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This research examines biases impacting trust formation in online environments. Borrowing from literature on person perception, we

predict that consumers will exhibit more negative bias for information regarding sellers’ integrity than information regarding sellers’

competence. Our hypothesis is confirmed in two experiments utilizing numeric seller ratings and text reviews.
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This research examines biases in the formation of trusting beliefs and intentions in an online environment. Interactions with unfamiliar 
sellers contain an element of uncertainty and risk (Reichheld and Schefter 2000), but modern consumers have access to various forms 
of information to help resolve this uncertainty, including online consumer reviews. Empirical studies have demonstrated a negativity 
bias whereby even a limited number of “bad” reviews from prior consumers have stronger impact than good reviews on sales and price 
premiums (Ba and Pavlou 2002; Chevalier and Mayzlin 2006). However, measurements of trust and corresponding beliefs are generally 
unavailable in secondary data. On the other hand, survey-based studies in the trust literature have tended to measure relevant constructs 
without regard to potential biases. To address this gap, we take an experimental approach and ask the following: Do consumers exposed 
to online reviews of a seller exhibit bias in the formation of trusting beliefs and intentions? If so, is the bias always negative? Drawing 
upon prospect theory and models of person perception, we propose that although consumers may exhibit a general negativity bias, the 
magnitude of this bias will depend on the dimension of seller behavior involved.

That tendency to weigh negative information more heavily than positive information has been established as a general principle 
of human judgment (Baumeister et al. 2001; Rozin and Royzman 2001). This tendency follows directly from Kahneman and Tversky’s 
(1979) prospect theory, which posits that people derive value from gains and losses according to a nonlinear “value function” that is 
concave for gains and convex for losses; losses loom larger than gains. Applied to the risky environment of e-commerce, consumers 
will be more concerned with potential losses than with potential gains. In particular, when considering positive and negative information 
related to the trustworthiness of a seller, they will overweight the negative information, and this bias will subsequently lead to more 
negative trusting beliefs and eventual intentions

However, evidence from the arena of person perception suggests that when judging others’ behavior, “bad is not always stronger 
than good”. For example, Skowronski and Carlston’s (1987) category diagnosticity model separates person-relevant information into 
‘competence’ and ‘morality’ domains. The model suggests that most individuals possess schemas in which moral people exhibit moral 
behaviors all the time; therefore, a single immoral behavior is a reliable indicator of immorality. The same is not true for competence, 
where even competent individuals occasionally fail; a single success is a more reliable indicator of competence, while a single failure 
is generally discounted. Online trust literature also breaks trusting beliefs into “competence” and “integrity” dimensions among others 
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(McKnight, Cummings, and Chervany 1998). Applying this domain-specific approach to the current setting, we predict that consumers’ 
trusting beliefs pertaining to a seller’s integrity will be more negatively biased than their trusting beliefs pertaining to a seller’s competence.

We conducted two studies to test our hypothesis in a typical e-commerce setting involving word-of-mouth. Study 1 presented 36 
undergraduate participants with aggregated profile ‘ratings’ regarding different characteristics of online sellers. The study utilized a 2 
(profile dimension: competence, integrity) × 2 (store rating manipulation: treatment, control) within-subject design. Participants were 
told that they were shopping for a camera and asked to read profiles summarizing consumer reviews of four different online stores. 
Each store’s profile was composed of two sections, one related to competence and the other related to integrity; each section listed 
three relevant items along with an average rating for each item. All ratings were presented using a 5-point “smiley face” scale ranging 
from “very negative” to “very positive”. The ratings for treatment stores’ first profile section were (0, -2, 2) or (0, 2, -2), while those for 
control stores were all neutral; ratings in the second profile section were identical between treatment and control stores. Participants 
were asked their competence and integrity beliefs after the first profile section, and their overall trust and purchasing intention after the 
whole profile of a store. As predicted, results indicated that negativity bias implied by a lower evaluation of the treatment stores was 
not universal, but rather depended on the category of seller behavior involved. Participants in the integrity condition were negatively 
biased in their trusting beliefs, overall trust and purchasing intention; however, none of these biases were significant for participants in 
the competence condition.

Study 2 extended our investigation from simple, numeric seller ratings to the more elaborate domain of written reviews. The study 
involved a mixed design in which participants were asked to read five consumer reviews about a particular online store before deciding 
whether to buy a camera from that store. The first three ‘baseline reviews’ were the same for all participants and had been pretested to 
be neutral in their implications regarding the sellers’ competence and integrity. Next, participants read two additional ‘treatment’ reviews 
pertaining to either competence or integrity, depending on condition. The two treatment reviews were pretested to be opposite in valence 
and similar in extremity. In order to capture belief changes, participants were asked to report their trusting beliefs and overall trust before 
and after reading the two treatment reviews. Analysis of belief changes revealed that as predicted, both groups exhibited significant 
negativity bias, but the extent of bias was dramatically greater for the integrity condition. Furthermore, analysis of overall trust revealed 
a negativity bias for participants in the integrity condition, but no significant bias for the competence condition.

This research contributes to literature on trust formation and e-commerce in several ways. Theoretically, we break new ground 
by identifying the existence of negativity biases in the formation of trusting beliefs and intentions and by exploring whether “bad is 
always stronger” in B2C commerce. Our studies indicate that although negativity bias does impact trust formation in this setting, it is 
much more prevalent for information regarding sellers’ integrity than for information regarding their competence. Our results also have 
practical implications for retailers seeking to establish trust among potential customers: e.g., negative word-of-mouth regarding integrity 
is particularly difficult to overcome, and should be handled proactively.
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Extended Abstract
The advent of the internet has brought major changes to the way consumers search for information and express their opinions 

about products or services. Message boards, blogs, user review websites, etc. have become increasingly important for today’s online 
consumers to exchange opinions and experiences related to both companies and their offerings. Although online reviews have been 
mainly perceived to be anonymous, recent improvements in the design of websites have enabled individuals to have different degrees of 
profile disclosure (picture, name, age, gender, short biography) which, contrary to the general assumption in the word of mouth literature, 
introduces cues on which consumers can rely and base their judgments on. We conduct a study to investigate whether the perceived 
homophily between the reader and the reviewer has any impact on the influence of the word of mouth message. Homophily is defined 
as “the degree to which pairs of individuals who interact are similar with respect to attributes, such as beliefs, values, education, socials 
status, age, gender, lifestyle, etc”(Rogers & Bhowmik, 1970). We also seek to qualify this effect by focusing on the different nature 


