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[Abstract]

Recent advancements in generative artificial intelligence (Al) have significantly expanded human—Al interaction across digital
ecosystems. However, these systems are inherently susceptible to hallucinations, producing plausible yet factually incorrect
information. This study investigates the influence of disclosure of such hallucination risks on user perceptions and trust formation.
A 2 x 2 factorial experiment was conducted with 130 participants, in which hallucination disclosure (disclosure vs. no disclosure)
and interface type (virtual human vs. text-based chatbot) were manipulated. The results show that hallucination disclosure has
opposing effects: it increases perceived transparency but decreases perceived competence. Both perceived transparency and
competence positively influenced user trust, whereas the direct effect of disclosure on trust was not significant. The effect of
disclosure on perceived transparency was more pronounced within the virtual human condition. These findings reveal a
transparency paradox, highlighting the critical roles of communication strategies and interface design in shaping user trust in
generative Al systems.
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Table 1. Descriptive statistics and reliability (N = 130)
Variable Mean | SD Cronbach’s a
Perceived Transparency 5.03 0.98 0.86
Perceived Competence 5.04 0.91 0.88
Trust 5.18 0.95 0.90
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Table 4. Regression results for mediation and moderation

Path B SE p
Disclosure — Transparency 42 | .09 | <.001
Disclosure — Competence -.28| .11 .015
Transparency — Trust .41 | .07 | <.001
Competence — Trust .36 | .08 | <.001

Disclosure — Trust .09 | .07 .18

Agent Type X Disclosure — Transparency 21 | .10 .03

B 5. 0HET 3 =HE oiEne] FEAEY 24 Zn}

Table 5. Bootstrap results for mediation and moderated

mediation effects

Effect B SE 95% Cl
Indirect (Transparency) A7 | .05 | [.09, .27]
Indirect (Competence) -10| .04 [__'0129]’
Conditional Indirect (Virtual Human) 23 | .06 | [.12, .36]
Conditional Indirect (Text Chatbot) 12 | .04 | [.04, .21]
Index of Moderated Mediation .08 | .03 | [.02, .16]
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