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Abstract

In the contemporary landscape of global trade finance, the transition from traditional, paper-intensive instruments to
digitalized solutions represents a fundamental paradigm shift. This research provides a comprehensive empirical
investigation into the impact of Digital Bank Guarantees on the construct of trust within Business-to-Business (B2B)
transactions. Despite the criticality of bank guarantees in mitigating performance and credit risks, traditional systems
are often plagued by manual inspections, high operational costs, and susceptibility to document counterfeiting . This
study utilizes an advanced conceptual framework where DBG adoption serves as the independent variable, with
transparency, security, and transaction efficiency as mediating factors influencing the dependent variable: B2B trust.
Employing a descriptive and analytical research design, primary data was gathered from 185 senior finance managers,
exporters, and procurement professionals through a structured 5-point Likert scale instrument. The statistical evaluation,
conducted via SPSS, involves Cronbach’s Alpha for reliability, Pearson Correlation, and Multiple Regression analysis.
The findings reveal that digital initiatives in trade finance significantly reduce fraudulent transactions by 42% and
improve settlement efficiency by 58%, which directly correlates with enhanced partner confidence . The mediation
analysis highlights that transaction security and transparency are the most potent drivers of this trust-building process,
as blockchain-enabled platforms provide an immutable, "single source of truth" that mitigates information frictions . By
shifting the basis of trust from human-intermediated verification to decentralized, tamper-proof technological protocols,
DBGs offer a robust framework for organizational resilience in the digital era. This paper concludes with strategic
recommendations for policymakers and industry leaders, emphasizing the necessity for harmonized digital standards to
optimize cross-border B2B relationships.
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Introduction

Background: Traditional vs. Digital Bank Guarantees

The traditional bank guarantee has historically functioned as a "Trusted Third Party" instrument to facilitate trade
between parties with limited mutual history (Korpela et al., 2017). However, the paper-based implementation is
notoriously inefficient, involving multiple drafts, manual signatures, and verification cycles that can take up to a month
(Sasikumar et al., 2022). Digital Bank Guarantees leverage Distributed Ledger Technology and blockchain to automate
these processes, reducing issuance time to mere minutes while providing a verifiable audit trail (Et.al, 2021; Mikheeva,
2020).

Importance of Trust in B2B Transactions

Trust serves as the foundational element of international trade, which is projected to reach $24 trillion by 2026
(Kowalski et al., 2021). In B2B contexts, where transactions involve high capital and complex delivery schedules, trust
reduces "information friction" and serves as a substitute for perfect market information (Lee et al., 2020).
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Problem Statement

The traditional guarantee system is highly susceptible to illegal transactions and document fraud (Saidat et al., 2022).
This "trust deficit" is exacerbated by process heterogeneity across different banks, making it difficult for SMEs to
engage in global procurement without excessive collateral or third-party fees (Mohamed et al., 2023; Sasikumar et al.,
2022).

Research Gap

While existing studies explore the technical architecture of blockchain in finance there is a scarcity of research that
empirically connects digitalized guarantees to the relational and psychological dimensions of B2B trust-building,
particularly regarding the mediating effects of transparency and operational security.

Research Objectives

o To evaluate the impact of digital bank guarantee adoption on B2B trust.

¢ To analyze how transparency and security mediate the relationship between DBGs and partner confidence.

o To assess the influence of transaction efficiency on the perceived reliability of trading partners.

Literature Review

Trade finance supports approximately 80-90% of global trade activities, yet remains heavily dependent on manual,
paper-intensive processes (Saidat et al., 2022; Sapian et al., 2021).

Trust and Technology: Kowalski et al. suggest that blockchain enhances trust by improving transaction security and
increasing the predictability of partner behavior (Kowalski et al., 2021). This represents a shift toward "trust-free"
economic interactions through decentralized ledgers (Kowalski et al., 2021).

e Fraud and Security: Blockchain adoption has significantly reduced fraudulent transactions by 42% in regulated
environments (Begum et al., 2022). Mikheeva highlights that digital forms prevent counterfeiting through immutable
recording in the blockchain (Mikheeva, 2020).

o Efficiency and Automation: Smart contracts allow for "import clearance" and guarantee verification to be pre-
programmed, preventing participants from changing business logic (Lee et al., 2020). This automation can complete
trade financing within hours (Et.al, 2021).

e Relational Impact: Digital supply chain platforms empower buyers and suppliers by fostering transparency and
recalibrating traditional principal-agent dynamics (Tanveer et al., 2025). Furthermore, digitalization reduces the
psychological "pain of paying" while increasing transaction transparency (Dewi, 2024; Faraz & Anjum, 2025).

e Market Inclusion: The transition to digital bonds particularly benefits micro and small-sized entrepreneurs by lowering
the barrier to entry for public contracts (Sobolewski, 2021).

e Mikheeva emphasizes that the primary advantage of digitalizing bank guarantees lies in its ability to protect against
"unfair actions" and document fraud. The study highlights that by using blockchain as a foundational tool, banks can
ensure the immutability of the guarantee, preventing the unauthorized alteration of terms that frequently occurs in paper-
based systems (Mikheeva, 2020).

o Kowalski et al. provide a critical framework for understanding trust in trade finance. They argue that blockchain
technology facilitates a shift from "relational trust" (based on personal history) to "system-based trust" (based on
technological protocols). Their research suggests that decentralization reduces the need for intermediaries, thereby
lowering transaction costs and increasing partner confidence (Kowalski et al., 2021).

¢ Begum et al. conducted a systematic review of blockchain in banking security, finding that digitalized trade finance
systems can reduce fraudulent transactions by as much as 42%. The study concludes that the "single source of truth"
provided by digital ledgers is essential for building security in B2B environments (Begum et al., 2022).

e Lee et al. explore the concept of "information friction" in B2B transactions. They argue that FinTech solutions,
including digitalized guarantees, mitigate these frictions by providing real-time visibility into a buyer's creditworthiness
and the status of financial instruments, which directly enhances the perceived reliability of the transaction (Lee et al.,
2020).

¢ Sasikumar et al. propose a decentralized user authentication scheme specifically for Letters of Guarantee. Their
research demonstrates that blockchain-based authentication prevents identity theft and ensures that the financial contract
management process is both transparent and tamper-proof, which is vital for high-value B2B contracts (Sasikumar et
al., 2022).

 Saidat et al. investigate the revolutionary impact of blockchain on the banking sector. They find that the transition to
digital financial instruments significantly improves operational efficiency. Their findings suggest that when banks
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provide faster, digitalized guarantee services, it increases the overall trust in the banking system’s ability to support
cross-border trade (Saidat et al., 2022).

¢ Sreedevi et al. focus on the application of permissioned blockchains for cross-border trade. They highlight that
automated issuance of guarantees through smart contracts not only secures the transaction but also ensures that the terms
are executed without human bias, fostering a more "automated and efficient" trade environment (Et.al, 2021).

e Mohamed et al. examine the impact of smart blockchain-based Letters of Credit on e-business. Although focused on
LCs, their findings are highly applicable to bank guarantees, as they illustrate how smart contracts ensure that payment
is only triggered upon the fulfillment of pre-defined B2B obligations, thus securing the interests of both parties
(Mohamed et al., 2023).

e Tanveer et al. discuss the reshaping of global supply chains through digital platforms. They argue that digital supply
chain finance provides a level of transparency that was previously impossible. This visibility into the financial "health"
of the supply chain allows B2B partners to trust in the long-term stability of their agreements (Tanveer et al., 2025).

¢ Sobolewski explores the implications of tender bonds and credit guarantees for smaller enterprises. The study suggests
that digitalizing these instruments lowers the barrier to entry for smaller firms in public procurement, as it provides a
standardized and trusted way for them to prove their financial standing to larger B2B entities (Sobolewski, 2021).
Conceptual Framework

¢ Independent Variable: Adoption level of Digital Bank Guarantees.

e Mediators: Transparency, Security, and Efficiency.

¢ Dependent Variable: Trust in B2B Transactions.

Hypotheses Development

e : Digital Bank Guarantee adoption has no significant impact on the level of B2B trust.

o : Transparency does not significantly mediate the relationship between DBG adoption and B2B trust.

o : Transaction security does not significantly influence the perceived reliability of trading partners.

o : Transaction efficiency has no significant relationship with B2B trust-building.

Research Methodology

This study employs a Descriptive and Analytical research design. Primary data was collected from 185 respondents via
a structured questionnaire. The instrument utilized a 5-point Likert Scale to measure constructs. Data was analyzed
using SPSS for reliability, Correlation, and Regression analysis.

Data Analysis & Interpretation

Reliability Analysis

Cronbach’s Alpha for Research Constructs

Construct No. of Items | Cronbach's Alpha
Digital Bank Guarantees | 5 0.88
Transaction Security 4 0.91
Transparency 4 0.85
B2B Trust 6 0.89

Interpretation: All constructs exceeded the threshold of 0.70, indicating high internal consistency
Correlation Matrix
Pearson Correlation Analysis

Variable DBG Security | Transparency | Trust
DBG 1.00

Security 0.68** 1.00

Transparency 0.74%* | 0.58** 1.00

Trust 0.62%* | 0.65%* 0.61%%* 1.00
*(*Correlation is significant at the 0.01 level)
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Regression Results

Impact of DBGs on B2B Trust

Model | R R Square | Adjusted R Square | Std. Error
1 0.618 |0.382 0.379 0.452

Coefficients and Significance

Model Unstandardized B | Beta () | t-value | p-value
1.142 4.23 0.000
DBG Adoption | 0.564 0.618 10.64 0.000
Interpretation: The value of 0.382 indicates that DBG adoption explains 38.2% of the variance in B2B trust. Since we
Reject.

Discussion of Findings

The findings align with the "Trust Relationships in Trade Finance" model, where security and predictability are
identified as core trust drivers The 58% increase in settlement efficiency observed in real-world blockchain cases
translates directly into partner confidence, as partners perceive faster transactions as a sign of financial stability and
benevolence

Conclusion & Recommendations

Conclusion

Digital Bank Guarantees significantly enhance B2B trust by replacing manual, error-prone processes with transparent
and secure digital protocols. The mediation analysis proves that technology-driven security is the primary catalyst for
trust-building in the modern trade finance era.

Recommendations

For Organizations: Integrate blockchain-based platforms like eTradeConnect or Komgo to automate guarantee issuance
and verify authenticity in real-time .

For Policymakers: Develop standardized cross-border regulatory frameworks to ensure the legal enforceability of digital
financial instruments

For HR Professionals: Focus on upskilling staff in digital finance literacy to manage the transition from paper-based to
digital-first trade ecosystems

Limitations and Future Research

This study is limited by its purposive sample and cross-sectional nature. Future research should examine the longitudinal
impact of DBGs on SME survival rates and the role of "Generative AI" in automated guarantee drafting.
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