dimension of trust, whereas price as financial
burden will negatively moderate the affective dimensions of frust and distrust. We surveyed 263 online mall
shoppers in Korea. Among our eight hypotheses, six are fully supported and two are partially supported.
The result shows that price perception inferacts with both the cognitive and affective dimensions of frust
and distrust, but its specific impacts are distinguished by the price perceptions, whether it is financial burden
or product quality information.
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Dual Effect of Price in E-Commerce Environment

[ . Introduction

Over the past decade, trust is often consid-
ered as a cure-all medicine in business because
of its broad impact on businesses in various
ways across areas [Fang et al., 2014; Shin et al.,
2013], thus attracting the interest of businesses
and researchers [Hong et al., 2013]. Trust is a
confident belief a truster has toward a trustee,
wherein a trustee is expected to behave in a
way the truster expects [Gefen et al., 2003]. This
strong belief initiates, accelerates, and continues
business transactions by reducing perceived risk,
eliminating business layers, and helping cus-
tomers overcome their fear in businesses [McLain
and Hackman, 1999]. Trust strengthens the ties
between two parties and makes them enduring
[Awad and Ragowsky, 2008]. Customers who
trust sellers tend to purchase repeatedly and do
not easily switch to other sellers [Flavian et al.,
2006]. They become a good source of profit for
the organization.

Distrust, on the other hand, has attracted the
interest of IS researchers for its strong negative
influence on businesses [Dimoka, 2010]. Distrust
is the feeling of suspiciousness that one harbors
toward the other, such that a partner may not be
capable of performing his tasks as expected and/
or may not care about the other’s welfare [Lewicki
et al., 1998]. Distrust is a negative expectation
regarding a partner’s behavior, in the sense that
they are incompetent. It is fear that a partner
might have a harmful motivation thus he will
ruin the business [Grovier, 1994]. Contrary to
trust, distrust blocks, restrains, and slows down
business transactions [Bigley and Pearce, 1998].
Distrust increases anxiety and fear of customers
for their partner’s future behavior [Grovier, 1994].

Parties distrusting each other believe that his
partner might conduct opportunistic behavior
and they might be betrayed by their partners
[Cho, 2006]. Customers avoid having transac-
tion with sellers they distrust.

Due to the critical but seemingly opposite im-
pacts of trust and distrust, these topics have
been studied together in numerous IS literature
[Komiak and Benbasat, 2008]. When there exist
two influential factors with opposite impacts,
such as trust and distrust, the relationship of
these factors needs to be clarified to avoid any
possible confusion on causality between attrib-
utes and outcomes. For example, business fail-
ure can be attributed to either low trust, high
distrust, or both. High trust and low distrust sit-
uations must be distinguished from their con-
ditions and consequences. Unless trust and dis-
trust are not fully understood in their status
and outcomes, management of trust and dis-
trust will not be completed.

Understanding trust and distrust can adopt
one practical approach to control one exogenous
factor, such as price, and examine their dyna-
mics. By observing the different responses of
trust and distrust to price, how trust and dis-
trust interact with each other, and how they are
mediated to actual behaviors can be ascertained
[Huang et al., 2014]. Selecting price as a control
factor is especially consequential because it is
one of the most important decision factors in
online business [Su, 2007; Weisstein et al., 2013]
that is controlled by the seller. Investigation on
dynamics of trust and distrust with respect to
different price levels will help researchers and
managers understand the interesting phenom-
enon involving trust and distrust in online bu-

siness.
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Given these reasons, the current study exam-
ines the dynamics of trust and distrust under
different price levels. We discuss the cognitive
and affective dimensions of trust and distrust,
and apply different price levels to hypothesize
the impact of price on trust, distrust, and pur-
chase intention. The cognition-affect framework
used in this study will show how customers
think (i.e., cognition) and feel (i.e., affect) when
building trust and distrust.

The study is organized as follows. First, we
review the literature on trust/distrust under the
cognitive/affective dimensionality framework
and price perception in business. We then for-
mulate a research model where price acts as a
moderating factor on trust and distrust forma-
tions. The comprehensive impacts of price on trust,
distrust, and consumer behaviors are hypothe-
sized. We also explain our research methodology
and data collection process and present the re-
sults of the data analysis. Finally, we discuss our
findings and state the contributions of our study.

II. Theoretical Background

2.1 Cognitive and Affective Aspects
of Trust/Distrust

Psychological foundations of trust and dis-
trust have been frequently discussed in the lit-
erature [Chang et al.,, 2013; Russell, 2003]. As
cognition and affect are the two most important
and representative psychological units that me-
diate consumer perception and behavior, a cog-
nitive-affective systems theory of personality
argues that individuals differ in how they cate-
gorize and encode situational stimuli, and in

how such encodings activate and interact with

the cognitive and affective units of their mental
states [Mischel and Shoda, 1995]. It shows how
people think (i.e., cognitive dimension) and feel
(i-e., affective dimension) about various outer
stimuli and explains why people behave dif-
ferently when responding to the same stimuli
[Homburg et al., 2007].

Cognitive dimension captures how people ju-
dge and assess an object based on facts and evi-
dence [Chua et al., 2008]. The dimension con-
notes the straightforward, conscious process of
being aware of an event. This process is a
knowledge-based, immediate understanding of
exogenous stimuli, such as a partner’s skill and
competency [McKnight et al., 2002]. Cognition
dimension forms beliefs and expectations based
on rationality, and works as a reasonable basis
for an individual’s action. Affective dimension,
on the other hand, shows how people feel about
a subject. Affect is a state of mind that arises
from one’s own emotion and sense of the oth-
ers’ feeling and motives [Chua et al., 2008].
Affect is formed mostly with one’s instincts, in-
tuitions, or feelings and builds an emotional
bond with the subject, not necessarily resulting
from reasoning and understanding but more
from feeling and sense [Morrow et al., 2004].

Given this, trust can emerge with both cogni-
tive and affective foundations [McAllister, 1995].
If one goes through a careful, methodical thought
process to determine whether an individual,
group, or organization is trustworthy [Morrow
et al., 2004] and establishes the trustworthiness
of another, cognition-based trust is formed. If
one trusts the other because of proper reason
and evidence, such as his competence and be-
nevolence [Dimoka, 2010], cognitive trust emer-

ges. Affective foundations for trust also exist,
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which are made up of the emotional bonds be-
tween individuals. If people make emotional in-
vestments in trust relationships, express genu-
ine care and concern for the welfare of partners,
believe in the intrinsic virtue of such relation-
ships, and believe that these sentiments are re-
ciprocated [Rempel et al., 1985], trust emerges
with affective foundation. Emotional ties link
individuals, which provide the basis for trust.

Distrust also can be viewed from this cogni-
tive/affective framework that it can emerge with
both cognitive and affective foundations. Cogni-
tive distrust is a rational judgment that the sub-
ject is not trustworthy because he may lack skill,
is dishonest, or is malevolent [McKnight et al., 2002].
Affective distrust, on the other hand, is an emo-
tional repulsion that an individual has for the
other. This repulsion can be in the form of fear,
worry, or concern resulting in reluctance to con-
duct business with the other. Such emotional
repulsion often emerges, but not necessarily, due
to the subject’s vicious, harmful motivation, or from
cognitive distrust that a subject is incompetent.

To highlight the similarities of—and differ-
ences between—trust and distrust, their concep-
tual symmetry is noted [Lewicki et al., 1998].
Cognitive trust and distrust are in a symmetri-
cal position, meaning that their cycles are neg-
atively correlated. High cognitive trust implies
low cognitive distrust, and vice versa. For ex-
ample, when a partner is rationally assessed
based on his or her capabilities and found to
be incompetent, lacking in knowledge, and un-
skilled, cognitive distrust emerges and cogni-
tive trust diminishes.

By contrast, affective trust and affective distrust
are not in a symmetrical position [Fredrickson,

2001], that is, low affective trust does not auto-

matically imply high affective distrust. For ex-
ample, if a person’s partner is not very benev-
olent, a warm and emotional bond may not
easily develop, but neither does emotional repul-
sion (that is, affective distrust) develop, unless
the partner is vicious and attempts to harm the
person. The opposite of competency is incom-
petence, but the opposite of benevolence is non-
benevolence, which is distinct from malevolence.

With these taken together, we can now clarify
the relationship between trust and distrust: (1)
cognitive trust and cognitive distrust are in a
rather symmetric position, such that high cogni-
tive trust necessarily implies low cognitive dis-
trust, and (2) affective trust and affective dis-
trust are not in a symmetric position, such that
low affective trust does not necessarily imply
high affective distrust. <Table 1> presents a sum-
mary of trust and distrust conceptualizations.

Among the implications provided by the liter-
ature, the causal relationship between cogni-
tion-and-affect units needs to be highlighted. The
cognitive-affective systems theory of personality
[Mischel and Shoda, 1995] proposed that the cog-
nition unit (i.e., expectation and beliefs) about
the outcomes of behaviors in a particular situa-
tion is formed first based on the encoded infor-
mation and these expectations and beliefs then
shape the affective responses with psychological
reactions. This idea of cognition-andaffect cau-
sality has been further exercised in various re-
search contexts [Chang and Chen, 2009; Yuksel
et al., 2010]. All these studies support the ob-
servation that cognitive information processing
works as the foundation of the affective mindset of
humans. The implication of cognition-affection
distinction and relation is evident in how instantly

occurring cognition may last stably as affection.
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<Table 1> Cognitive/Affective Dimensions of Trust and Distrust

Trust Distrust

Relationship between trust and distrust

Trust from the head.

Cognitive | the partner’s future
dimension | behavior, based on a

partner’s capabilities.

Distrust from the head.
A positive expectation of | A negative expectation of
the partner’s future
behavior based on a
rational judgment of the | rational judgment of the
partner’s capabilities.

Negative correlation between trust and
distrust. If one’s partner is evidently
incompetent and lacks knowledge,
cognitive distrust will emerge but
cognitive trust will not.

Trust from the heart.
An emotional bond

between two parties.
One often builds an

Affective emotional bond with

dimension

is touched by the

Distrust from the heart.
An emotional repulsion
between two parties. One | necessarily negatively correlated. Even if
is often emotionally hurt
and fears transacting with | indifference or apathy, affective distrust
one’s partner when one | one’s partner when the
partner’s malevolent
partner’s genuine care or | behavior or a vicious
heart-warming gestures. | motivation is observed.

Affective trust and distrust are not
affective trust is low due to the partner’s
does not necessarily arise unless the

other party intentionally tries to harm
whilst remaining emotionally unhurt.

2.2 Price Perception in Business:
Price as Financial Burden and
Quality Cue

Price is the amount of money that a customer
must part with to satisfy his consumption needs
[Suh et al., 2013]. Price is a “give” component
for customers during transactions to “get” the
product or service that he desires. Price is a bur-
den for customers and a restriction on the cov-
erage of consumption, which is inversely asso-
ciated with the budget retained after purchase
[Zeithaml, 1988]. Hence, in consumer behavior
research, price is often viewed as a depressing
factor, which may lower customer satisfaction
[Jiang and Rosenbloom, 2005], purchase in-
tention [Alford and Biswas, 2002], or increase
perceived transaction risks [Zeithaml, 1988].
Price is also used as a parameter for product
quality comparison. The difference between
price and quality is named utility in economics

and perceived value in managerial perspective

[Teas and Agarwal, 2000]. In this case, consum-
er choice actually depends, not solely on price
or quality of product, but on the overall value
(price-quality).

Although price is first viewed as a sacrifice
component in transaction, another aspect of
price, namely, informational component [Rao,
2005], also needs to be discussed. As one of the
product information, price is used as a quality
cue signaling product value [Volckner and
Hofmann, 2007]. Frequently, customers do not
purchase from the lowest price seller especially
online because they are concerned that such
low price might signal the poor quality of the
product [Rao, 2005]. Price can exert a non-con-
scious influence on product quality expect-
ancies [Shiv et al., 2005] because there is a corre-
lation between the actual product quality and
price [Tellis and Wernerfelt, 1987]. Common
sense dictates that high-quality products de-
serve to be priced high because of high pro-
duction costs.
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. Research Model

<Figure 1> describes our research model. It
shows the paths through which cognitive trust/
distrust are transformed into affective trust/dis-
trust and finally into purchase intention. Price
exerts a moderating effect on affective dimen-
sions of trust/distrust and on purchase inten-
tion. This research model verifies the dual im-
pact of price on trust/distrust — purchase in-
tention processes; on one hand, price has a posi-
tive impact on trust, and on the other hand, it
has a negative impact on purchase intention.
The following subsections present a detailed ex-
planation with supporting literature and ration-

alization.

H8: negative moderation

H7: positive moderation
Cognitive \H1 Affective
Trust Trust
H3 H5
Purchase
Intention
H4 /
H6
Cognitive Affective
H2

<Figure 1> Research Model

3.1 Forming Affective Trust/Distrust
from Cognitive Trust/Distrust

Cognitive trust emerges when the customer
assesses the capability of the seller to perform
or deliver the service/product as promised
[Dimoka, 2010]. Cognitive trust pertains to cus-
tomer “awareness” of the seller’s trustworthi-
ness. Numerous studies indentify the sub-di-
mensions of trust, which are the capabilities of
the trusted person [Kumar et al., 1995]. A three-

dimensional view-competency, integrity, bene-
volence-covers the trustee’s intellectual capa-
bilities and moral aspects [McKnight et al., 2002].
When a truster recognizes his partner’s capa-
bility and assesses it positively based on his
knowledge and rationale, trust is formed cogni-
tively [Chua et al., 2008]. The truster’s confident
belief and expectation that the trustee will be-
have as he is expected results in positive out-
come.

Once cognitive trust emerges, it helps cus-
tomers build another form of trust called affec-
tive trust. Whereas cognitive trust is a rational
assessment of the trustee’s capability to com-
plete promised tasks, affective trust is a feeling
of warmth that the truster builds with the trus-
tee [McAllister, 1995]. Cognition is the straight-
forward, conscious process of being aware of
the event and affect is a disposition or state of
mind resulting from the reasoning and under-
standing that lasts for a certain period of time
[Mischel and Shoda, 1995]. An emotional bond
between two parties is often built after they in-
teract with satisfactory result. The natural proc-
ess of establishing such feeling first is initiated
with the truster’s assessment that he is trust-
worthy, and reaches to his heart at which point
he feels comfortable to do business with his
trustee. From this premise, we have formed the

following hypothesis.

H1: Cognitive trust supports the building of affec-
tive trust.

Cognitive distrust emerges when one suspects
that his partner might not be competent enough
to accomplish tasks as promised or he might

conduct opportunistic behavior, such as decep-
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tion and fraud. Cognitive distrust is a negative
assessment of a partner’s capability and mora-
lity. According to Dimoka [2010], distrust has
two subconcepts-discredibility and malevolence.
If somebody is not credible, possibly because
of his lack of knowledge and skill, and malevo-
lent with vicious generic motivation, distrust will
emerge cognitively.

Once cognitive distrust emerges, it leads a
customer to build another type of distrust cal-
led affective distrust. Affective distrust is a re-
pulsive force between two parties that result in
feelings of suspiciousness, worry, and fear. These
feelings emerge after cognitive distrust is built
when one observes his partner’s incompetency
or malevolence [Kumar et al., 1995]. Affective
distrust is not only the poor assessment of a
partner, but more likely the feeling of hate. This
feeling emerges if somebody is assessed poorly
in business and causes a partner to become
emotionally hurt. From this premise, we have

formed the following hypothesis.

H2: Cognitive distrust supports the emergence of
daffective distrust.

Cognitive trust suppresses the emergence of
affective distrust by lowering the anxiety level
of the truster. If one has a positive assessment
of his partner’s capability and morality, which
results in cognitive trust, this circumstance will
lead him to feel safe when transacting with his
partner. Affective distrust is a feeling of fear
and worry. Hence, if one proves his competency
and benevolence through cognitive trust, it will
suppress the emergence of the partner’s fear
and anxiety. Affective distrust is a process of

rationale judgment based on evidence and pos-

itive outcome, which affect the formation of the
truster’s feeling. Oftentimes, sellers are obser-
ved to provide hard evidence, such as certified
escrow service, to relieve customers’ anxiety for
transactions. From this premise, we have gen-

erated the second hypothesis.

H3: Cognitive trust suppresses the emergence of
affective distrust.

Cognitive distrust, on the other hand, sup-
presses the emergence of affective trust. This is
a natural customer response when someone as-
sesses a partner poorly due to his discredibility
and malevolence; it then becomes hard for some-
one to build an emotional bond with his partner
[McAllister, 1995]. A partner’s incompetency and
lack of knowledge or skill will make the trans-
action outcome difficult as expected. If a posi-
tive outcome is not expected, the feeling of war-
mth will not emerge. Customers will have diffi-
culty in forming a positive expectation about
a business transaction when the seller is in-
capable of delivering what is expected. Thus,
affective trust will not emerge. From this pre-

mise, we have formed the following hypothesis.

H4: Cognitive distrust suppresses the building of
affective trust.

The warm feeling a customer has toward his
partner will facilitate smooth business transac-
tions. The role of such affective trust is to make
customers endure and resist environmental risks
and uncertainty [Chua et al., 2008]. In online
business, transaction risk and product uncer-
tainty have been problematic issues due to anony-

mity, impersonality, and information asymme-
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try on the Internet. Affective trust enables cus-
tomers to overcome such risks and uncertain-
ties in online transactions. For example, online
customers usually have difficulties conjecturing
product value through the web. However, if af-
fective trust is built between customers and
sellers, customers will tend to buy the product
despite the uncertainties. This occurrence shows
how affective trust, which is actually the feeling
of warmth and emotional bond, develops the
patience and endurance of customers. From this
premise, we have drawn the following hypo-
thesis.

H5: Affective trust has a positive impact on purchase
intention.

Affectively formed distrust prevents custom-
ers from purchasing. Customers who worry or
are fearful and suspicious of transacting with
the seller find it hard to actually engage in the
transaction. This repulsive force between par-
ties exaggerates the generic risks and uncer-
tainty of the Internet. Whether such fear and
suspiciousness are built based on fact or mis-
understanding, once it is built, causes the cus-
tomer to become inactive in business and re-
frain from purchasing the product. For exam-
ple, if a customer fears and worries about the
result of a transaction and is unsure of his part-
ner’s future behavior, his purchase intention
will be lessened. Affective distrust will have a
negative impact on purchase intention. From
this premise, we have formed the following
hypothesis.

H6: Affective distrust has a negative impact on pur-
chase intention.

3.2 Impacts of Price on Trust/Distrust
Building

For customers, price is first viewed as a fi-
nancial burden in getting a service/product
[Zeithaml, 1988]. It is a pure sacrifice const-
rained by the budget, in exchange with the pro-
duct/service. Other things being equal, it is a
general tendency that customers prefer lower-
priced products. On the other hand, price can
be viewed as product information signaling the
value of the product [Volckner and Hofmann,
2007]. Oftentimes, it is presumed that the high-
er-priced product will actually be of higher val-
ue and quality [Jiang and Rosenbloom, 2005].
For this reason, online shopping mall users of-
ten refuse to choose the lowest-priced product.
Hence, the price of a product implies both ac-
tual sacrifice and possible reward. When these
seemingly opposite characteristics of price are
applied to trust and distrust building, they gen-
erate complicated interaction with trust/dis-
trust building.

Given its characteristic as a quality cue, price
interacts with cognitive trust. When price in-
creases, customers expect higher quality. High-
paying customers request and expect more in
terms of products or services [Rao, 2005]. Accor-
dingly, those who expect more are more sensi-
tive to and cautious about product quality be-
cause of their high expectation. When higher
expectation is realized, greater happiness will
be brought. Affect is more easily formed when
higher expectation is fulfilled. Increased cus-
tomer expectation causes them to become sensi-
tive of their assessment of the transaction. In-
creased sensitivity is realized as a higher impact

of cognitive trust. The phenomenon of high-
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paying customers with higher expectations and
more requirements is not unusual [Rao, 2005].
These customers are more concerned with the
seller’s capability to deliver the product or serv-
ice [Shiv et al., 2005]. Cognitive trust is related
to anticipated reward [Dimoka, 2010]. From this
premise, we have generated the following hy-
potheses.

H7: Higher price enhances the impact of cognitive
trust.
H7a Higher price enhances the positive impact
of cognitive trust on affective trust.
H7b: Higher price enhances the negative impact
of cognitive trust on gffective distrust.

Given its characteristic as a financial burden,
price has a negative influence on purchase in-
tention through its interaction with affective trust
and distrust. When price increases, customers
find it increasingly difficult to move on to the
purchase stage [Alford and Biswas, 2002]. Whe-
ther the customers feel warmth (i.e., affective
trust) or suspicion (i.e., affective distrust) toward
the seller, such feelings are not as substantial

as when financial burden increases. For exam-

<Table 2> Summarization of H7 and H8

ple, when customers pay more for a certain
product, customers do not usually rely on how
they “feel” but more on other fact-based circum-
stances, such as risk and reward. Accordingly,
price works as a negative moderating factor: the
higher the price, the less affective dimensions
of individual will affect purchase intention.

Meanwhile, it must be noted that when the
price is viewed as a quality cue or financial bur-
den, it does not show any impact on cognitive
distrust. Cognitive distrust is an active mental
assessment that is related with a negative ex-
ternal stimulus such as an explicit deceit or a
lie. Unless the price is irrationally high or in-
appropriately perceived, there is no obvious
reason that the price will affect the customers
from cognitive distrust aspect. From this prem-
ise, we have formed the following hypotheses.
<Table 2> summarizes H7 and HS8.

H8: Higher price lessens the impact of affective trust
and distrust on purchase intention.
H8a: Higher price lessens the positive impact of
affective trust on purchase intention.
H8b: Higher price lessens the negative impact of
affective distrust on purchase intention.

Hypo Perspective Effect Explanation
Consumers who pay a high price for a product/service
Price s viewed | Positive moderating are more sensitive to 'product‘/ se'rvice quality — Ass'e.ss-
H7 . . ment of product/service quality is captured by cognitive
as a quality cue |effect on cognitive trust . o
trust — Thus, the effect (beta coefficient) of cognitive trust
increases.
As price increases, consumers become more cautious and
L . . sensitive to product/service quality, as in H7 — Accor-
Price is viewed |Negative moderating . v P P / ” v q ty .
. . . dingly, how they “feel” (affective dimension) become less
H8 |as a financial effect on affective ) e .. . .
. important than how they “think” (cognitive dimension)
burden trust/ distrust . . .
— The beta coefficients of affective trust and distrust
decrease.
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IV. Methodology
4.1 ltem Development

Various studies on trust and distrust are con-
sulted to develop questionnaires. We abstract
keywords from relevant literature [Dimoka, 2010;
McKnight ef al., 2002] and turn them into com-
plete sentences. In developing measures, a num-
ber of points are considered. For cognitive trust
and distrust, the focus is directed on the trust-
ee’s (i.e., seller) observable behavior. Given that
cognitive trust and distrust are formed based
on facts and evidence, cognitive trust primarily
describes the virtues of the trustee, such as his
competency and integrity, whereas cognitive dis-
trust primarily describes, on the contrary, the
viciousness of the trustee, including his harmful
motivation and dishonesty. For affective trust
and distrust, the focus is directed on the trust-
er’s (i.e., customer) feelings. After trusters ob-
serve the trustees’ behavior, how they feel and
how they are affected are measured through af-
fective trust and distrust. Affective trust de-
scribes an emotional bond between parties, whe-
reas affective distrust describes the repulsive
force between parties. For purchase intention,
we adapted items from major literature that are
exercised in the e-commerce context [Lee and
Lee, 2009].

4.2 Survey Procedure

A web-based survey is designed to collect data
as follows. First, we build a Web site that sells
two types of package tours. Both package tours

have the same purpose (i.e.,, summer vacation)

and location (i.e., Australia), but their prices dif-
fer because of differences in service quality. One
is labeled as a luxurious hotel package, whereas
the other is a regular travel package. However,
the quality of the travel package is unknown
until it is realized. Thus, customers have to esti-
mate service quality only through the informa-
tion on the Web and through price levels. The
package tour is chosen as sample product for
the following reasons: First, a package tour is
a service-based product, the quality of which
is mostly undetermined by the seller’s capabi-
lity. Such high reliance on a seller’s capability
highlights the emergence of trust. Second, a
package tour is a relatively expensive product,
which creates a feeling of great financial burden
in customers. Such a feeling highlights the emer-
gence of distrust.

We then invite participants from among Korean
Internet users and instruct them to simulate
planning a summer vacation tour in Australia.
After showing them the Web site, we ask the
respondents about their perceptions of trust,
distrust, and purchase intention. Respondents
are not allowed to proceed with experiment un-
til after five minutes have passed. They have
to examine the website for at least for 5 min
before being allowed to proceed to the next
page. If the respondents answer each question
about their cognitive/affective trust/distrust
levels too quickly and without pause, they are
not allowed to answer the next page. The sur-
vey for the second product is conducted in the
same manner. In total, it took the respondents
an average of over 20 min to answer around
50 questions for two products, including full ex-

planations. All these procedures are conducted
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using Embrain.co (www.embrain.com) in Sep-
tember 2011, one of the largest market research
companies in Korea with over 1.8 million con-

sumer panels.

V. Data Analysis and Results

We collect data from 263 respondents, who
are all Internet users in Korea. The respondents’
demographics and online shopping experiences
are presented in <Table 3>. No possible bias
exists in the age and gender of the respondents,
and most of them have had previous online

shopping experiences.
5.1 Measurement Model

A confirmatory factor analysis (CFA) is per-
formed to test the validity of the constructs. All
the fit statistics for the CFA model (GFI = 0.92,
RMSR = 0.024, AGFI = 0.88, NFI = 0.99, CFI =
0.99, and normed chi-square = 1.97 in Low-
price model; GFI = 0.92, RMSR = 0.022, AGFI
= 0.88, NFI = 0.99, CFI = 0.99, and normed chi-
square = 2.01 in High-price model; <Table 6>).
The internal consistency and convergent validi-
ty of the constructs are then tested by examin-

ing the item-construct loading, composite reli-

<Table 3> Demographics of Respondents

ability, and average variance extracted (AVE).
<Table 4> shows that all items exhibit the rec-
ommended level of loading values (> 0.7). The
values of the composite reliabilities are all higher
than 0.7, as suggested by Nunnally and Bernstein
[1994], and the values of AVE are all above 0.5.
The discriminant validity is further examined
using the square root of the AVE. In <Table 5>,
all the square roots of AVE are greater than the
off-diagonal construct correlations in the corre-
sponding rows and columns.

We checked for possible common method va-
riance using Harman’s single-factor test [Podsakoff
et al., 2003]. This test shows the amount of spu-
rious covariance shared among variables be-
cause of the common method (e.g., ambiguous
wording) used in collecting data. An explora-
tory factor analysis of our items revealed six
factors of which the eigen value is over 1. For
the low price group, first factor explains 49%
of total variance while other four factors show
13.41%, 10.16%, 8.41%, 5.12% respectively. For
the high price group, five factors show 50.19%,
11.44%, 9.25%, 7.68%, 6.04% of total variance
respectively. All five factors in both groups ex-
plain 87% and 85% of total variance. These re-
sults indicate that our data are not likely com-

promised by the common method bias.

Gender Freq(%) Age Freq(%) InterEr;zeli}elgf fing Freq(%)
Male 131(49.8) 19~29 69(26.2) None 15(5.7)
Female 132(50.2) 30~39 63(24.0) Once or twice 18(6.8)
Total 263(100) 40~49 66(25.1) From time to time 103(39.2)
50~59 65(24.7) Often 127(48.3)
Total 263(100) Total 263(100)
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<Table 4> The Results of the Confirmatory Factor Analysis

Models Construct Indicator Standa.rdlse Measurement COI,np(,)?lte AVE
loading error reliability
CT1 0.90 0.19
Cognitive CT2 0.93 0.13 096 086
Trust CT3 0.94 0.11 ' '
CT4 0.93 0.14
AT1 0.83 031
Affective AT2 0.92 0.15 0.92 0.79
Trust
AT3 0.92 0.16
Low-Price CD1 0.90 0.20
Model Cognitive cD2 0.95 0.10 0.94 0.85
Distrust
CD3 0.92 0.15
AD1 0.90 0.18
Affective AD2 0.94 0.12 0.95 0.86
Distrust
AD3 0.94 0.12
PI1 0.94 0.11
Purchase P2 0.98 0.05 0.97 0.90
Intention
PI3 0.93 0.13
CT1 0.93 0.14
. CT2 0.94 0.12
Cogpitive 0.97 0.88
Trust CT3 0.96 0.09
CT4 0.94 0.12
ATl 0.91 0.17
Affective AT2 0.95 0.09 0.96 0.89
Distrust
AT3 0.96 0.07
High—Price CD1 0.95 0.10
Model Cognitive cD2 0.97 0.06 0.97 0.91
Distrust
CD3 0.95 0.10
AD1 0.93 0.14
Affective AD2 0.96 0.08 0.96 0.89
Distrust
AD3 0.94 0.11
PI1 0.94 0.12
Purchase PI2 0.95 0.09 0.96 0.89
Intention
PI3 0.94 0.12
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<Table 5> Correlations of Latent Variables and Evidence of Discriminant Validity

Low-Price Model High-Price Model
Mean | SD CT | AT | CD | AD PI |Mean| SD CT | AT | CD | AD PI
CT | 614 | 1.50 | 0.93 6.62 | 1.45 | 094
AT | 596 | 1.56 | 0.82 | 0.89 643 | 157 | 0.85 | 0.94
CD | 450 | 1.65 | -0.63 | -0.60 | 0.92 395 | 1.72 | -0.67 | -0.65 | 0.96
AD | 442 | 1.78 | -0.62 | -0.64 | 0.81 | 0.93 396 | 1.77 | -0.70 | -0.71 | 0.86 | 0.94
PI | 562 | 1.77 | 0.74 | 0.70 | -056 | -0.61 | 095 | 5.64 | 1.72 | 0.59 | 0.60 | -0.44 | -043 | 0.94
All correlation is significant at the 0.05 level (2-tailed).
The bold numbers in the diagonal row are square roots of the average variance extracted.
<Table 6> The Overall Statistics of the Measurement and Structural Model
Measurement Model Structural Model
Fit index Low-Price High-Price Low-Price High-Price
Model Model Model Model
Absolute Fit Measures
Chi-square test statistic (X2); df 184.86: 94 188.86: 94 225.65: 97 211.23: 97
p-value 0.0000 0.0000 0.0000 0.0000
Goodness-of fit index (GFI) 0.92 0.92 0.90 091
Root mean square error of app. (RMSEA) 0.061 0.062 0.071 0.067
Root mean squared residual (RMR) 0.024 0.022 0.039 0.032
Incremental Fit Measures
Adjusted goodness-of-fit index (AGFI) 0.88 0.88 0.86 0.87
Normed fit index (NFI) 0.99 0.99 0.98 0.98
Non-normed fit index (NNFI) 0.99 0.99 0.99 0.99
Comparative fit index (CFI) 0.99 0.99 0.99 0.99
Parsimonious Fit Measure
Normed chi-square (Chi/df) | 1w 2.01 2.33 2.18

5.2 Structural Model

We conduct structural equation modeling
analysis using LISREL 8.71 for each group to
test the hypotheses. As shown in <Figure 2>
and <Figure 3>, most of the paths are found
significant, except the path from affective dis-
trust, to purchase intention in the high-price
group. From this finding, we conclude that H1
to H5 are fully supported, whereas H6 is par-

tially supported. We calculate the chi-square
value differences between the pooled model
(i.e., the model using the entire data set) and
the testing model (i.e., the model relaxing the
assumption that the target paths are the same
between groups) to test H7 and H8. If the chi-
square values are significantly different bet-
ween the groups, path coefficients are pre-
sumed to differ between groups. Thus, the hy-
potheses are supported. As shown in <Table
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<Table 7> Chi-square Test

Chi-square (DF) difference

Model/Path from A to B with Pooled model

Chi-square | DF Sig. | Testing H

Pooled model 94.21 15
When relaxing the CT—>AT | 8325 11 10.96(4) 0.05 H7a
assumption that the | cT—AD| 8895 11 5.26(4) 0.25 H7b
path from A to B are
the same between AT —PI 82.92 11 11.29(4) 0.025 Hsa
groups. AD —PI 76.55 11 17.66(4) 0.005 | H8b’

" Given the insignificant relationship in original model (i.e, AD — PI in the high-price model), significance level
(= 0.005) does not directly prove the difference. However, the significant path becomes insignificant as price is

lowered. Thus, price can be presumed to have a moderately negative effect.

<Table 8> Hypotheses Test Result

! e
H1 | Cognitive trust supports the building of affective trust. S S
H2 | Cognitive distrust supports the emergence of affective distrust. S S
H3 | Cognitive trust suppresses the emergence of affective distrust. S S
H4 | Cognitive distrust suppresses the building of affective trust. S S
H5 | Affective trust has a positive impact on purchase intention. S S
H6 | Affective distrust has a negative impact on purchase intention. S NS
H7a | Higher price enhances the impact of cognitive trust on affective trust. S

H7b | Higher price enhances the impact of cognitive trust on affective distrust. NS

H8a | Higher price lessens the impact of affective trust on purchase intention.

H8b | Higher price lessens the impact of affective distrust on purchase intention.

S: supported; NS: Not supported.

7>, the effect of cognitive trust on affective
trust increases (B = 0.68 — B = 0.81) as price
increases at the 0.05 significance level. The
path coefficient from cognitive trust to affec-
tive distrust increases, but the change is not
statistically significant. Hence, H7a is suppo-
rted, whereas H7b is not. The path from affec-
tive trust to purchase intention is significantly
lowered as price increases (B = 0.73 — B = 0.66,
p = 0.025), thus supporting H8a. Testing group
differences in the path from affective distrust

to purchase intention is not applicable because
of the insignificant relationship in the original
model (i.e., AD — PI in the high-priced mod-
el). However, the significant path becomes in-
significant as price decreases (8 = -0.26; p <
0.01 — B =-0.03; p > 0.10). Thus, by lowering
the price, the path from affective distrust to
purchase intention weakens, as hypothesized
in H8b. In total, H1 to H5 and HS8 are fully
supported, and H6 and H7 are partially sup-

ported, as summarized in <Table 8>.
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Cognitive A
Trust

-0.24

R?=0.71

Purchase
Intention

R?=0.68

<Figure 2> Low-price Model

Cognitive !
Trust

-0.31

R?=0.74

Purchase
Intention

R?=0.77

<Figure 3> High-price Model

VI. Discussion
6.1 Summary of Findings

Of the eight hypotheses, six are supported
and two are partially supported. Most of the
relationships were found to be significant, as
expected. It is not difficult to conclude that
price has a positive moderating effect on cogni-
tive trust and a negative moderating effect on
the affective dimensions of trust and distrust.
However, in addition to the hypotheses test re-
sults, we observed notable changes in construct
perception that the study needs to discuss.

First, as a result of price increase, trust level
increases (1 = 6.05 — 1 = 6.53), and distrust
level decreases (1 = 4.46 — 1 = 3.96), whereas
purchase intention remains almost the same (it

= 5.62 — 1 = 5.64; <Table 3>). Although the
price increases, purchase intention does not
decrease. This finding differs from those of pre-
vious studies, which assume a negative rela-
tionship between price and purchase intention
[6]. This disparity can be interpreted as follows.
When price increases, purchase intention may
not be critically affected as long as the increase
is justified by improvements in quality. For cus-
tomers who purchase entertainment products
such as package tours, content and not price
is the primary factor to consider.

Another noticeable result is the stronger ef-
fect of trust (B = 0.73; 0.66) on purchase in-
tention, compared with distrust (8 = -0.26).
Contrary to the common belief that customers’
negative feelings are often more significant than

their positive ones [Samson, 2006], the current
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results imply that trust is still a more important
decision-making factor than distrust. This find-
ing shows that in reality, people will not buy
the product unless they have a strong positive
feeling of trust. By contrast, suspiciousness does
not critically affect purchase intention as long
as customers can have confident, positive ex-

pectations about the transaction.

6.2 Academic Contribution

The contributions of this study are multi-
faceted. The present study investigates dual im-
pacts of price interacting with trust and dis-
trust. Price has been considered one of the most
important decision factors in online businesses.
Thus, numerous studies have investigated the
impact of price. However, most studies have
considered price as a single-effect factor, such
as a risk factor [Pavlou, 2003] or a quality cue
[Zeithaml, 1988]. Few studies have noted these
dual characteristics and integrated them into a
single context. This study thus investigates its
dual impacts and identifies their specific rela-
tionships with other outcome variables. Cor-
rectly relating causes to their effect is important
with two types of effects, which are unrelated
and even seemingly opposite, generated from
one factor (trustee’s behavior) and existing on
one outcome (seller’s purchase intention). Hence,
by considering two seemingly opposite effects
of price on trust/distrust-building and purchase
intention, this study provides in-depth under-
standing on how price affects consumer behav-
ior in various stages.

Another academic contribution of this study
lies in the investigation into the exercise of cog-
nitive and affective dimensionality in the trust/

distrust context and the development of their
measures. The cognition-affect framework has
been practiced numerous times in previous re-
search on trust [Chang and Chen, 2009] for its
effectiveness in reflecting the human mindset
and its logical flow from stimuli to lasting
feeling. However, few applied this framework
on trust and distrust as comparative concepts.
Trust and distrust are critical concepts with op-
posite impacts, but are not fully explained. The
framework in this study reflects the psycho-
logical aspects of trust and distrust and devel-
ops their measurements. Such conceptualiza-
tions and operationalization helps researchers
understand how trust and distrust emerge in
and mediate consumer behavior.

Finally, this study provides foundations for
the further development of trust and distrust
conceptualization. Whether trust and distrust
are related or are independent or opposite
concepts has been an issue for IS researchers
[Sitkin and Roth, 1993]. A question on what
trust and distrust are and how they are diffe-
rent [Cho, 2006] has been posed. In this study,
we do not direct how they are different but
provide foundations for conceptualization, which
can be further used as trust/distrust studies.
For example, affective trust being an emotional
bond and affective distrust involving fear and
worry is discussed. The relationship between
cognitive trust and distrust, which is rather op-
posite in direction, differs from the relation-
ship between affective trust and distrust, which
is not directly in opposite directions. Such de-
tailed conceptualization on trust and distrust
can provide the foundation on how trust and
distrust can be differentiated in future stu-

dies.
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6.3 Practical Implications

This study enlightens practitioners about cus-
tomers’” perception that high price is not only
a sacrifice but also a signal for better quality.
For practitioners, price has been an essential
strategic issue [Erickson and Johansson, 1985]
because of its critical impact on consumer de-
mands. However, price has oftentimes been trea-
ted as a sacrifice factor [Teas and Agarwal, 2000]
and sometimes as quality cue [Rao, 2005], but
few have combined these views into a single
context. This study, accordingly, by combining
the dual impacts of trust into a single context,
shows practitioners how customers react to two-
sided information through their purchase beha-
vior. Moreover, by showing interactions bet-
ween these dual impacts and the customers’
psychological responses, including how custo-
mers would think (cognitive dimension) and feel
(affective dimension) about price and how it will
affect their purchase intention, this study helps
practitioners understand customers and teaches
them to manage price levels in their business.

Another implication of this study is that it
shows how customers systematically respond
to changes in exogenous factors, such as price.
For practitioners, understanding how custom-
ers think (i.e., cognition) and feel (i.e., affect)
is crucial when an exogenous factor such as
price changes [Gefen and Carmel, 2013]. How-
ever, managers will find it laborious to fully un-
derstand customers from the inside by observ-
ing behavior alone. One benefit of applying a
psychological framework, as in this study, would
be that it shows the workings of the human
mindset. This study applies the framework re-
flecting the psychological aspects of customers.

By applying the cognition-affect framework, we
show how customers first cognitively form trust/
distrust and how such cognitions build affect
to finally influence purchase behavior. This study
adds implications by showing such sequential
and specified price impacts can help managers
in setting price and preparing their responses
to customers.

Finally, this study presents a comparative
view of trust and distrust so that practitioners
can encompass more realistic and efficiency-ori-
ented trust and distrust management. In reality,
resources are scarce, and managers should pri-
oritize various business issues. Even if both trust
and distrust are considered important, discus-
sing which one is more significant than the other
under what circumstances is still desired. This
study parallels trust and distrust with consum-
er behavior and shows their paths. For example,
the stronger impact of affective trust over affec-
tive distrust toward purchase intention implies
that a feeling of warmth should be prioritized
than a feeling of suspiciousness. When re-
sources are limited in managing both trust and
distrust, exerting more effort into increasing

trust than lowering distrust is recommended.

6.4 Limitations and Future Research

This study has a number of limitations. First,
price has been relatively conceptualized. We
control price at two levels. Determining what
level of price can be considered low or high needs
further discussion. Second, the product type
tested is limited to a travel package, which is
a service-based, relatively expensive product.
Extending the product types to widely purcha-
sed goods online, such as electronics, and uni-
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que products, such as antiques, is recommen-
ded to generalize the hypothesis test result.
Third, further refinement of measurements is
desired. This study first develops trust and dis-
trust items along with their cognition-affect as-
pects in a single context. Despite the importance
of trust and distrust, their dimensionalities have

not been fully discussed. Refining these dimen-

sionalities for future studies on trust and dis-
trust is expected. Finally, analyzing the actual
purchase data to compare with the experimen-
tal data as in this study is recommended. Since
the dependent variable measures the ‘intention”
to purchase instead of the actual purchase, it
would enhance the understanding of readers if

actual data record is concurrently displayed.
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(Appendix) Measurement

Construct | Items Keywords Questionnaires

This Web site seems to have sufficient knowledge and skills to

CT1 | Knowledge and skill provide the specified package tour service.

This Web site seems to possess the know-how to provide the

Cognitive 12 Knowhow service as promised.
Trust - - - -
CT3 Professionalism This .Web site seems to be a professional package tour service
provider.
CT4 Trustworthiness This Web site service seems to be trustworthy.
This Web tour company does not seem to have sufficient
Lack of knowledge . . .
CD1 : knowledge and skills to provide the package tour service as
and skill . . .
written on its website.
Cognitive

This Web site does not seem to possess the know-how to provide

Distrust | CD2 | Lack of know-how . .
the service as promised.

This Web site looks amateurish; thus, I am suspicious of its

D A i
D3 mateurism capability to provide the service.

This Web site will sincerely understand my anxiety about the

AT1 Sinceri . .
' ty tour, and try its best to reduce it.

Affective

Trust AT2 Emotional bond I would feel a sense of loss if I could no longer purchase from

this Web site.

AT3 Responsiveness This Web site will respond to my problems or questions caringly.
I am afraid of the damage the future business conduct of this
AD1 Fear . .
Web site may bring.
Affecti
LocHve . I am suspicious that this Web site will respond to my interest
Distrust | AD2 Suspiciousness . . .. . .
in the product with vicious intentions.
AD3 Anxiety I worry that this Web site might not care about my business.
PI1 I am positive toward buying this product.
Purchése P12 I have the intention of buying this product.
Intention
PI3 I think the buying this product is a good idea.
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