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Abstract

Abstract

Purpose - The research on trust, and specifically on trust measurement, has increased
significantly over recent years. Although the importance of trust has reached theoreticians, as well
as practitioners, the conceptualization, and particularly the measurement, of trust is under-
explored within the field of management science. In addition, most trust measurement instruments
were designed to suit a specific purpose or situation and therefore are too narrow in focus. Thus,
the aim of this study is to conceptualize an appropriate measurement approach for customer trust
that improves the practicability of trust measurement for various organizational settings. The focus

is therefore to develop an instrument relevant for practitioners, as well as for theoreticians.

Design/methodology/approach — After a literature review on relationship management, customer
retention and customer trust, this research identifies current shortcomings in trust measurement:
chiefly that current trust measurements are not flexible enough to be applied to various customer
situations. Following a pragmatist research philosophy, this research first integrates two well
established models of trust measurement and secondly expands this to create a more flexible and
nuanced framework and instrument of customer trust measurement. The instrument is designed
to measure the current and expected level of customer trust, as well as the economic intention
and intra-personal level of trust. Three large scale test are conducted in cooperation with three
German-based companies, covering non-durable, durable goods and services categories. Various
segmentation criteria are applied. With the help of statistical analysis the various level of trust are

linked to the intra-personal level of trust, as well as the economic-intent of the customer.

Findings — The results from the three large scale studies indicate that the customer trust
measurement instrument produces robust results. The instrument can be adjusted to each
company‘s needs to measure the current and expected levels of customer (and non-customer)
trust. Furthermore the current and expected levels of trust can be measured on a factor-,
dimensional- and overall basis. Various segmentation criteria related to target groups can be
applied. The overall level of trust can be linked to the economic intention of a customer group, but

the indications are too weak to link trust to the intra-personal level of customer trust.

Originality/value — To the best of my knowledge, there is no customer trust measurement that
combines the measurement of trust in an trust object (trust dimension) and trust characteristics
(trust building factor) to provide one trust measurement scale. However, by combining these two
entities a trust measurement instrument gains the necessary flexibility and nuance to be used in

various situations to measure customer trust. This step seems to be adequate because recent




Abstract

research concluded that this would be the “conditio sine qua non” for a useful measurement in
trust research. Furthermore, all previous models and instruments only measure the current level of

customer trust and do not link the level of customer trust to economic intention.
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Chapter 1: Introduction

Chapter 1

Introduction

In today‘s continuously changing market environment, a company's welfare strongly depends on
its understanding of the customer (Chikweche, 2013). Seller markets are changing more and more
into buyer markets (Scheer & Loos, 2002) and consumers‘ increases power. The key to success
therefore is to build long-term relationships with customers and to focus on win-win situations for
both the company and the customer. Among many other benefits, long-term relationships lead to
a higher level of profitability because serving a retained customer is more cost efficient than
acquiring new customers (Reichheld & Sasser, 1990; Verhoef, 2003; Edward & Sahadev, 2011).
However, what theoreticians seem to have known for some time, is that it is not as easy to

implement this in practice.

As Sin et al. (2005) and Dowell & Morrisson (2013) highlight, existing research about relationship
management does not identify and operationalize the most important key components of
customer retention, although there are many papers researching successful relationships.
However, the term customer relationship management has become little more than a buzz-term
(Lantieri & Chiagouris, 2009). Practitioners’ efforts to create long-term relationships with
customers are often too short-sighted, or one-sided, to be adequate in today's saturated markets

(Palmatier, Dant, Grewal, & Evans, 2006).

Recently, trust has gained growing attention within the context of applied science (Kenning, 2008).
Especially research on trust measurement, has increased significantly over recent years. There are
many authors stating that trust can be seen as one of the key factors leading to successful long-
term relationships (Dwyer & Schurr, 1987; Doney & Cannon, 1997; Morgan & Hunt, 1994;

Palmatier et al., 2006, Dowell & Morrison, 2013) and consequently as one of the most effective
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and relevant concepts within relationship management (Danesh, Nasab, & Ling, 2012; Berry,1995;
Morgan & Hunt, 1994; Ranaweera & Prabhu, 2003). In particular, trust appears to be one of the
most important issues in life as humans need trust to overcome uncertainty and to build
relationships with others (Luhmann, 1979). Consequently, customers appear to seek long-term

and trusting relationships with companies to save energy and time (Jain & Bagdare, 2011).

However, the conceptualization and the measurement of trust is under-explored within the field of
management science and therefore still subject to further research (Li, 2007; 2012; Dowell &
Morrison, 2013). Consequently, practitioners still seek to answer questions such as “what exactly

is trust?”, “how does it work?” and “how can it be given and gained?”.

Therefore, the motivation of this work is to provide scientifically based knowledge on trust for
scholars and practitioners. Especially practitioners are in need of the understanding of how trust
works, how trust influences customers’ retention and how the advantages of trust can be used in
daily business. As management trainee of a large german retailer, the author of this work
experienced a company‘s perception of customer orientation and how the creation of customer
retention was pursued. An initial research indicated that many companies had wrong perceptions
of customer retention and how to engage with the customer. These findings were aggravated
during the process of finding companies to participate in this research: three out of 18
approached managers acknowledged the necessity to approach the customer in a new way to
create customer retention. These three companies also participated in this study. Hence, this
research is meant to be a practical approach, a framework to lay the foundation for a better

customer service of companies.

1.1. The research problem

The research problem of this study is twofold and consists of theoretical and practical

components.

The theoretical part of the problem can be found in trust research itself. Until now, literature on
trust is widely fragmented, so that no homogeneous definition of trust could be agreed on. Trust
definitions are usually customized to the field and subject of research. This consequently leads to
a limited conceptualization of trust measurements, which only serves the specific context and
situation. Because of their inflexibility these trust measurements cannot be adapted to different
situations, which also questions their generalizability. Even in the broader context of a field such
as management science, trust measurement instruments are too specific and inflexible and

therefore suffer from applicability.
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The practical component of the research problem was induced through changing market
environments. Saturated markets led to rising customer fluctuation. Means and measures
introduced to create customer loyalty and ultimately retention cannot be seen as adequate
anymore, because they primarily focus on building switching barriers for the customer, instead of
engaging true customer relationships. Due to their ineffectiveness, companies have widely
increased expenditures on marketing with the aim to lower customer fluctuation and improve
customer trust and retention (Kenning 2008). To be able to boost the effectiveness of their
marketing activities and to increase customer retention, companies need a practical approach to

operationalize trust measurement.

In conclusion, the practical issue of the problem is closely related to the challenges of science to
provide a more flexible instrument of trust measurement. To the best of my knowledge, up until
now there is no instrument for customer trust measurement that provides the needed flexibility to

produce robust and generalizationable results for academia and practice.

1.2. Research aim and objectives

Following the identified research problem, the aim of this study is to build an instrument for
customer trust measurement, which provides the needed flexibility and robustness for academia

and practice.

According to McEvily (2011), to provide such a model, “the contextual approach, would seem to
require (1) a fairly comprehensive understanding of trust that specifies the different features of
context and their relevance for circumscribing trust and (2) a set of customized measures
designed to capture each specific type of trust” (McEvily, 2011 p. 1269). Within the literature
review two existing and well tested models of trust measurement are identified to meet these
objectives and these two models are then integrated. The comprehensive literature review, and
the proposed models by Plank et al. (1999) and Pirson (2007), may lead to a model that fulfils the
requirements as described by McEvily (2011).
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To be able to reach the research aim of this study, the following general research questions are

pursued:
A. Is it possible to develop a comprehensive understanding of trust?
B. Is it possible to conceptualize an appropriate measurement instrument for customer trust

that improves the practicability of trust measurement?

C. If it is possible to develop a new instrument of trust measurement, how will it provide a more

nuanced and flexible instrument of trust measurement?

D. Is it possible to measure trust within different consumer product categories (industries) to

show the flexibility of the framework?

E. Is it possible to segment different customer groups and measure trust within these groups to

demonstrate the flexibility of the framework?

1.3. Contextualizition

1.3.1. Customer retention

Within the field of relationship management, relationship retention is mentioned by many authors
as being the most important objective (see Swift, 2001; Zineldin & Philipson, 2007). While some
relationship management researchers on the one hand seek to conceptualize relationship
development, others try to investigate customer retention in the field (Bruhn & Georgi, 1998).
According to Jeng & Baily (2012) customer retention can be described as a “customer engaging in
a contract, either formal or informal, over a period of time, which includes repeated
transactions” (p. 1572). Consequently, customer relationship management cannot be successful
without retained customers. As described earlier, many companies fail to establish long-term
relationships and therefore to retain customers effectively. In order to derive a conclusion about
customer retention relevant for practitioners, the most important issues around the creation of
customer retention are explored in the following. In particular, the factors leading to retained

customers are examined.
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1.3.2. Factual and psychological retention

The literature describes two main categories of customer retention. Homburg et al. (2008)
differentiate between factual and psychological retention (see also Meffert & Backhaus, 2008).
Factual retention relates to all forms of retention that are situative, ecological, techno-functional or
contract driven. Psychological retention, however, is based on emotional attachment of a
customer (Meffert & Backhaus, 2008). Consequently, the first can be described as externally
motivated retention and the second as internally motivated retention. These two kinds of retention
lead to two differentiable sorts of relationship: by using externally driven techniques the provider
of a good or service tries to build up barriers to prevent the customer from changing to
competition or determining the business relation (Garcia et al., 2006). Therefore, external
motivated retention leads to the bondage of customers, whereas internal motivated retention
leads to involvement and commitment of the customer. Psychological retention can be referred to
as the condition in which the customer gets involved of their free will and feels obliged to stay in

the relationship for a certain period of time (Meffert & Backhaus, 2008).

Because externally motivated retention can only lead to customer retention as long as
economical, technologic-functional and contract driven retentions are effective, companies should
focus on the establishment of psychological retention, fostered by high customer satisfaction (see
Diller, 1996; Lorbeer, 2003; Bruhn, 2011). This finding is of utmost importance for this thesis as it
emphasises the importance of factors leading to emotional retention, which will be investigated in

the next section.
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1.3.3. The principle of customer retention

With regard to the customer lifetime cycle, customer retention is the most important important
aspect within the design of relationships. Homburg & Bruhn (2008) describe the determinants of

customer retention in a model, that can be seen in the following figure.

The model presents the functional chain of customer retention, leading from first contact through
customer satisfaction and customer loyalty to customer retention and long-term economic
success (Reinartz & Kumar, 2003; Homburg & Bruhn, 2008; Bruhn, 2011; LeuBer et al., 2011). As
can be seen in the model, after the first contact of the customer with the company, the customer

evaluates their experience and develops a personal satisfaction level (see fig.1).

Personal satisfaction can then lead to customer loyalty, which is characterised by acceptance, a
positive attitude and trust. Customer loyalty then results in customer retention when the
customer's purchasing behaviour changes in favour of the company. This includes additional
purchases of products sold by the same company or positive recommendations. Thereby,

economic success can be achieved (Homburg & Bruhn, 2008).

To get a clearer understanding of this relationship within the field of customer retention, it is
necessary to analyse the concept and relationship of “satisfaction” and “loyalty” within literature in

more detail.
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1.3.3.1. From customer satisfaction to loyalty

According to Jeng & Bailey (2012) customer satisfaction refers to “a consumer’s assessment of all
the interactions they have with the products and services from a provider, relative to their
expectations” (p.1572). In other words, satisfaction can be achieved by meeting the customer's

expectations (Rapp, 1995; Zeithaml et al., 1988).

Within this context, Rapp (1995) states that there are five fundamental characteristics to customer
satisfaction: technical product quality, service quality, reputation quality, personal relationship
quality and price sensitivity. More recent research regarding satisfaction was conducted by Diez
(2006), who divided customer satisfaction into a factual and a chronological dimension. Factual

aspects are divided into: purchase-, product- and after-sales service satisfaction:

(1) Purchase satisfaction implies the customer’s satisfaction with the purchase process itself and
the customer care immediately after the purchase.

(2) Product satisfaction relates to customer expectations as well as customer experiences with the
purchased product.

(3) The satisfaction with the after-sales service corresponds with service efforts made by the

company in the long run after the purchase.

The chronological dimension can be divided into transaction oriented and relationship orientated

satisfaction.

(1) Transactional oriented satisfaction applies to customer satisfaction as a result from a single
transaction e.g. by purchasing a new product.
(2) Relationship oriented satisfaction relates to customer satisfaction resulting from numerous

repeated interactions between organisation and customer (Diez, 2006).

Within these models, customers are seen as the best judge of their own personal satisfaction,
basing their judgement on rational criteria (Jeng & Bailey, 2012). Consequently, whenever the
customer feels that their experience was positive, the result is a personal level of satisfaction.
Traditionally, this personal satisfaction has been recognised as the key variable leading to
customer loyalty and customer retention (Danesh et al., 2012). However, there are authors
suggesting other components, for example trust and commitment, are needed to go beyond
satisfaction and thereby to be a more reliable component leading to long-term relationships
(Morgan & Hunt, 1994; Lee & Kim, 1999; Ranaweera & Prabhu, 2003; Lin & Wu, 2011; Agrawal,
Gaur, & Narayanan, 2012; Danesh et al., 2012). These propositions will be investigated further in

the following examination of loyalty and its development.
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1.3.3.2. From customer loyalty to retention

Loyalty can be described as behaviour containing various forms such “as relationship
continuance, cross-selling, up-selling, and word of mouth or customer referral (recommendation)”.
(Pezeshki, 2009, p. 35)

In literature the term loyalty is often used as a synonym for satisfaction and retention (Pezeshki,
2009). Nevertheless, the differentiation of these terms and the concepts behind it is of utmost
importance to develop reliable measures in relation to a company's objectives. A company's
customer retention rate for example is utilised to estimate the customers' switching tendency
(Pezeshki, 2009). Customer loyalty, in contrast, is a more theoretical approach. Loyal customers
are emotionally attached and the bond between customer and company is based on free will
(Lehr, 2006; Pezeshki, 2009). Consequently, as the emotional attachment component is missing
when customers buy products out of convenience, the customers may be retained but not loyal
(Pezeshki, 2009). Finally, as mentioned previously, satisfaction is one of the components leading
to loyalty and loyalty can only exist if both parties are satisfied in relation to regarding their
objectives (Dick & Kunal, 1994).

However, the concept of loyalty development seems to be more complex and satisfied customers
cannot be seen as a guarantee for loyal customers (Agrawal et al., 2012). In order to move from
customer satisfaction to loyalty, many authors highlight the importance of commitment (see
Anderson & Weitz, 1992; O‘Reilly & Chatman, 1996; Semlinger, 2006; Huber, 2006; Agrawal et al.,
2012). Commitment sums up the customer‘s desire for a long lasting relationship towards the
company (Anderson & Weitz, 1992). Authors like O‘Reilly & Chatman (1996) add that even when
short term disadvantages may occur, commitment describes the willingness to overcome this
stage and to work towards long-term benefits within this relationship (Dwyer & Schurr, 1987). In
other words: satisfied customers only behave loyally when their basic attitude towards the
company is positive and customers believe that the company will satisfy the customer's
expectations in the future (Dwyer & Schurr, 1987; Huber 2006). This belief in the fulfilment of

expectation can be defined as ‘trust’ (Doney & Cannon, 1997; Mayer, Davis, & Schoorman, 1995).

Consequently, commitment can be seen as a customer's intention to engage into a relationship
and to be loyal, based on trust in the company‘s ability to satisfy the customer in the future (Dwyer
& Schurr, 1987). This is supported by Agrawal (2012), who states that satisfaction first has to drive
trust, which then drives commitment, resulting in loyalty. Lin & Wu (2011) suggest that satisfaction,
trust and commitment are key components of relationship quality, a meta-construct defined as the
“degree of appropriateness of a relationship to fulfil the needs of the customer” (Hennig-Thurau &

Klee, 1997, cited in Lin & Wu, 2011 p. 536). The concept of relationship quality, consisting of
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satisfaction, commitment of trust differs significantly from previous concepts and is seen to be a
better predictor for loyalty and customer retention than for example pure service quality (Lee &
Kim, 1999; Lin & Wu, 2011; Agrawal et al., 2012).

It can be concluded that focusing on customer satisfaction does not automatically lead to loyalty
and customer retention (Morgan & Hunt, 1994; Lee & Kim, 1999; Ranaweera & Prabhu, 2003; Lin &
Wu, 2011; Agrawal et al., 2012; Danesh et al., 2012). Satisfied customers still can move to the
competition, as they only get engaged in a committed relationship when they trust in future
satisfaction. Hence, to keep customers engaged in a relationship rather than to switching to the

competition, trust in future satisfaction has to be established.

This notion is of utmost importance for this thesis. It can be seen, that companies willing to
engage in long-term relationships cannot do so by only focusing on the satisfaction of customer
needs and wants. Trust, leading to commitment is another important component, that companies
have to be aware of. Having described the development of relationships and the role of trust, the
next section will give an answer to the question why companies should seek to measure and

increase their customers level on trust in detail.

1.3.4. The benefit of customer retention to the company

The relevance of customer retention within relationship management can be seen in the objectives
of customer retention. As a main argument for customer retention the literature often
acknowledged positive economic effect. In addition to that, authors have identified all sorts of
other advantages. Gummesson (1997) argues that due to long lasting customer relations and
therefore increased level of customer retention, relationship management contributes to market
share, return on investment and the overall value of the company. He further states that
relationship management increases marketing productivity and profitability at the same time. The

reason for these effects will be explained in the following.

According to Bruhn & Georgi (2008) the advantage for a company to foster customer retention can
be divided into relationship related advantages and relationship neutral advantages. The first kind
of advantages encloses all aspects that emerge for a company from the fact that the customer
does not terminate the relationship. The customer obtains the relationship by selecting the same
company again and the company has the possibility to intensify the relationship more easily,
because it gets to know the behaviour of the customer. In return, the customers gets a deeper
knowledge about the products, the brands or the whole product range of one seller (Homburg &

Schéfer, 2000). Relationship neutral benefits on the other hand result from positive, as well as
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negative, communication by the customer. Positive or negative word-of mouth can have an
indirect effect on a company’s revenue (Garcia & Rennhak, 2006). Fig. 2 illustrates this distinction

and the related advantages.

In general, serving repeat customers is more cost efficient than acquiring new customers and
therefore customer retention leads to a higher level of profitability (Reichheld & Sasser, 1990;
Zeithaml, Berry, & Parasuraman, 1996; Verhoef, 2003; Edward & Sahadev, 2011). Grdnroos
(1990c) explains this phenomenon by proposing that customer retention leads to decreasing
marketing and sales costs. Retained customers can be seen as an “image-amplifier” as they often
talk about their shopping experience or the product itself (Winkelmann, 2008). They may even
recommend good products to friends and family (Winkelmann, 2008) or evaluate the product on
the internet (Lazeta, 2009). This form of advertisement is highly effective and also cost neutral.
Consequently, customer retention leads to a better external image due to positive word-of-mouth
of active customers, and thereby to a long lasting increase in staff morale and retention (Bove &
Johnson, 2000; Verhoef, 2003). Thereby, the level of stability and security within the company’s

external environment increases (Barnes, 1997).

In addition to the positive effect on word-of-mouth, there are other positive aspects regarding the
purchase behaviour of retained customers. First, retained customers can be seen as less price
sensitive as they do not tend to compare prices with competitors (Reichheld & Sasser, 1990;
Schiiller, 2005). An increase in sales price is often not that important or has no relevance at all.

Further, these customers are more resistant to comparable products or alternatives and often do
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not even consider offers by competitors. Second, customer retention leads to an increase in
cross-selling as a retained customer is created through satisfaction leading to loyalty (Foscht,
2002; Homburg & Bruhn, 2008; Shani & Chalasani, 1992; Winkelmann, 2008). The following fig.3
illustrates the assumed effect on costs and turnover, resulting from customer retention activities in

comparison to neutral behaviour.

Reichheld & Sasser (1996) further demonstrate the effect of customer retention in numbers. The
authors estimate the amount of emigrating customers of a company at 20% per year and
postulate that if companies could manage to only keep half of them their overall turnover would
double. Fig.4 illustrates the effect on companies profits as observed in an empirical study by
Reichheld & Sasser in 1996.

Although this investigation seems to be dated, recent studies support the general conclusion of
Reicheld & Sasser's research. US researchers found that that 12% to 15% of a company’s most
loyal customers are responsible for 55% to 70% of the organisation’s total sales (MillerAssociates,
2013). In addition, Bain Consulting argues that an average organisation loses 20% to 40% of its
customers every year and that reducing that number and thereby customer attrition by
approximately five percent can lead to increased profits by 25 percent to 85 percent depending on
the company. Consequently, improved customer retention by only one percent results in ten

percent cost decrease. (MillerAssociates, 2013)
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Furthermore, retained customers’ willingness to participate in a company’s survey or panel is
much higher than the willingness of new customers (Shani & Chalasani, 1992). Therefore, retained
customers can help to gather information about buying behaviour and participate in the creation
of a deeper level of customer retention (Pine, 1993). Juttner & Wehrli (1994) note that this
integration of the customers can lead to a faster, easier and more cost effective way to improve

internal customer related processes.
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1.4. Outline of the research

This thesis is divided into seven chapters. A short overview can be seen in the following figure.

1. Introduction

2. Trust

2.1 Conceptualization of trust

2.2 How trust is built

2.3 Where trust is placed

Theoretical stage

2.4 How trust is measured

3. Research methodology

3.1 Research Philosophy

3.2 Research framework

3.3 Sampling

3.4 Instrument development

Development stage

3.5 Theoretical testing sequence for the main test

3.6 Pre-test: testing the integration of the two models

- Testing stage -

4. Presentation of results

4.1. Study one:
non-durable goods

4.2.

Study two:
durable goods

4.3. Study three:
services

5. Discussion of the findings

Analysis stage

5.1. Trust measurement

5.2.

Trust elements

5.3. View on trust

6. Conclusion and implications for further research

Fig.5. Research outline
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Chapter 1: Introduction

Chapters two and three build the foundation of the theoretical background of relationship
management and trust. While chapter two reviews the current literature on relationship
management in theory and practice, and displays its implications on customer retention, chapter
three provides a literature review on trust, aiming to investigate trust definitions, how trust is built
and where trust is placed, before displaying how trust is measured. These steps are important
milestones on the way to identify shortcomings in current understanding, which this research, in

part, seeks to address.

The research methodology of this study is presented in chapter four. First, the philosophical
position that provides guidance for this research are identified, before the framework and
sampling methods of this study are outlined. Then, the process of instrument development are

displayed, concentrating on the description of the theoretical testing sequence and the pre-test.

Chapter five presents the results of the three large scale studies. In cooperation with three
multinational companies, trust was measured within the three customer product categories of
non-durable goods, durable goods and services. The first study was conducted in cooperation
with an multinational Italian chocolate manufacturer (non-durable goods). Within this study, trust
was measured within one customer target group in relation to one specific chocolate product and
one geographic location. Study two was conducted in cooperation with a multinational German
automotive manufacturer (durable goods). The study measured customer trust in three pre-
defined target groups in relation to a newly introduced car. The study was conducted at one
geographic location. Study three was conducted in cooperation with a large multinational German
insurance company. Trust was measured within three target groups in two geographical locations.

Customer trust was measured in general and not in terms of a specific product or product group.

The discussion of the findings are presented in chapter six. The findings of the three studies are
discussed alongside the proposed research questions and compared to the findings of the
literature review. The integration of the different findings from the previous chapters provides a
detailed understanding of the subject of customer trust measurement and helps to assess the

significance of the instrument of customer trust measurement developed in this research.

In chapter seven the research process is reviewed and the contribution to existing theory is
assessed further, before the limitations of the study and the suggestions for further research are

detailed. Ultimately, an overall conclusion is given to finalize this research.
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Chapter 2

Trust

“People in the UK trust a baked bean manufacturer more than the police, have greater faith in the
makers of corn flakes than in the Church, and more confidence in a high street retailer than in
Parliament”.

Henley Centre (1997/8): Planning for Social Change

The previous chapter revealed that trust in general can be seen as a very important factor for
developing and maintaining relationships with the customer, as trust fosters the emotional
attachment of individuals. In particular, trust is one of the most important issues in life and humans
need trust to overcome uncertainty and to build relationships with others (Luhmann, 1979). As a
consequence, with its roots within the field of socio-psychology, trust has gained attention in
many fields of research such as: philosophy, sociology, ethics, politics, information systems,
management, economics, law, market research and many more (see Morgan & Hunt, 1994;
Rousseau, Sitkin, Burt, Camerer, 1998, & Sztompka, 1999; Schoorman, Mayer, & Davis, 2007;
Bagdoniene & Jakstaite, 2009; Paliszkiewicz, 2011; Klaussner, 2012; Dowell & Morrison, 2013).

Although businesses seem to be aware of the importance of relationships, a lack of knowledge
about the establishment of trust prevents them being successful (Palmatier et al., 2006).
Practitioners still seek to answer questions such as “what exactly is trust?”, “how does it work?”
and “how can it be given and gained?”. Nonetheless, for the area of this research it only seems
important to focus on the fields of psychology, sociology and economy. The following chapter
investigates the concept of trust within these three areas, to gain knowledge about how trust is
developed in business relationships and in particular, to derive a conceptual approach to trust

measurement.
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2.1. Conceptualization of trust

In a first step, trust has to be defined to get a general understanding of the concept. However, as
many authors (e.g. Pirson, 2007; Castaldo et al., 2010, Bachmann, 2011; Pirson & Malhotra, 2011;
Li, 2012) state, the growing interest in trust has led to many differing concepts and definitions,
depending on the relevant science discipline. As a consequence, a collective definition of trust as
a basis for research, which is characterised through its universality and its general
operationalisability within various areas of research is still not available with in academic literature
(see Lorbeer, 2003; Paliszkiewicz, 2011; Li, 2012; Dowell & Morrison, 2013).

However, Koza & Lewin (1998) state that “for trust to be a useful concept, its principle
components must be identified before they can be operationalized and measured” (Koza & Lewin
1998, p. 259, cited in Li 2007). Having this in mind, some authors suggest first to acknowledge
context specific findings, as they are often integrated in management research and help to
understand the controversy in terms of the discussion on trust (Fladnitzer, 2006; Pirson, 2007;
Castaldo et al., 2010; Bachmann, 2011).

It becomes apparent that conflicting definitions and views on trust have to be acknowledged first
in order to provide a holistic assessment of the trust concept (Daley, 2009). Therefore, the
diffusion of conceptual approaches in different scientific areas will be addressed in the following

to get a general understanding of the ideas behind and around trust.

In order to answer the questions of what trust is, how trust is developed and how trust influences
behaviour, psychological and sociological literature is examined. As to the purpose of this thesis is
to develop a trust measurement approach useful to practitioners, trust in business relationships
and therefore trust in economics with specific focus at the micro level is of importance and will be

examined in addition to the three other areas.

2.1.1. Trust in psychology

The psychological contribution to the understanding of intra-personal trust is probably the most
important, as it is acknowledged and discussed in many current academic papers (e.g. Gennerich,
2000; Daley, 2009; Castaldo et al., 2010; Li, 2012). Within psychology, trust is seen as a
psychological trait of individuals, which depends on dispositional factors in combination with
personal experience and socialisation (Erikson, 1966; Rotter, 1980; Hardin, 2001; Freud, 2010;
Neumaier, 2010; Burkhardt, 2011).
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In general, there are two main approaches that have to be distinguished: the disposition-based
and the development-based approach to trust. Within the disposition-based theory, trust is seen
as genetic disposition, whereas the development-based theory sees the capacity to trust and to
mistrust as influenced by early childhood experiences (Deutsch, 1958; Lewicki & Bunker, 1995;
Burkhardt, 2011). Both approaches, disposition-based and development-based, are relevant for
economic research. Seeing trust as a personal disposition leads to the conclusion that trust is
enduring and independent from specific situations, whereas seeing trust as the result of a
continuous development process leads to the conclusion that trust can be “taught” over time (e.g.

by consistent behaviour) (Hock, 2012).

Further, psychologists also tried to derive a conclusion about why some people trust more than
others and how the general capability for trust is developed. Within this context, mistrust is

researched and analysed.

2.1.1.1. Mistrust

Mistrust in general is described as missing or low distinctive trust towards another person or
group (Buck & Bierhoff, 1986). It implies concern and anxiety and leads to the missing willingness
to accept a risk (Mellinger, 1956; Buck & Bierhoff, 1986). Therefore, individuals with a high level of
natural trust are more likely to trust others until solid evidence occurs that the other party is not
trustworthy (Rotter, 1980; Luhmann, 2000a).

Psychological researchers see the origin of mistrust in early childhood years and are of the opinion
that in particular traumatising events during the childhood (e.g. sexual abuse or violence in their
family) lead to a lack of trust, resulting in a universal distrust into the individual's social
environment (Erikson, 1963; Macias, Young, & Barreira, 2000). However, this theory is hard to
prove (Laucken, 2000) and some authors state that a child has at least to develop a basic form of
self-awareness to be able to trust or mistrust other people (Scheuerer-Englisch & Zimmermann,
1997).

The importance of mistrust is shown in the consequences, mistrust can have in relationships or
networks. In particular, mistrust can weaken the effect of social amplifiers (*attention,
commendation or criticism etc.), and therefore complicate the interaction with guardians (Hobbs,
1966). This is also supported by science of loneliness (Lobdell & Perlman, 1986; Schwab, 1997)
and has been further researched by Couch & Jones (1997). Couch & Jones found a negative
correlation between the UCLA-Loneliness Scale and their three interpersonal trust dimensions
based on the work of Russell et al. (1980).

Alexander H. Kreikenberg 17



Chapter 2: Trust

Within this context, Rotter (1980) distinguishes between high trusters and low trusters. Low
trusters seem to enter situations with a greater affinity to distrust, whereas high trusters encounter
the same situations with nearly naive trust. Yamagishi (2001) and Fichman (2003) show in their
studies, that there is a connection between the ability of a person to trust and their
trustworthiness. They observed that high trusters react strongly towards immoralities in a social
context and generally find it difficult to excuse these kinds of behaviour and failures. Further, high-
trusters are more likely to be a part of social interaction and because of that take greater risks that
could lead to exploitation. However, high trusters tend to have a high level of social intelligence to

be aware of these possible threats (Fichman, 1980, 2003; Yamagishi, 2001).

While the concept of trust has been of scientific interest for years, only little research has been
undertaken on distrust. Science has widely accepted that if trust exists there is always the

possibility of trust betrayal, which eventually can lead to distrust (McKnight and Chervany; 2000).

Authors like Deutsch (1958) and Rotter (1980) proposed that trust and distrust exist at the end of a
continuum, which follows the classic view of trust research and that distrust has to be seen as the
exact opposite of trust. Within this classic view Arrow (1974) noted that trust fosters cooperative
behaviour and that distrust fosters opportunistic behaviour. Interestingly, within this concept the

co-existence of trust and distrust has been described as inconsistent (Lewis and Weigert 1984).

This view of trust and distrust has changed over the last couple of years (Markowa & Gillespie,
2007). While some researcher e.g. by (Lewicki et al. 1998) have proposed theoretically that trust
and distrust can exist simultaneously, other researchers empirical work shows that both

constructs are distinct and only show low correlations (McKnight and Choudhury 2006).

As this short discourse has shown, there is still no unified understanding of the concepts of trust

and distrust.

2.1.1.2. Trustworthiness

Trust and trustworthiness are two terms, which are often used as synonymous, whereas they can
be differentiated (Blois 1999).

According to (Swan and Nolan 1985; Swan, Trawick, and Silva 1985) trustworthiness can be seen
as a key ingredient in interpersonal relations to develop trust. Their findings indicate that directly
made experiences and reputation contribute to the evaluation of other individuals to be

trustworthy or not. Therefore an individual’s reputation is closely related to be trustworthy or not.
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Reputation further indicates to others if a person can be trusted or not. Donney and Cannon

(1997) refer to this state of reputation as being trustworthy .

Colquitt et al. (2007) approaches the concept of trustworthiness from a different angel. They
differentiate trustworthiness and trust propensity from trust through positive expectation of the
individuals actions. Lewis and Weigert (1985) underline this train of thought by proposing that
trustworthiness is based on “good intentions” towards the other party. Hence, trustworthiness can
also be defined as benevolence and integrity of a trustee and trust propensity as the dispositional

willingness to rely on others (Mayer, Davis, & Schoorman, 1995).

Trustworthiness has to be seen as an attribute to a person rather than an action. A person can be
trustworthy on the the one hand but also can not be trusted. Therefore being trustworthy does not
indicate if another individual trusts that person. Trustworthiness more relates to a quality that can

be found within trustor generating trust (Mayer and Davis (1999)).

2.1.1.3. Trust as feeling

Lahno (2002) notes that trust also has an emotional dimension. In his view, the reason why only a
few scientists from other scientific fields perceive trust as a feeling, can be seen in the definition of
the term “feeling”. In contrast to the common understanding of the term feeling to be some sort of
sensation, Lahno defines feeling as a factor which determines our perception of our surrounding
or of a special situation. Feelings colour reality and let us focus on certain aspects, they foster
conclusions or give individuals room for interpretation. Hence, for Lahno trust fits into the
framework of feelings. In his understanding, to trust a person means to see a person from a
certain perspective. Consequently, trust in psychology is often perceived as an emotional
perception of the individual towards each other. The trustee appreciates certain aims and
emotional aspects in the trustor. Therefore, in Lahno‘s view defining trust as feeling is only

possible within the field of psychology (Lahno, 2002).

2.1.1.4. Trust and confidence

Confidence is a construct very similar to trust and can also exist interpersonally (self confidence),
or interpersonally (towards others) (Cofta, 2007). Cofta (2007) defines confidence as “the
reasonable expectation of a trustor that the future behaviour of a trustee will be beneficial for a
trustor” (p.173) and sees confidence as trust in combination with control. The extent of trust is
therefore directly related to the level of confidence. According to Deutsch (1973) trust can be seen
as a unidimensional (if a person trusts the other person without the other person knowing) and

mutual trust (if both parties trust each other). Hence, regarding its increase or decrease,
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confidence follows the same rules as trust. Following Deutsch (1973) trust, and therefore

confidence, increases even faster, when it is mutual.

In conclusion, it can be stated that psychology focusses on the intrapersonal trust, trying to
identify the core of trust. Within this context, trust is seen as either a genetic disposition or a
socially learned attribute of an individual (Deutsch, 1958; Lewicki & Bunker, 1995; Burkhardt,
2011; Hock, 2012). With regard to business relationships, this notion is of importance, as trust not

only seems to be naturally enduring, but also influenceable through external variables.

2.1.2. Trust in sociology

Sociology in contrast to psychology focuses on the exploration of trust in relationships between
individuals, society and networks and thereby regards trust as a result of cultural variables, social
structures and rules (Rothstein & Uslaner, 2005; Fladnitzer, 2006; Burkhardt, 2011). According to
Pirson (2007) sociology distinguishes different forms of trust, e.g. system and personal trust. By
doing so, sociology provides the basic understanding for every exchange transaction, of which
the smallest form is the person-to-person transaction. This distinction leads to the most important

finding of sociologists: trust “in” something is possible.

According to Endress (2002) modern society can only exist when individuals act and decide under
uncertainty and imperfect knowledge. Within this context, trust is seen as the factor that reduces
risk and results in specific behaviour. Every social interaction and thereby functioning relationship
relies on trust (Miller & Rempel, 2004). Max Weber, one of the first to explore trust in societies,
came to the conclusion that formal social mechanisms e.g. states’ legal systems, or a functioning
administrative system, foster trustworthy behaviour. Nonetheless, rules and regulations have to be
consistent to create room for trust. Consistency makes it easier for individuals to trust into society
or confide in others. Otherwise these social mechanisms can also destroy trust (Eisenstadt 1968,
cited in Pirson 2007).

Within the sociological field of trust research, especially the research conducted by Luhman,
Giddens, Coleman and Sztompka has to be mentioned (Endress 2002, cited in Pirson 2007,
Mollering et al. 2006, Hock 2012). The four different approaches are dominant in literature and
represent groundwork in sociology (Hock, 2012). Endress (2002) points out that all four authors
underline different aspects of the trust debate. Coleman for example draws on his earlier work and
analyses trust as part of his social theory (Méllering, 2006). Both Luhmann and Giddens examine
trust from a historical perspective, whereas Coleman and Sztompka focus on system trust.

Further, Luhmann and Coleman discuss functional aspects of trust, while Giddens and Sztompka
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write about general social functions of trust. Following the structure of Pirson (2007), each

author's trust concept is described briefly:

2.1.2.1. Luhmann’s concept of trust

Luhmann (2000a) proposes a system-theoretic approach on the functionality of trust as an
intermediator (Hock, 2012). In his opinion trust reduces the complexity in various systems,
stabilises expectations and therefore influences the course of action positively. Luhmann states
that trust can be used as an instrument to overcome gaps in knowledge as well as information.
Without trust humans would not be able to act and react in certain situations (Luhmann, 2000a;
Burkhardt, 2011).

Alongside other authors, such as Deutsch (1973), Luhmann differentiates between personal and
systemic trust. He addresses non-differentiated trust towards personal or private relations
whereas this differentiation becomes indistinct at a sociological level and needs mediation. Due to
the ongoing complexity within society, Luhmann postulates a shift towards systemic trust

approaches.

2.1.2.2. Coleman’s concept of trust

In his studies Coleman (1990) views trust as the subclass of choice under risk (Méllering, 2006).
According to his theory at least two parties are involved, where one party has to rely on the other
party's trustworthiness (Mollering, 2006). He describes under which circumstances a rational
person should invest in a trusting relationship and comes to the conclusion, that it is efficient if the
cost of mistrust is bigger than the cost of trust. Coleman differentiates between the motives of the
trustor and the trustee. He states that trust in a relationship is only be possible if it is accepted by
the the trustee. The trustee can accept or break trust. He explains his theory through an example
of a bank manager who grants credit to a vendor. By relying on his good experiences with the
vendor, the bank manager decides to trust him and to grant him credit. For a rationalist like

Coleman, trust therefore becomes calculative.

Writers like Dietl et al. (2002) who argue against Coleman‘s theory note that the model is not
applicable to trust. The reason for that can be found in Coleman‘s assumption that trust is profits
and losses can be calculated in advance. Dietl et al. (2002) note that the outcome of a trust ing

investment in a specific relationship can only be estimated and not be seen as certain.
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2.1.2.3. Giddens’ concept of trust

Giddens (1990) explored the role of trust in society from an evolutionary point of view. He argues
that more and more members of a social society lose their foundation in these times of
globalization. He calls this phenomena “disemeddedness” and pinpoints it to the loss of
knowledge mechanisms, which are replaced by scientific or functional expert systems. Trust is the
only connector that can keep expert systems functional. Endress (2002) adds that within these
thoughts Giddens does not refer to interpersonal but to general trust in complex systems.

Individuals in a society do not act only on conscious but unconscious calculations.

2.1.2.4. Sztompka’s concept of trust

The research conducted by Sztompka (1999) is based on observations made during the change
process in eastern European countries. Sztompka sees trust as a cultural resource to achieve and
maintain latitude under complexity, uncertainty and insecurity. It makes control redundant and
reduces costs. According to Endress (2002), Sztompka‘s notion is notable because of her macro-
sociological approach and the enclosed trust-heuristic which distinguishes personal- and system
trust as well as general trust, institutional trust, technological trust, organizational trust.
Sztompka's research focuses on change mechanisms as well as on trust abuse. As a
consequence of trust abuse, Sztompka highlights fatalism, corruption, increased social control,

xenoph and paternalism.

Apart from these different sociological trust concepts proposed by specific authors, there are

general concepts worth mentioning that have been developed within sociology.

2.1.2.5. Trust and familiarity

The concept of familiarity refers to knowing and understanding a specific situation. The situation
can be diverse. It can be a familiar practice, method, goal, value or behaviour. The trustor can
place trust in the trustee without risk because they are able to assess the situation (Gefen, 2000).
Luhmann (2000b) states that familiarity is “an unavoidable fact in life” and that trust is a “solution
for a specific problem” to avoid situations of risk (p.94). He further sees familiarity as a foundation
for the development of trust and also mistrust. In his view in a familiar environment the past
outshines present and future because both concepts, trust and mistrust, are based on
experiences made in the past but influence actions in the future. He further points out that
familiarity can exist towards issues, circumstances, situations, objects and, of course, people.
Blau (1964) notess that familiarity is always built, when the trustee behaves as expected.

Furthermore, if the trustor knows the trustee, capabilities can be assessed and the trustor can
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adjust his expectations (Geyskens, Steenkamp, Scheer, & Kumar, 1996). Further the author
proposes another factor of how familiarity creates and boosts trust. Through familiarity
miscommunication and misunderstandings decreases. Hence, familiarity can be seen as an

enabler and therefore a foundation for trust building.

2.1.2.6. Trust and gullibility

Rotter (1980) distinguishes trust and gullibility and states “if we redefine trust as believing
communications in the absence of clear or strong reasons for not believing (i.e., in ambiguous
situations) and gullibility as believing when most people of the same social group would consider
belief naive and foolish, then trust can be independent of gullibility”(p.4). Johnson-George & Swap
(1982) agree with this opinion and refer to gullibility as blind trust. That a high level of gullibility
should not be put on the same level with interpersonal trust is shown by the studies of Geller
(1966), Hamsher (1968), Rotter & Stein (1971), Wright (1972), Laroy (1975) and Rotter (1980). The
degree of interpersonal trust has to be seen independent of the possible gullibility of a person.
According to Rotter (1980) people with a high level of interpersonal trust, tend to trust people as
long as there is a reason to not trust them anymore. While people with a low level of interpersonal
trust tend to not trust in other people until there is a reason to trust them. Gullibility has the
tendency provoke action within a person, even when the engagement of a risk is too high.
Therefore, gullibility can be seen as a situative decision to trust based on a inappropriate and

limited assessment of associated risk.

Pirson (2007) highlights that sociologists distinguish different forms of trust, e.g. system and
personal trust. Sociological researchers concentrate more on the question of how trust influences
interpersonal relations and social life rather then to identify what exactly is trust. Within sociology
trust is therefore seen as an instrument or the result of rational thinking (Coleman, 1990; Luhmann,
2000b).

2.1.3. Trust in economics

In general, the economic research on trust can be divided into macroeconomic and
microeconomic research. While, macroeconomic research on trust focuses on the influence of
trust on economic theories and economic performance (e.g. Coase, 1993; Butler et al., 2009;
Williamson & Ghani, 2011), microeconomic research on trust concentrates on trust on the

organizational level (e.g. Lewicki & Bunker, 1996; Nieder, 1997, Kenning, 2008).
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2.1.3.1. Macroeconomic trust research

According to Pirson (2007), macroeconomics' contribution to the field of trust research is very
theoretical. The reason for this can be seen in the nature of economic models, which tend to be
over simplistic. Although, for example, Coleman (1984) postulates that the basis of every
economic development is trust, economic models did not include trust for a long time. Recent
literature about economic models, however, includes trust as a variable or factor influencing
decisions (Pirson, 2007). Most of the economic theories are based on the assumption that
individuals base their decisions on rational evaluation (Williamson & Ghani, 2011). In the following,
the thought behind the addition of trust into economic models will be investigated. This is of
importance for this thesis, as it highlights that trust, at least in theory, can have an

macroeconomic impact.

One example, that will be examined further, is transaction cost theory (TCT), which was developed
by Ronald H. Coase in the early thirties and later broadened by Oliver E. Williamson (Coase,
1993). In general, TCT focuses on two basic behavioural patterns: “limited rationality” and
“prospect opportunism”. With regard to the first pattern, it is assumed that human beings try to
act rationally in most situations. The second pattern, on the other hand refers to the individuals'
effort to maximise their own advantage through others (Williamson, 1985; Williamson & Ghani,
2011; Cohen & Dienhart, 2012). Within this context, transaction cost refers to the cost for the
effort made to prevent opportunism (e.g. legal protection) (Cohen & Dienhart, 2012). As Cohen
(2012) states, trust can lead to decreasing transaction costs by enabling individuals to interact
with each other without expensive measures to reduce the risk of opportunism, such as legal
regulations or monitoring measures. Vogt (1997), who investigated the correlation between
transaction costs and trust, provided evidence for this statement and also concluded that trust
can reduce transaction cost. However, the potential to optimize an organization strongly depends

on the business sector the organization is in and the type of business itself.

In addition to the vast amount of literature that investigates the theoretical effect of trust in
economics, there are other authors examining the relationship between cumulative economic
performance and trust in reality. Butler et al. (2009) for example researched the relationship
between individual economic performance and individual trust. They come to the conclusion that
excessive individual mistrust, but also excessive individual trust increase cost for an economy.
Excessive mistrust increases social cost by reducing the ability to create an economic surplus,
whereas excessive trust increases individual cost by increasing the probability to be cheated
when relaying on the other parties trustworthiness. However, excessive trust may also be
advantageous for the overall economic performance as it allows surplus creation (Butler et al.,
2009).
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2.1.3.2. Microeconomic trust research

For this thesis, microeconomic trust research is of particular importance. At an organizational
level, trust became relevant in the 1990's, when relationship management reached its peak in
research (Burkhardt, 2011). Since then, trust is widely discussed within the field of management
science and often linked to a positive economic results of company (Shankar & Urban, 2002,
Fulmer & Gelfand, 2012). Trust in general can be seen as an enabler of positive behaviour
(Boersma & Buckley, 2003) that fosters cooperation between different entities and reduces

opportunism in buyer seller relations (Paviou, 2002).

Researchers distinguish in this context between inter-organizational and intra-organizational trust
(Kenning, 2008). Whereas inter-organizational trust relates to external networks and relationships,
especially buyer-seller relationships, intra-organizational trust focusses on trust within an
organisation, including trust as an organisational principle or as a leadership style (Zaheer,
McEvily, & Perrone, 1998; McEvily, Perrone, & Zaheer, 2003; Bornemann, Hennig-Thurau, &
Hansen, 2006; Kenning, 2008; McEvily, 2011). Research in CRM has particular interest in trust, as

trust is described as essential for customer relationships and customer retention (Kenning, 2008).

As Zaheer et al. (1998) state, inter-organizational trust research in particular faces the challenge to
transfer trust as an individual-level phenomena (interpersonal trust) to the organizational level.
Zaheer et al. (1998) further note that trust is always based on an individual perspective and that
therefore the important relationship within inter-organizational trust is the relationship of

individuals to organisations (Pirson & Malhotra, 2011).

Intra-organizational trust on the other hand, is seen to influence how employees act within the
company (e.g. Krystek & Zumbrock, 1993; Lewicki & Bunker, 1996, Dirks & Ferrin, 2002). Within
the intra-organizational trust literature, researchers specifically highlight the positive
consequences trust can have for employee-employer relationships (Dirks & Ferrin, 2002). One of
the most interesting findings in studies conducted by Lewicki & Bunker (1996) is that trust
provokes a lower need for monitoring and controlling. According to Bradach & Eccles (1989)
controlling of employees only aggravates distrust and its entailed disadvantages. Geyskens (1999)
notes that less monitoring and controlling efforts lead to a higher level of motivation and to

increased employee satisfaction.

Other examples for the positive effect of high-trust cultures within organisations are an increase in
creativity (Boss, 1978; Nahapiet & Ghoshal, 1998), a venture supporting atmosphere, increased
innovativeness (Nieder, 1997; Lusch & O'Brien, 2003), and easier conflict resolution (Simons &

Peterson, 2000). In addition, trusted employees develop greater confidence towards the
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management (Krystek & Zumbrock, 1993) and facilitate successful leadership (Dirks & Ferrin,
2002). As Lewis (1990) notes, this also leads to quick responses, calibration and a better

coordination.

On the other hand, Klaussner (2012) notes that a lack of trust within organisations results in the
withholding of information and ideas to reduce the probability of harm and vulnerability.
Consequently, the company's performance and especially the appearance of the company
towards external stakeholder can be influenced through intra-organizational trust resulting in an

competitive disadvantage (Nieder, 1997; Pirson & Malhotra, 2011).

As can be seen, economic relations, no matter if intra or inter-organizational, heavily depend on
trust (Blois, 1999). Business relationships are not only based on economic exchange, but also on
social exchange (Schurr, 2007). However, the downside of trust in management theory is the
constant requirement to economize constructs such as trust. In this context Weibler (1997) and
Gambetta (2001) describe that in practice management most often work through factors like fear,

manipulation or money incentives and not trust.

As Pirson (2007) states, economists contributed to the understanding, of trust through their

“analytical” perspective. Within economics, trust is assumed to be a cognitive and reflected
process, which makes it possible to include trust as a rational strategy, that allows an increase in

social capital (Pirson, 2007).

2.1.4. Contributions

As indicated in the last sections, trust has been studied from many perspectives from the early
1920's onwards (Blomqvist, 1997). Since then scholars have tried to find a universal definition of
trust but the view of trust still varies with the discipline (Graeff, 1998; Lorbeer, 2003; Parra, Nalda,
& Perles, 2011). As a consequence, trust definitions are described to be of polyhedral nature and

characterized by their versatility or modularity (Castaldo et al., 2010).

The different fields mentioned above contributed to trust research from their own point of view
and perspective. Influenced by the nature of the subject, every field has managed to find its own
explanation and evaluation of trust. However, all fields have one message in common: they all
consider trust to be one of the most important resources of human interaction. No matter how the
different areas address different levels of social interaction: interpersonal, intergroup, and inter-

organizational (Nguyen, 2013), all involve “trust’.
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Psychology, while focusing on intrapersonal trust, found that trust is not only an enduring attitude,
but also influenceable through external variables (see Deutsch, 1958; Lewicki & Bunker, 1995;
Burkhardt, 2011). In contrast to that, sociology addresses questions on interpersonal and societal
level on trust (see Coleman, 1990; Giddens, 1990; Sztompka, 1999, Luhmann, 2000b). Within the
economic field of research, trust has been integrated into economic models to research the
relationship of trust and economic performance on a macro (Butler et al., 2009) as well as on a
micro level (Zaheer et al., 1998; McEvily et al., 2003 Bornemann et al., 2006; McEvily, 2011).
Macroeconomics tries to answer broader and more theoretical questions, whereas
microeconomics concentrates on questions regarding the organizational level. Research on an
inter-organizational level, especially the research focussing on trust management, is of practical
use for companies and of specific importance for this thesis. Hence, trust is central to customer-

relationships and therefore to research on inter-organizations.

In general it can be seen that the fields overlap, which makes it difficult to find a definition of trust

suitable for all field only.

2.1.5. Trust definitions

As indicated earlier a collective definition of trust as a basis for research, which is characterized
through its universality and its general operationalizability within various areas of research is still
not available with the academic literature (Lorbeer, 2003; Paliszkiewicz, 2011; Li, 2012; Dowell &
Morrison, 2013).

However, there are several authors (e.g. Blomqvist, 1997; Rousseau, et al. 1998; Castaldo et al.,
2010) who tried to derive a universal trust definition by collecting and analysing various definitions
from various areas. Blomqvist (1997) was one of the first researchers to structure the most
common definitions, while Castaldo et al. (2010) provide the most current collection. Having in
mind that this thesis aims to develop a trust measurement approach valuable for practitioners,
Castaldo et al. (2010) postulate a very useful framework on trust. Castaldo et al. (2010) collected
many different definitions of trust to derive a consistent construct of trust, that aims to help
scholars as well as practitioners to develop trust measuring approaches. The authors highlight
that especially in business relationship literature, research streams have examined trust within
different relational contexts and that the most influential authors, Moorman et al. (1992, 1993) and
Morgan & Hunt (1994), unfortunately present more or less inconsistent definitions. After having
analysed many other definitions, however, Castaldo et al. (2010) conclude on several “building

pieces”(p. 663) of trust.
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According to Castaldo et al. (2010) trust can be defined as:

(A) an expectation (or a belief, a reliance, a confidence, and synonyms/aliases) that a

(B) subject distinguished by specific characteristics (honesty, benevolence, competencies, and
other antecedents)

(C) will perform future actions aimed at producing

(D) positive results for the trustor

(E) in situations of consistent perceived risk and vulnerability

(Castaldo et al., 2010, pp. 665/666)

Although this definition seems to be very comprehensive, there is still controversy regarding the

origin of trust. Many researchers (e.g. Rousseau et al., 1998; Daley, 2009; Li, 2012) differentiate

the psychological view on trust from other views on trust. Rousseau et al. (1998) for example

advocate viewing trust as a psychological state rather than a certain behaviour or a choice to take

a risk. In their view, trust is an unconscious psychological condition caused by behaviour.

Supporting this, Daley (2009) also suggests a general differentiation of those trust definitions that

describe trust as personal trait and those that describe trust as a dynamic factor, as the views

seem not to be combinable. Further, Li (2012) differentiates between “trust-as-attitude” and “trust-

as-choice” approaches. Within the “trust-as-attitude” approach trust is defined as “a
psychological willingness to accept vulnerability”, whereas the “trust-as-choice” approach

highlights the behavioural perspective on trust (Li, 2012, p. 101).

Furthermore, Li (2012) for example notes that there are still three major issues to overcome when
investigating trust: (1) there is too much specific, but not enough general, literature about trust to
provide a neutral basis for further research; (2) there is no commonly accepted definition of trust
(see Li, 2007, for a review); (3) there is no commonly accepted measure of trust (see McEvily &
Tortoriello, 2011, for a review) (Li, 2012).

Consequently, although authors (e.g. Blomqvist, 1997; Rousseau et al., 1998; astaldo et al., 2010)
tried to define a universal definition, there are still elements of trust that are under-explored but are
relevant to this research. Further, although some authors provide comprehensive summaries of
definitions after having reviewed trust literature, a single definition cannot be given (Li, 2012).
Therefore, in the following, rather than to limit the concept to one single definition, elementary
questions of trust will be explored to derive a general understanding of trust. The next sections
will answer questions regarding different trust concepts (how trust is built?), the formation process
of trust (how is initial trust developed) and the location of trust (where do people place trust in?) in

order to draw a conclusion on the question of how to measure trust.
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2.2. How trust is built

There are many approaches seeking to explain how trust in general is built and developed over
time. As Dowell & Morrison (2013) state, previously conducted research mainly focussed on
factors affecting the development of trust rather than investigating what exactly builds trust
(Dowell & Morrison, 2013). In order to address this issue, the following section will analyse the

literature on trust building concepts and factors.

2.2.1. Trust concepts

Regarding the examination of trust concepts, there are authors researching general and specific
trust (Kenning, 2008), rational and emotional trust (e.g. Méllering, 2006) and several models of
trust evolvement based on according to several sub-stages such as calculus-based, knowledge-
based, identification-based trust (Lewicki & Bunker, 1996; Paliszkiewicz, 2011).

2.2.1.1. General and specific trust

In 1961, Cattell & Scheier proposed that trust can be differentiated into two main concepts, the
first concept views trust as a personal trait (general trust) and the second one views trust as a
state (specific trust) (see also Mayer et al. 1995). Before investigating the relevance of this
distinction in management literature and in relation to this thesis, each of the two trust concepts

will be explained briefly.

General trust

According to Colquitt (2007) general trust can be described as a personality-based form of trust,
which is also named trust propensity (Mayer et al. 1995), dispositional trust (Kramer 1999) or
defused trust (Sztompka, 1995). This concept is based on the psychological view on trust,
describing trust as a psychological disposition, that develops in early childhood years (Erikson,
1963; Kenning, 2008). Accordingly, general trust is not perceived to be alterable to any great
extent (Erikson, 1963; Kenning, 2008).

As Dietz (2011) emphasises, there are many authors arguing that general trust, referred to by Li
(2007, 2008, 2012) as ‘trust-as-attitude’, does not sufficiently explain trust. In particular, a
behavioural support has to be given to establish trust (Schoorman et al. 2007, cited in Dietz 2011).
Consequently, specific trust, referred to by Li (2007, 2008, 2012) as ‘trust-as-choice’ becomes

relevant.
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Specific trust

In comparison to general trust, specific trust is related to defined situations and described as
being influenceable by the individual, other individuals or the environment (Buck 1986; Kenning,
2008). As Kenning (2008) highlights, specific trust is assumed to play a crucial role in building and
maintaining long-term relationships between companies and customers. Therefore, most

relationship marketing studies focus on specific trust, rather than on general trust.

In order to examine trust in a customer relationship, the differentiation between specific and
general trust is of importance (Lewicki & Wiethoff, 2006; Kenning, 2008; Dietz, 2011; Li, 2012). Li
(2012) chooses in his research to differentiate between “trust-as-attitude” and “trust-as-choice”.
According to Li (2012), this differentiation is important as the “trust-as-attitude” view limits the
probability that trust leads to a decision to engage in concrete behaviour. “Trust-as choice”,
however, can be seen as more meaningful in exchange transactions, as the behavioural
consequence of trust is not restricted. Further, to view “trust-as-choice” makes it possible to view
trust as more than a rational choice. In particular, it captures the dynamic nature of trust and
makes it possible for other parties to “initiate the trust-building process and the trust-repair
process” (Li, 2012, p. 102). Therefore, the behavioural view on trust is more relevant in a
managerial context, as it allows trust to be viewed as being influenceable a across relationship's
lifetime. The consequence of this train of thought would be to ignore general trust with regard to

marketing measures and to focus on specific trust.

According to Kenning (2008), this is exactly what management research does in many cases. In
Kenning's view management research implicitly treats trust as influenceable by marketing
measures and companies use the specific trust approach to justify their spending on trust related
marketing measures (Kenning, 2008). However, after having conducted research on the effect of
general and specific trust in buyer-retailer relationships, Kenning provides evidence that both,
general and specific trust, positively influence buying behaviour. Further, Kenning notes that
general and specific trust are not correlated, but that general trust is higher, when specific trust is
lower. He explains this finding by stating that having a high level of general trust substitutes the
need for specific trust. This is supported by Lewicki & Wiethoff (2006), who state that many
authors regard general trust as necessary for initial interaction before an actual evaluation of

further specific information regarding a trustee (Lewicki & Wiethoff, 2006).

As a consequence, it can be stated that general and specific trust are of different nature. The first
form of trust refers to a psychological disposition, while the latter one refers to a specific situation
(Cattell & Scheier, 1961; Mayer et al., 1995; Kenning, 2008). As shown in this section, there is no

need to decide whether the one or the other form of trust is “correct”. It can rather be concluded
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that general and specific trust exist contemporaneously and that general trust is difficult to
influence or develop in contrast to specific trust. This finding is especially important for the

establishment of an general understanding of trust within this thesis.

2.2.1.2. Affective and cognitive trust

In addition to the distinction of general and specific trust, trust is believed to consist of two
distinguishable but correlated elements: cognitive trust, which is based rationality, and affective
trust, which is based on emotions and feelings (Johnson-George & Swap, 1982; Lewis & Weigart,
1985; Mc Knight et al., 1998; Morrow et al., 2004; Lewicki et al., 2006; Méllering, 2006; Kenning,
2008; Viitaharju & L&dhdesmé&ki, 2012). Lewis & Weigert (1985) for example undertook one of the
most cited research studies in the trust literature (Morrow et al., 2004, Lewicki et al., 2006). They
emphasise that trust always consists of feelings and rational thinking and they were almost the

first authors to differentiate emotional (affective) and rational (cognitive) trust.

Affective trust

Affective trust is based on emotional experiences and feelings (McKnight et al. 1998, Morrow et al.
2004, Lewicki et al. 2006, Kenning 2008). Put differently, it is is the confidence a trustor has in the
trustee with regard to the feelings and emotions that are established (Johnson & Grayson, 2005).
Affective trust is not always conscious, and can therefore referred to as a good feeling in a
specific situation (Morrow et al. , 2004). As Lewis & Weigert (1985) state, close and long-term
relationships often foster emotional trust. This is supported by Rempel et al. (1985) as well as
McAllister (1995), who state that an emotional bond between trustor and trustee is essential to

affective trust.

Cognitive trust

Cognitive trust, however, is based on accumulated knowledge and a person's conscious
experience that allows a prediction on the other parties future behaviour to be made (McKnight et
al. 1998, Morrow et al. 2004, Johnson:2005va, Lewicki et al. 2006, Kenning 2008). In particular it is
based on the perception of the trustee’s ability and dependability (Mayer et al., 1995), furthered by
past experience (Johnson-George & Swap, 1982), reputation (McAllister, 1995), and attributions
(Pillutla, Malhotra, & Keith Murnighan, 2003). Consequently, other than affective trust, cognitive
trust is seen as the result of the calculated trustworthiness of another party, which might also be

influenced by, for example, perceived benevolence (Kenning, 2008).

Some authors, as for example Lewis & Weigert (1985), suggest a third trust concept: behavioural

trust. According to Lewis & Weigert, to trust in a behavioural way includes deciding to take action
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based on the expectation and feelings towards the trustee. Consequently, according to Mayer et
al. (1995) cognitive and affective trust lead to behavioural trust, that is the decision to take a risk. If
the trustee then behaves according to the trustor's expectation, cognitive trust will be reinforced
(Lewicki et al., 2006).

All in all, it can be stated that most scholars perceive affective and that cognitive trust as
distinguishable concepts, which are fostered through different factors, and may lead to
behavioural trust. As Mdllering (2001) notes, even the most deterministic trust theories (e.g.
exchange theory or transaction cost theory) now approve a more inclusive view rather than limit
trust to perfect rationality. Additionally, although there is still confusion about which part of trust
has the most influence on a customer's purchase intention (Kenning, 2008), Lewis & Weigert
(1985) proposed that there is a high probability that the affective element of trust will influence the
“cognitive platform” in the long run (Lewis & Weigert, 1985: 971, cited in Lewicki et al. 2006).
Further, if a person's trust is honoured repeatedly, this will reinforce the level of confidence

(cognitive trust) towards the trustee.

As a consequence, with regard to the recommendation for companies to focus on emotional
retention (Bruhn, 2011; Diller, 1996; Lorbeer, 2003), affective trust seems to be the matching
concept, as it decreases the transparency of the relationship and substitutes for rational thinking
(Johnson & Grayson, 2005). However, as highlighted, emotional trust is based on unconscious
feelings, which are difficult to influence. Cognitive trust, on the other hand, is considered to be
based on knowledge about the trustee and the trustor's perception about the trustee's
capabilities. As a consequence, companies may be able to influence the level of cognitive trust

through their own behaviour and therefore the overall level of trust (Kenning, 2008).

In addition to the nature of trust and the role of emotions and rationality, other concepts explore
trust regarding its development over time. The next section will investigate one of the most

common models of trust in detail to be able to summarize trust holistically.

2.2.1.3. Calculus-based, knowledge-based, identification-based trust

Trust is not static but rather develops under high levels of repeated social interaction and evolves
as the relationship evolves (Shapiro, 1987; Paliszkiewicz, 2011). Based on this, Lewicki & Bunker
(1995) proposed a model of trust evolvement through three different stages: (1) calculus-based
trust, the rational calculation of reward and punishment, (2) knowledge based trust, the
possession of specific information of the other party and (3) identification based trust, the

appreciation of an identity with the other party (Lewicki et al., 2006; Paliszkiewicz, 2011). As
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Lewicki & Bunker (1995) state, each level is linked to the previous stage and can develop into the
next stage over time (see also Lewicki et al., 2006). McAllister (1995) follows this thought and saw
the development from low to high trust relationships as a progression from a calculative
relationship to a relationship with affective components, for instance social identification or
empathy. However, that there are other authors,, for example McKnight et al. (1998) who state,
that the "process’ of trust does not necessarily have to pass each level before moving to the next
level of trust. McKnight et al.(1998) rather sees calculus-based and knowledge-based trust as two
separate trust concepts, as individuals do not start a relationship without firsthand knowledge.
Fig.6 illustrates the different trust stages. Each stage, will be described in detail in the next

section.

Calculus-based trust

At the first stage of trust building, the calculus-based (or calculative) trust level, trust is based on a
balance of benefits and costs (Paliszkiewicz, 2011). According to Laucken (2000) calculative trust
consists of: (1) the overall potential of gaining or loosing, as well as (2) the perceived probability
that a gain or loss is likely. Following this, calculative trust is based on the economic notion of
trust in situations containing the risk of opportunistic behaviour (Williamson 1993, cited in
Johnson & Grayson 2005).

Barber (1983) notes that the overall intentions must be based on credible information relating to
both parties intentions and competence. However, in many situations, information is not available

and therefore the trustor has to substitute information about the trustee by her own evaluation
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(Dunbar, 1998) with another party's evaluation in the form of reputation, or through credentials e.g.
certifications, attestations and references. Consequently, calculative trust equals the notion of

cognitive trust, mentioned in the previous section (Johnson & Grayson, 2005).

Summing up, calculus-based trust is the stage in which a person gathers knowledge about
another party from different sources (Paliszkiewicz, 2011) to decide about the other party‘s
trustworthiness (Doney & Cannon, 1998). In this stage, exchange transactions are most likely to
be ended, as a result of trust breach. However, having successfully established a satisfying
knowledge base, the trust relationship enters the next level: that of knowledge-based trust
(Paliszkiewicz, 2011).

Knowledge-based trust
Knowledge-based trust refers to the stage in which the trustor knows sufficiently enough about

the trustee to foresee the other‘s behaviour (Lewicki & Bunker, 1995, 1996; Lewicki et al., 2006).

In this stage trust is built through repeated interactions over a certain time. The trustor learns
about the trustee, knows his/her behaviour and can asses specific situations (Lewicki et al., 2006;
Lewicki & Bunker, 1995, 1996). According to Liljander & Roos (2002) frequent and long-term
interactions lead to relationships founded on reciprocated interpersonal caring and concern.
Consequently, the trust relationship is open for emotional trust and seems to be more stable than
the previous stage of trust (Lewicki & Bunker, 1995, 1996; Liljander & Roos, 2002; Lewicki et al.,
2006; Paliszkiewicz, 2011). Furthermore, relationships can overcome unfulfilled expectations when
developed through the two stages. Rousseau et al. (1998) propose that it is necessary for both
partners to build on previously gained information and enter the next stage of trust through

repeated interactions.

Finally, as the knowledge base about the other party grows, so identification with the other party

grows (Paliszkiewicz, 2011).

Identification-based trust

When identification with the trustee characterises the relationship of two parties, identification-
based trust has been reached (Paliszkiewicz, 2011). To Lewicki & Bunker (1995) this level of trust
can be seen as highly intense and as the highest form of trust. All individuals can anticipate the
other party‘s reaction and know what kind of response their own behaviour fosters in terms of
common goals and outcomes. As Shapiro et al. (1992) notes, both parties have internalized each
other’s preferences and agree, empathize and take on the other’s values. In this case, there is no

need for monitoring measures to reduce risk (Shapiro et al., 1992). In Shapiro et al.'s (1992)
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opinion, to achieve identification based trust, a much higher investment in the relationship is

required.

This finding is especially relevant in an organizational context. Following the three stages of
Lewicki & Bunker, long-term relationships are most stable when they are based on identification-
based trust. Liljander & Roos (2002) note that for companies to achieve the state of identification-
based trust, customers have to give information, which then can be used to learn about that

customer with the aim to increase interaction and thereby the customer‘s identification.

In summary, so far trust concepts have been analysed in relation to their underlaying assumptions
of trust and their relevance for this study. The question, of how trust is built, requires different but
correlated concepts. As can be seen, the concepts overlap and are, all in all, related to each other.
However, the differentiation of terms within the concepts allow the connection of the terms to a

useful conclusion about the concept of trust relevant to this thesis.

Nonetheless, the last section did not provide a comprehensive overview of elements, that are
necessary for trust to be established. Therefore, in the next section, along with a description of the

process for initial trust building, the different components of trust will be dismissed further.

2.2.2. Initial trust formation

Trust, in addition to customer satisfaction has to be established to engage customers in long-term
effective relationships (Agrawal, Gaur, & Narayanan, 2012; Danesh, Nasab, & Ling, 2012; Lee &
Kim, 1999; Lin & Wu, 2011; Morgan & Hunt, 1994; Ranaweera & Prabhu, 2003). The next question
to answer regarding this challenge is how initial trust is developed. In other words: what are the

necessary elements for people to establish trust.

In their work about interpersonal trust, Lewicki et al. (2006) asked the same question and refer to
Shapiro et al. (1992), who propose that trust begins below zero, at a stage, where an individual
has to determine the potential risk as a consequence of a trustee's behaviour. In relation to the
three-stage model of trust, initial trust therefore can be seen as pre-step, before developing the
actual trust level through knowledge gathering. This is supported by McKnight et al. (1998), who
refer to initial trust as trust that cannot be based on knowledge or prior experiences with the other
party. In contrast, initial trust is based on general trust or on indicators that allows trust in a person
without knowledge. In contrast to Shapiro et al. (1992), however, McKnight et al. (1998) do not
differentiate between initial trust and calculus-trust. For Mc Knight et al. (1998) initial trust and

calculative trust both are based on conscious rational thinking.
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Many authors have proposed different approaches to the creation process of initial trust (Rempel
et al., 1985; Zaltman & Moorman, 1988; Neumann & Bauer, 2007). The most simple approach was
proposed by Locke (cited in Baier 2001): Person (1) entrusts Person (2) with a (3) valued good or
character. Following the idea of Rousseau et al. (1998) who propose that the basic principles of
organizational trust are the same as within interpersonal trust, the sequence changes as follows: a
customer (1) trusts a company (2) to provide valued good or service (3) (Baier, 2001). However,
prior to the trust action of a customer, there has to be a process or sequence a customer follows,

deciding to “place” trust (Rousseau et al., 1998).

Pirson (2007) describes and tests a trust creation process that was primarily introduced by Seifert
(2001). To both authors trust is situational and also follows the rules of interpersonal trust
formation. Seifert (2001) defines four core elements of the trust process in an organizational
context: trust situation, trust decision, trust expectations, trust actions, (fig.7) which will be

described in detail in the following section.

2.2.2.1. Trust situation

Apart from the basic characteristic traits of the individual, trust can only be created when certain
factors are immanent within the specific situation. Luhmann (2000a) notes that there are three
factors: uncertainty, risk of personal loss and freedom of choice, which are necessary to create
trust. These factors are used also by other authors; however, some authors add or propose new

situational factors which have to be immanent to create a situation in which trust is needed.
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Bauer (1960) for example agrees with the factors, uncertainty and risk of personal loss and
combined the two elements in his theory of perceived risk, which is cited numerous times in the
context of customer behaviour. The theory in essence indicates that a risk-situation, as opposed
to an individual having total control over a situation, is perceived subjectively by the individual and
depends on two factors. The first factor is the “amount of loss” in that situation which is at stake.
The second factor is the “feeling of subjective certainty”. Although both factors influence the
amount of perceived risk within a situation independently, Plétner (1995) proposed that only the
risk level is perceived as high if both factors are distinctive. Griffin (1967) adds the element of
benevolence. In his view, trusting means to rely on the features of an object, the occurrence of an
occasion or the behaviour of a person, to achieve a desired aim under uncertainty or within risky
situations. Gambetta (2001) notes in this context that a trust situation can only exist if it is possible

for all parties involved to experience exit, betrayal and defection.

Finally, Li (2012) distinguishes between four summarizing variables, in which trust matters the
most: 1) high uncertainty of unmet expectations (e.g. complexity and ambiguity), 2) high
vulnerability of control (e.g. failure of formal contract), 3) high stakes of unmet expectations (e.g.

financial loss), 4) high long-term interdependence (e.g. reciprocal relationship).

Therefore, trust can be seen as an opportunity to reduce complexity or risk of a personal loss with
regard to the social or physical environment of a person. Consequently, if a situation is certain and
the outcome is secure, trust is not needed (Lewis & Weigart, 1985; Moorman et al. 1992). As
Pirson (2007) adds, the same is valid in a situation with a lack of choice. If a person has no choice
to decide between at least two alternatives, the established dependency eliminates the necessity

to trust.
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2.2.2.2. Trust decision

The second element in Seifert's model is the trust decision, which is influenced by routines,

emotions and rationality (Seifert 2001, cited in Pirson 2007).

A trust decision based on routines relates to the repetitive element of trust. Routines help
individuals to develop and form orientation (Nelson & Winter, 1982), which is important for the

trust decision and later for trust formation. Known, repetitive situations do not seem risky.

Within this context, emotional trust is based on a strong positive affect for the other party and has
to be distinguished from rational reasoning in terms of the other party's trustworthiness (Méllering,
2006). Lazarus (1991a) and Power & Dalgleish (2008) note that emotions can influence our ability
to make decisions in a specific situation and that they are not often reasonable to other
individuals. Emotions are adaptive to trusting situations and often can create an internal dilemma
while deciding whether to trust or not (Lazarus, 1991b). That is why Maier (2009) postulates that
decisions resulting from spontaneous emotional actions are still not easy to explain for trust
research. Interesting in this context is the finding of Seo & Feldman-Barrett (2007) who found that

emotions help to make more effective decisions.

As mentioned, the second factor, rationality, refers to a rational evaluation of the situation
(Mollering, 2006) and can often be found in business relationships. Deutsch (1958) explains this
with the effect of being dependent or having certain goals. In business relations individuals are
trying to calculate the outcome to some degree if information is not available. Lewis & Weigert
(2012) add that the rational choice of a person can also be influenced by emotions. For example,
when trust has been exploited, emotional pain is experienced and affects the confidence of the
trust giving person. This will ultimately lead to an decrease in the trustor's future capability to

trust, also when rational arguments for trust are available (Lewis & Weigert, 2012).

Consequently, it can be stated that in particular, both emotions and rationality influence the
decision to trust in a situation which an individual is not used to. Having these elements in mind, it
becomes apparent that the psychological notion of trust as a trait is far from being sufficient to

explain why trust is placed in something (Li, 2012).

2.2.2.3. Trust expectations

As Pirson (2007) states, having decided to trust somebody implies the expectation that the other

party will act in a certain way.
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The expectation stage within the trust process is mentioned in many trust definitions, of which one
of the most cited is from (Mayer et al., 1995; Cohen & Dienhart, 2012). According to Cohen (2012)
Mayer et al. (1995) define trust as: “the willingness of a party to be vulnerable to the actions of
another party based on the expectation that the other will perform a particular action important to
the trustor” (Mayer et al., 1995 p.712, cited in Cohen 2012). As Cohen (2012) states, Rousseau et

al. (1998) also found this definition to be supported in the management literature.

2.2.2.4. Trust action

According to Seifert (2001) the fourth element in the trust building process is called trust action. It
contains the elements of (1) risky input, (2) that the individuals gives without having the intention to

get something back and (3) being able to lose control.

According to Pirson (2007), Ripperger (2003) describes trust action as the transferal of control
onto the other party. The return for the credit, the trustor gives, is uncertain and therefore, the
investment of trust is risky. The trustee's behaviour and actions depend on the intrinsic motivation
resulting in honouring or dishonouring the given trust. Further it depends on the tendency towards

altruistic behaviour and the overall moral disposition (Pirson 2007).

It becomes apparent that there is no certainty about future actions of the trusted individual.
Simmel (1908) points out that if a trustor knows everything, trust is not necessary, whereas if a
trustor knows nothing, trust is not possible. As a consequence to foster trust in an initial stage, a
trustee has to behave in a certain way, so that the trustor is willing to trust and therefore, to
undertake a risky investment. As Pirson (2007) states, the displayed trust process can serve as the
foundation for a general understanding of stakeholder trust within an organizational context.
However, additionally, it has to be taken into account that trust evolves over time and that initially
developed trust can be destroyed easily by reciprocative behaviour (Lewicki & Bunker, 1996,
Lewicki et al., 2006; Paliszkiewicz, 2011).

The next section will present factors, that foster trust building. Trust can be seen as emotional and
rational trust; rational trust is based on gained knowledge and rational reasoning about a trustee's
trustworthiness (Méllering, 2006). Castaldo et al. (2010) support this and state that the trustee
always is characterised by certain characteristics, such as honesty or benevolence or other
antecedents. Consequently, the following section will investigate which factors lead to an

evaluation of the trustee, resulting in trust at the trustor's side.
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2.2.3. Factors which build trust

Many trust researchers have explored various factors that can foster and develop trust within a
person, between two people or even within an organizational setting. Pirson & Malhotra (2011)
highlight the importance of differentiating between trust and trustworthiness. As indicated in the
previous sections, the trusted individual possesses specific characteristics (Castaldo et al., 2010).
These characteristics determine the level of trustworthiness, which is what makes the trustor
willing to accept vulnerability (Mayer & Davis 1999, Kim et al. 2006, Branzei et al. 2007, cited in
Pirson & Malhotra 2011). Other authors do not use the word trustworthiness, but refer to the same
process. Twyman et al. (2008) for example mention that the trustor relies on certain signals, the
trustee sends, which can be either refer to his/ her capabilities or her well-meaning. Supporting
this, Dietz (2011) adds that any trust situation asks for an evaluation of the other party's

characteristics.

Consequently, the perceived characteristics of the other party are what makes people willing to
trust in another, meaning to accept vulnerability based on the other party's behaviour. In the
following section, a comprehensive overview will be given to derive a conclusion about trust
building factors or the “indicators of trustworthiness” (Zucker, 1986, p. 60). The following table
shows a collection of factors found within 124 papers. The majority of the identified factors is
based on research by Lorbeer (2003), Pirson (2007) and complemented through additional
research by Svensson (2004/2006) and the author of this study (see tab.1).

Within the search for trust antecedents, Mayer et al. (1995) propose ability, benevolence and
integrity. These three factors are often used as a basic framework on which many authors have
built their work (Guenzi & Georges, 2010; Mishra, 1996). However, with regard to the many terms
used, the factors proposed by the many authors show strong heterogeneity, which indicates

intensive discussion about trust antecedents.
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factor

ability

acceptance
accessibility

altruism

authenticity
availability
benevolence
business sense and judgement
capability

citizenship behaviour
commitment
competence
completeness
concern

confidence
confidentiality/ discreteness
congruence
consistency
creditability
customer orientation
dependency
discretion

effort

expertness/ expertise
fairness

flexibility
friendly(ness)
honesty

humor

identification
information exchange
integrity

intentions

likability

loyalty

open communication
openness/ transparency
predictability

promise keeping
reliability

relevance

reputation
responsibility

respect

security

sharing control
similarity (value)
sincerity

size

specific investments
support offered
sympathy

tactfulness

topicality

willingness to customise
willingness to reduce uncertainty

no. of
authors
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see for example

Twyman (2008), Mayer et al. (1995)

Lorbeer (2003), Bonoma (1976)

Jennings (1967)

Hess (1995), Frost et al. (1978)

Luhmann (2000)

Tschannen-Moran (2000), Butler (1991), Jennings (1967)

Twyman (2008), Lorbeer (2003), Mayer et al. (1995), Rempel et al. (1985)
Gabarro (1978)

Hacker (2002),

McAllister (1995)

Gillespie and Mann (2004), Hacker (2002),

Schockley-Zalabak et al. (2011), Twyman (2008), Neumann (2007),
Nienaber and Schewe (2011)

Hoy and Tschannen-Moran (1999), Whitener et al. (1998)

Gennerich (2000), Shepard and Sherman (1998), Ring (1996)
Gennerich (2000), Ratnasingham (1998), Smith and Barclay (1997)
Sitkin and Roth (1993),

Gillespie and Mann (2004), Lorbeer (2003), Hacker (2001)

Neubauer (1997)

Guenzi and Goerge (2010), Hawes et al. (1989), Trawick (1987), Saxe and Weitz (1982)
Svensson (2004), Swan and Nolan (1985)

Butler (1991)

Sullivan and Peterson (1982)

Guenzi and Goerge (2010), Twyman (2008), Donney et al. (1997), Moorman et al. (1993
Twyman (2008), Kumar (2000), Michel et al. (1998), Zaheer et al. (1998)
Aulakh et al. (1996)

Svensson (2004)

Schockley-Zalabak et al. (2011), McKnight and Chervarny (2002)
Luhmann (2000)

Ranaweera and Prabhu (2003), Pavou (2002), Lewicki and Bunker (1996)
Moore (1998), Donney et al. (1997), Donney et al. (1997)

Mayer et al. (1995)

Delgado et al. (2003), Cook and Wall (20083), Kee and Knox (1970)
Guenzi and Goerge (2010), Nicholson et al. (2001), Swan et al. (1988)
Gillespie and Mann (2004), Butler and Cantrell (1984), Jennings (1967)
Ranaweera and Prabhu (2003), Luhmann (2000), Das and Teng (1998)
Schockley-Zalabak et al. (2011), Mishra (1996), Hart et al. (1986)
McKnight and Chervarny (2002), Dasgupta (2000), Ring (1996)
Gillespie and Mann (2004), Butler (1991)

Schockley-Zalabak et al. (2011), Kramer (2006), Gennerich (2000)
Nienaber and Schewe (2011)

Neumann (2007), Moran (2005), Steckbeck (2004), Einweiller (2003)
Smith and Barclay (1997), Swan et al. (1988), Granovetter (1985)
Jackson (1985)

Zandt (1978)

Whitener et al. (1998)

Twyman (2008), Crosby et al. (1990)

Michel et al. (1998), Moorman et al. (1993), Dwyer and Oh (1987)
Donney et al. (1997)

Schwaner (1996), Ganesan (1994), Barney and Hansen (1994)
Anderson and Weitz (1989)

Lorbeer (2003), Hawes et al. (1989), Swan et al. (1988)

Moorman et al. (1993)

Nienaber and Schewe (2011)

Donney et al. (1997)

Moorman et al. (1993)

Tab.1 Trust antecedents
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Lorbeer (2003)

competence
competence
expertise

reputation
reputation
size

consistency
predictability
consistency
reliability

customer orientation
willingness to customise
flexibility

specific investments
support offered
responsibility

communication

communication

willingness to reduce uncertainty
information exchange

sympathy
likeability

integrity
sincerity
confidentiality
honesty
truthfulness

benevolence
citizenship
fairness

Pirson (2007)
benevolence
concern

care

service

safety

listening

respect

altruism

being taken
seriously
compassion
personal interest

integrity
absence of opportunism
sincerity
honesty
responsibility
betrayal
fairness
integrity
authenticity
deception
exploitation
hidden agenda

identification

value congruence
identification

goals

purpose based trust

transparency/ openness
openness
communication
accessibility

information flow

reliability

keeping promises
reliability

breaking promises
credibility

competence

security

competence

technical competence

reputation
reputation

Tab.2 Categorization of trust antecedents used by Lorbeer (2003) and Pirson (2007)
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To resolve this issue of fragmentation in literature, some authors, as for example Lorbeer (2003)
and Pirson (2007) categorised various trust building factors, as the meaning of many of the
highlighted terms is similar. Lorbeer, after having conducted a literature review on trust
antecedents, suggests eight trust factor groups (competence, reputation, consistency, customer
orientation, communication, sympathy, integrity and benevolence), Pirson, also after having
conducted a literature review and additional interviews, suggests seven factors (competence,
reputation, integrity, Identification, transparency, reliability, benevolence). The following table

shows the two categorization models (see tab.2).

As can be seen, although the authors used different terms and categories to group the factors, the
two models appear to be similar in many regards. For example, both authors suggest including
the grouping factors benevolence, competence, reputation, and integrity. Besides these four
factors, Lorbeer highlights the additional factors consistency, customer orientation,
communication and sympathy. Pirson used the factors identification, transparency and reliability in
addition to the four mentioned ones. In the following, definitions of similar and different factors
have been researched, to reassure that an integration of the two proposed understandings is

possible.

However, Lorbeer's factor ‘customer orientation” can be grouped together with the factor
“benevolence’, as customer orientation can be considered as a substitute for benevolence given
that both terms refer to non-opportunistic behaviour towards the customer supported through a

strong customer focus and shared benefits (Schwepker 2003, cited in Guenzi & George 2010).

In addition, Lorbeer's factor ‘'sympathy” is compatible with Pirson's “identification” factor. This is
based on the notion that identification with another person can be understood as ‘being alike® and
to share the same values (Pirson, 2007). This congruency on the other hand leads to attraction
and evokes positive feelings (Pirson, 2007). Sympathy, can also be described as an connection
based on affective elements and positive feelings (Lorbeer, 2003). Consequently, both terms,

sympathy and identification can be grouped together.

When comparing the remaining elements (communication and consistency - Lorbeer and
transparency - Pirson) it can be seen that Lorbeer's communication and Pirson's transparency
contain similar elements. Lorbeer, for example, views ‘communication” as consisting of the
willingness to reduce uncertainty and information exchange, whereas Pirson views “transparency”
as containing communication, openness and information flow. As a result, communication and
transparency can be grouped together. Lorbeer's “consistency” on the other hand, contains the

factor reliability, which is an indication of a whole new category. In Pirson's model, ‘consistency”
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refers to consistent and dependable behaviour (Tschannen-Moran & Hoy, 2000, cited in Pirson

2007). Following this, consistency can be seen as being related to reliability.

The only factor, which is mentioned twice in an inconsistent manner is responsibility. This factor is
mentioned once among the factor integrity (Pirson) and once among the factor customer
orientation/benevolence (Lorbeer). However, based on the notion of Lorbeer defining responsibility
as to consider the other parties wants and needs carefully (Lorbeer, 2003), it appears more

appropriate to group responsibility in the factor benevolence.

It can be seen that both models are largely consistent and therefore they can be integrated and
used as the base for a meta-model for trust antecedents. The following table shows the integrated
model consisting of the five group factors, proposed by Pirson (2007) and enriched by the factors
collected by Lorbeer (2003). In a smaller font all identified factors have been listed, the bold font

referees to the category these factors are grouped in. However, it is possible that a dominant and

often used factor was used to name a whole category and is therefore mentioned twice.

predictability

keeping promises

keeping promises

Lorbeer (2003) Pirson (2007) Integration Lorbeer / Pirson

| customer orientation benevolence benevolence |
| customer orientation concern concern |
|Wi||ingness to customise care care |
| flexibility service service |
| specific investments safety safety |
|suppor‘t offered listening listening |
| responsibility respect respect |
| altruism altruism |
| benevolence being taken being taken seriously |
| citizenship seriously compassion |
|fairness compassion personal interest |
| personal interest willingness to customise |
| flexibility |
| specific investments |
| support offered |
| responsibility |
| citizenship |
| fairness |
I I
| competence competence competence |
| competence security security |
|expertise competence technical competence |
| technical competence expertise |
consistency (reliability) reliability reliability ‘
I

|

I

I

|consistency reliability breaking promises

|re|iabi|ity breaking promises credibility

| credibility predictability
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Lorbeer (2003)

| communication (transparency)
| communication

|wi|lingness to reduce uncertainty
| information exchange

Pirson (2007)

transparency/ openness
openness

communication
accessibility

information flow

Integration Lorbeer / Pirson

transparency

openness

communication

accessibility

information flow

willingness to reduce uncertainty
information exchange

hidden agenda

honesty
truthfulness

I

I

I

| reputation reputation reputation

| reputation reputation size

| size

I

I

I

I

integrity integrity integrity
sincerity absence of opportunism absence of opportunism
| confidentiality sincerity sincerity

| honesty honesty honesty

| truthfulness responsibility betrayal

| betrayal fairness

| fairness authenticity

| integrity deception

| authenticity exploitation

| deception hidden agenda
| exploitation confidentiality
I

I

sympathy (identification)
likeability

identification

value congruence
identification

goals

purpose based trust

identification / Sympathy
value congruence

goals

purpose based trust
likeability

Tab.3 Integration of trust antecedents used by Lorbeer (2003) and Pirson (2007)

In order to further base the analysis of factors on the integrated model of Pirson (2007) and
Lorbeer (2003) the group factors, 1. competence, 2. benevolence, 3. integrity, 4. reliability, 5.

transparency, 6. identification and 7. reputation, have to be defined in the following.

Competence

According to Colquitt et al. (2007) competence, also named ability, refers to the possession of
specific knowledge and skills needed for specific assignments and to achieve results (Colquitt,
Scott, & Le Pine, 2007; Lewis, 1999). Further, competence also contains interpersonal skills and
general wisdom to complement knowledge and skills (Gabarro, 1978, cited in Colquitt 2007,
Butler & Cantrell 1984). As Pirson adds, having benevolent intentions alone are not enough to
create trust. Skills and expertise are relevant in many situations to justify the establishment of

trust. This is especially important in business relationships (Pirson, 2007).

Alexander H. Kreikenberg 45



Chapter 2: Trust

Benevolence

Benevolence within this context is considered to refer to the extent to which a person behaves in
the interest of another person. This includes not acting in an opportunistic and selfish manner but
rather loyal in a caring and supportive way (Colquitt et al., 2007; Lewis, 1999; Mayer et al., 1995;
Pirson, 2007). Within this context, it is possible to foster an affective connection between the

trustee and the trustor through benevolent behaviour (Lorbeer, 2003; Mayer et al., 1995).

Integrity

Integrity, in contrast, refers to the extent a person behaves according to moral and ethical
principles (Colquitt et al., 2007; Pirson, 2007). Moorman et al. (1993) refer to integrity as a
“perceived unwillingness to scarify ethical standards to achieve individual or organisational
goals” (p.84, cited in Lorbeer, 2003). According to Butler and Cantrell (1984) integrity further can
be considered as being honest and truthful with regard to another party. As a consequence, to
behave with integrity gives other people the possibility to predict behaviour (Lind 2001, cited in
Colquitt 2007).

Reliability

Reliability also fosters the predictability of behaviour by another party. However, as Pirson (2007)
states, within the context of reliability, predictability develops as a result of consistent behaviour
and not of moral and ethical principles (see also Rempel et al. 1985; Mishra, 1996; Hoy &
Tschannen-Moran, 1999). If a person's behaviour is considered to be consistent, there is less
uncertainty with regard to future behaviour, which leads to the establishment of trust (Ring, 1996
cited in Lorbeer 2003).

Transparency

Mohr & Nevin (1990) view transparency as being open, accessible and available. Especially in
situations of information asymmetry, transparency and open communication are important (Lewis,
1999). Further, transparency is considered to guarantee a good information flow (Mohr & Nevin,
1990). Within this context, Schoorman et al. (2007) propose that a person's perceived risk can be
minimised through transparent behaviour (see also Das & Teng, 1998). However, as Pirson (2007)
highlights, transparency has to be accompanied by responsibility, as only appropriate information

should be shared with another party.
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Identification

Identification with, as well as sympathy for, another person can be described as an affective
element among the trust antecedents. Sympathy therefore goes beyond the perceived
competence of another person. Trust is established based on the notion that sympathetic people
have more positive motives and intentions (Nicholson et al., 2001, cited in Lorbeer, 2003).
According to Pavlou (2002) proposes, that familiarity and similarity build the basis for
identification. In addition, high value congruence appears to foster identification with another
person (Shockley-Zalabak & Ellis, 1999).

Reputation

Reputation is defined as a third-party evaluation (Ganesan, 1994; Lorbeer, 2003). As Pirson (2007)
states, especially in the beginning of a relationship, third-party information is used to cope with
the a lack of own experience. Additionally, as Doney & Cannon (1997) note, market position and
company size also can be viewed as an indicator for successful operations and therefore are

considered to foster a good reputation (Lorbeer, 2003).

In addition to the factors identified by Lorbeer and Pirson, additional factors have been identified
by for example Svensson (2004/2006) and within own research. According to their meaning and
interpretation, these factors where re-sorted to fit the different factor groups suggested by Pirson

and Lorbeer. The following table highlights the categorization (see Tab.4):
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Additional factors

acceptance

business sense and judgement

friendly(ness)

tactfulness

caring motives and intentions

ability

capability

loyalty

availability

humour

dependency

sharing control

relevance of information

completeness of information

topicality of information

commitment

discretion/discreetness

effort

Assignment to
group

benevolence

benevolence

benevolence

benevolence

benevolence

competence

competence

reliability
reliability

reliability

reliability

transparency

transparency
transparency

transparency

integrity

integrity

integrity

Reason

According to Svennson (2004), acceptance fits the factor
benevolence

Business sense and judgement is described by Svennsson
(2004) to fit the notion of customer orientation and thereby
benevolence.

Friendliness is described by Svennsson (2004) to fit the notion
of benevolence.

According to Moorman et al (1993), tactfulness refers to a
certain level of etiquette a person has when displaying
information. Although the person has to be honest, tactfulness
refers to the attitude communicated. Therefore, tactfulness fits
the notion of benevolence.

While mentioning caring motives and intentions as a trust
fostering factor, Colquitt (2007) refers to Mayer et al.’s (1995)
model, in which a caring character is described to be a
component of benevolence.

According to Cantrell (2007) ability and competence both
capture the knowledge and skills needed to do a specific job

Hacker (2002) views capability as the level a person fulfils a
certain role. Dowell and Morrison (2013) state that if a person
has the capability and expertise to pursue a certain expected
role, the person is competent. Consequently, capability can be
grouped together with competence.

Pirson (2007) mentions Butler and Cantrell (1984), who see
loyalty as fitting benevolent behaviour.

Butler (1991) defines availability as to be physically present
when needed. This fits the notion of reliability.

Lyttle (2001) views humour as increasing a person's credibility
(Bergeron and Vachon 2008). Credibility, however, is connected
to the factor reliability (Pirson 2007).

Svennsson (2004) views dependency as having the same
meaning as reliability and groups the two factors together.

According to Whitener et al. (1998) sharing control can be
described as behaving in the interest of another person and
showing respect the other party to share important information.
Having another party involved and making information
accessible leads to the notion of transparency.

Relevance and completeness of information are key to open
and transparent communication (Nienaber and Schewe 2011).

Relevance and completeness of information are key to open
and transparent communication (Nienaber and Schewe 2011).

In line with relevance and completeness, information, given by
another person should be up to date, to foster open and honest
communication (Nienaber and Schewe 2011).

Hacker (2002) states that committed persons do not have a
hidden agenda. Further, Gillespie and Mann (2002) view
commitment in the context of leadership as to be committed to
the things that are promised. Therefore, commitment fits the
notion of integrity.

Discretion fits the factor confidentiality, which Lorbeer (2003)
groups with integrity. Consequently, discretion can be grouped
with integrity.

Sullivan and Peterson (1981) believe effort, described as hard
work for the future of a relationship, fosters trust. In their
opinion, people rely on the fact that the effort, other people
undertake will be good. Therefore, effort can be grouped to the
factor integrity.

Tab.4 Assignment of additional literature to Pirson‘s (2007) categorisation
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In conclusion, it can be seen, that all the identified antecedents of trust can be mapped onto the
categorisation of Pirson (2007). Although different terms have been used, each term can be
grouped to one of the seven factors Pirson suggests in his research. The enriched list with the
seven factors and the various sub-factors builds the basic understanding of trust antecedents
within this study. An complete overview over all literature analysed can be seen in App.I1.

(see tab.5):

Trust building factors of the integrated model based on
Lorbeer (2003) / Pirson (2007)

benevolence / customer orientation

concern, care, service, safety, listening, respect, altruism, being taken, compassion, personal interest, willingness to compromi

additional factors: acceptance, business sense and judgement, friendly(ness), tactfulness, caring motives and intentions

competence

security, technical competence, expertise

additional factors: ability, expertness, capability

reliability
keeping promises, breaking promises, credibility, predictability, consistency

additional factors: loyalty, availability, humour, dependency

transparency/ openness
openness, communication, accessibility, information flow, willingness to reduce uncertainty, information exchange

additional factors: sharing control, completeness and relevance of information, topicality

integrity
absence of opportunism, sincerity, honesty,betrayal, fairness, authenticity, deception, exploitation, hidden agenda, confidentiali

additional factors: commitment, discretion, effort

identification / sympathy

value congruence,goals, purpose based trust, likeability

reputation

size

Tab.6 Categorization of trust antecedents

Concluding the search for trust antecedents, it can be said that Pirson (2007) suggests a
comprehensive framework for the categorisation of factors. The literature review regarding trust
antecedents within this study confirmed Pirson's (2007) initial findings and, then is needed to

enriched Pirson's (2007) list of factors to get a holistic overview.
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Consequently, the seven factors that appear to be important for trust building are:

. competence (e.g. Kee & Knox, 1970; Gabarro & Athos, 1978; Mayer et al., 1995; Neumann
& Bauer, 2007; Twyman et al., 2008, Bonte, 2008; Guenzi & Georges, 2010; Shockley-
Zalabak & Morreale, 2011)

. benevolence (e.g. Gabarro & Athos, 1978; Rempel et al., 1985; Mayer et al., 1995; Lorbeer,
2003; Twyman et al., 2008; Guenzi & Georges, 2010, Nienaber & Schewe, 2011)

. integrity (e.g. Gabarro & Athos, 1978; Mayer et al., 1995; Hoy & Tschannen-Moran, 1999;
Bonte, 2008;)

. reliability (e.g. McAllister, 1995; Lewicki & Bunker, 1995, 1996; Mishra, 1996; Gennerich,
2000; Pavlou, 2002; Bonte, 2008; Nienaber & Schewe, 2011; Shockley-Zalabak & Morreale,
2011)

. identification (e.g. Lewicki & Bunker, 1996; Pavlou, 2002; Ranaweera & Prabhu, 2003;
Gillespie & Mann, 2004)

. transparency (e.g. Mishra, 1996; Whitener, Brodt, & Korsgaard, 1998; Neumann & Bauer,
2007; Bonte, 2008; Twyman et al., 2008; Shockley-Zalabak & Morreale, 2011)

. reputation (e.g. Lewicki & Bunker, 1995; Rousseau et al. 1998; Doney & Cannon, 1998;
Einwiller, 2003; Moran, 2005; Neumann & Bauer, 2007; Steckbeck, 2004; Ebert, 2009)

When reviewing the literature, it becomes apparent that there is agreement about the existence of
factors that lead to trust. Further, as shown, many authors suggest trust building factors in their
studies. However, there is a lack of research clarifying how intense the various factors have to be.
Put differently, there is no research about how competent (or reliable, or transparent, or other
antecedents) a person has to be, to be perceived as trustworthy. Although many papers
discussing trust antecedents were published in recent years, many of the authors cited previously
published over a decade ago (e.g. Swan et al., 1988; Mayer et al., 1995). Parra et al. (2011) refer to
this issue in their work as well. According to Parra et al. the justification for the usage of older
papers lies in their continued importance for academic literature today. As such, much of the
current academic work is still based on findings by authors like Mayer et al. (1995) or Rousseau et
al. (1998).

The next section will build on this established knowledge and shed light on trust in different
contexts. These contexts can be identified as where trust is placed and this notion provides

therefore the focus of investigation.
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2.3. Where trust is placed

Within the literature, authors differentiate trust situations according to the characteristics of the
trustee. Castaldo et al. (2010) for example call the trustee and the trustor involved in the trust
situation the “subjects” of trust and note that they can be “individuals, groups, firms, and
organizations” (p.663). Within this context, Guenzi et al. (2009) and Guenzi & Goerge (2010)
distinguish between inter-personal trust and organizational trust, while Luhmann (2000) for
example proposes a distinction between personal and system trust. Other authors (e.g.
Williamson, 1993a) add the notion of institutional trust. Within this context, trust may also
classified as being impersonal, as the trust recipient does not necessarily have to be a person
(McKnight & Chervany, 2002).

Organizational trust will be examined with reference to the relation to interpersonal trust. Within
the context of organizational trust, different dimensions will be explored, before system and

institutional trust are examined.

2.3.1. Inter-personal and organizational trust

As mentioned, inter-personal trust is often researched within sociological or psychological science
and focusses on trust between two people, a small network, or even a whole society (Deutsch,
1958; Lewicki & Bunker, 1995; Rothstein & Uslaner, 2005; Fladnitzer, 2006; Castaldo et al., 2010;
Burkhardt, 2011; Hock, 2012). As such, the concept of interpersonal trust has also has attracted

the interest of organizational scholars (Lewicki et al. 2006).

Although Blomqvist (1997) notes that trusting a person or trusting an organisation are two different
things, many other researchers consider interpersonal trust to be the foundation for organizational
trust (Anderson & Narus, 1990; Fulmer & Gelfand, 2012; Pirson & Malhotra, 2011; Zaheer et al.
1998). In particular, according to Fulmer & Gelfand (2012); organizational trust is believed to
consist of interpersonal trust, but at a multidimensional level. Therefore, the challenge with the
organizational trust conceptualization is to expand an individual-level phenomenon to multiple
dimensions within an organizational context (Anderson & Narus, 1990; Zaheer et al., 1998).

There are two important research streams to mention (Lewicki et al., 2006): psychological trust
research, viewing trust as an intrapersonal state, influenced by dispositional factors; and
behavioural trust research, considering trust as being a rational-choice. This categorisation fits the
distinction between general and specific trust (Kenning, 2008) or the differentiation of trust-as-
attitude and trust-as-choice (Li, 2012), that have been examined earlier in detail. The behavioural
view on trust is more relevant in a managerial context, as it allows trust to be seen as

influenceable across a relationship's lifetime (Kenning, 2008; Li, 2012).
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Pirson & Malhotra (2011) state that interpersonal trust, defined as the “extent to which individuals
(origin) trust other individuals (referent) along relevant trustworthiness dimensions” (p. 1089) can be
transferred to the organizational context by stating that organizational trust is “the extent to which

individuals (origin) trust an organisation (referent)” (p. 1089).

The identified factors, influencing an individual's perceived trustworthiness can be transferred to
an organizational context, as well. As Schoorman et al. (2007) and Ellonen et al. (2008) state,
trustworthiness dimensions that can be found at an individual level, such as benevolence or
integrity, also decide about an organisation's perceived trustworthiness. This finding is of utmost
importance for this thesis, as the objective is to measure the level of interpersonal trust an

individual has within the buyer-seller relationship.

According to Guenzi et al. (2009) a person's relationship with a company is multidimensional.
Consequently, it is not only the companies overall trustworthiness, expressed by certain
characteristics, that influences a customer's trust. As lacobucci and Ostrom (1996) state, it can be
distinguished between individual-to-individual relationships and individual-to-firm relationships
(Guenzi et al., 2009). Individual-to-individual relationships relate to situations with personal
interaction (e.g. between the customer and salespeople or front line employees (see
Noorderhaven, 1992), while individual-to-firm relationships, relate to a customer's familiarity with a
company, its brand(s) and the goods or services, the company offers. Within this context, Guenzi
et al. (2009) refer to Bendapudi and Berry (1997) and Gwinner et. al. (1998), who suggest a
customer-centric perspective, consisting of 1) customer-to-employee, 2) customer-to-company, 3)

customer-to-brand and 4) customer-to-good/service relationships.

Although these four items seem to comprehensively describe the dimensions, a customer can
trust in, their is another dimension worth mentioning. Jeng and Bailey (2012) suggest that value-
added-services have increasingly become a hygiene factor to customers and that value-added-
service therefore should be regarded as being of similar importance as the core good or service a
company is offering. In fact, in many business areas, companies are focussing on improving their
value-added-services, to differentiate themselves from their competitors (Janig, 2004; Berndt et
al., 2010; Beutin, 2005). Thus, besides trust-in-products, trust-in-value-added-services should be

integrated in the customer-centric perspective.

As a consequence, with the attempt to measure customer trust in an organizational context, it can
be seen that a multidimensional view is to be recommended. This opinion is shared by others
researchers, for example Plank et al. (1999), who also suggest that trust within a buyer-seller dyad

trust should always be considered on a multidimensional perspective. Plank et al. go on to
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advocate the dimensions 1) salesperson, 2) product and 3) company. However this does not offer
an as nuanced typology. The five dimensional view on trust in a buyer-seller-dyad, with the
addition of a value-added-service and brand dimension, affords a better conceptual base.
(Bendapudi & Berry, 1997; Gwinner et al., 1998; Guenzi et al., 2009; Jeng & Bailey, 2012).
Consequently, applying Plank et al.’s terminology, the five dimensions are 1) salesperson trust
(customer-to-employee), 2) company trust (customer-to-company), 3) product brand trust
(customer-to-brand), 4) product trust (customer-to-good/service) and 5) value-added-services

trust (customer-to-value-added-services).

2.3.1.1. Company trust

According to Plank et al. (1999) company trust “is the belief that the company will fulfil all its
obligations as understood by the buyer (p. 62). As Schoorman et al. (2007) state, customer trust
towards a company depends on the perceived level of the company's trustworthiness, which can
be seen as a direct result from the company‘s behaviour and actions. However, being trustworthy

does not equal to being trusted (Shockley-Zalabak & Morreale, 2011).

Shockley-Zalabak & Morreale (2011) highlight that companies have to implement trustworthy
principles throughout the whole organisation. Ennew & Sekhon (2007) highlight that an institution‘s
trustworthiness is influenced by internal policies and intra-organizational practices. A company's
image and its reputation help the customer to access trustworthiness. Companies, can for
example, be perceived as competent or benevolent, which leads to customer trust. Additionally,
trust in a company is fostered through ethical corporate behaviour and will be reduced by
unethical corporate behaviour (Leonidou et al., 2012). A company's perceived trustworthiness

then will reduce uncertainty for the customer (Leonidou et al., 2012).

When buying a product, customers often have problems in assessing a product's performance.
Therefore, the company, being the service or product provider becomes relevant (Ennew &
Sekhon, 2007). The company builds the framework for a purchase situation and customers often
infer product quality when they trust the institution (Ennew & Sekhon, 2007). However, as Guenzi

et al. (2009) state, company trust is always separable from product or salesperson trust.

2.3.1.2. Salesperson trust

According to Fulmer & Gelfand (2012) organizational trust is believed to consist of interpersonal
trust, but at a multidimensional level. One dimension according to Plank et al (1999) is the
salesperson. Trust in a salesperson is probably the most researched dimension within this context

(see Swan & Nolan, 1985; Hawes et al., 1993; Guenzi & Georges, 2010), because trusting a
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salesperson is no different to trusting another person (Anderson & Narus, 1990; Zaheer et al.,
1998). In many cases, the first impression and the behaviour of a salesperson during a relationship
decides about customer trust and consequently customer behaviour (Winschmann & Miiller,
2006). Salesperson trust can reduce uncertainty by substituting brand trust if customers purchase
unbranded products (Guenzi et al., 2009). There are many guides and recommendations for
salesperson based on notions of interpersonal trust regarding the question of how to behave to

foster customers trust.

Pirson & Malhotra (2011) define an interpersonal relationship as being characterised by the”extent
to which individuals (origin) trust other individuals (referent) along relevant trustworthiness
dimensions”(p. 1089). The referent, in this case the salesperson, would therefore be evaluated
along his/her characteristics, such as for example benevolence or integrity, to decide about the
level of trust (Schoorman et al., 2007). As a consequence, Plank et al. (1999) refer to salesperson
trust as “the belief that the salesperson will fulfil his/her obligations as understood by the
buyer” (p.62). Further, Plank et al. (1999) refer to Swan & Nolan (1985), who stated that “the buyer
believes and feels that he can rely on what the salesperson says or promises to do in a situation
where the buyer is dependent upon the salesperson's honesty and reliability” (p. 40).
Consequently, salesperson trust is an important dimension within organizational trust, as the

salesperson can directly influence or change the customer‘s behaviour.

2.3.1.3. Product trust

According to Plank et al. (1999) customer trust can also exist towards a good or a service. Due to
their characteristics, there is a difference between trust in goods and services. The customer is
usually able to touch and explore a good before purchase. This is not so for services. Services are
intangible. The point of usage and experience of the service usually falls in the exact same point in
time. Hence, according to Plank et al. (1999), more trust is needed in the area of services, than

general goods and is built on the construct of expectation.

Meffert & Backhaus (2008) note that the good/service is of great importance to the overall trust
building process and that it is closely related to the overall trust assessment of the customer. This
is supported by Wilson et al. (1995), who state that trust in a goods or service can be described as
the heart of an exchange relationship. The authors further state that a good or service must
perform well in order to let the relationship continue. They note that “customers cannot be
retained if a firm does not provide equal or greater value than the competitors” (Wilson et al.,
1995).
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Pirson (2007) notes that trust in goods and services can be fostered through a high level of
perceived quality. Other product attributes, e.g. design and price can also foster trust.
Consequently, the trust in goods and services also depends on the good's or service's
trustworthiness (Pirson, 2007; Meffert & Backhaus, 2008). This view is also underlined by Plank et
al. (1999), who proposed that good's and service's trust can be fostered through customer

satisfaction and if a company‘s customer service listens closely to the customer.

Consequently, trust in good/service can be defined as the belief that the product/service will fulfil

its function as understood by the buyer (Plank et al. 1999, p.62).

2.3.1.4. Product brand trust

San Martin & Camarero (2005) argue, that at the beginning of a customer-company relationship,
there is information asymmetry between the two parties: the customer knows little about the
company and thus, perceives the decision for one specific company as risky. The company
therefore has to mitigate the customer's selection problem through information exchange (Meffert
et al., 2005). A brand, in particular, is seen as having a certain signalling effect, helping the firm to
present for example competence and quality (San Martin & Camarero, 2005). Consequently, the
information a person gets through a brand name reduces the risk perceived by the consumer
when selecting a company (Esch & Wicke, 2001; Gries, 2006; San Martin & Camarero, 2005).
Especially well-known brands are perceived to be less risky to buy, if no additional information is
available (Winschmann & Mudller, 2006). This is supported by Sprenger (2007), who refers to
brands as “navigation aids” for the customer that lead to a better recognition and differentiation
among other products (Weber, 2012). The company therefore should carefully decide about the
brand name and the message behind it, as false promises also can lead to distrust (San Martin &
Camarero, 2005).

In many cases, companies seek to develop brand personalities that connect to human
characteristics, such as competence or reliability, with branded products, (Winschmann & Miller,
2006). According to Winschmann & Miiller (2006) the customer's perceived brand value is formed

by omnipresence and publicity and can be broadened with the help of advertisement.

According to Delgado-Ballester (2004) brand trust in particular is considered to be “the confident
expectations of the brand's reliability and intentions in situations entailing risk to the consumer”(p.
574). This definition fits the prevailing “expectancy conceptualization” of trust that includes risk as

a critical variable to influence a choice (Delgado-Ballester, 2004).
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To be consistent with the notions of company, salesperson and product trust, brand trust can be
defined as the belief that the brand will fulfil its functions as understood by the buyer. This
definition is also consistent with the definition of brand trust proposed by Chaudhuri & Hoibrook
(2001), who propose a definition in consonance with Moorman et al.'s (1992) and Morgan and
Hunt's (1994) definition. The authors state that brand trust is “the willingness of the average
consumer to rely on the ability of the brand to perform its stated function” (Chaudhuri 2001, p. 82).
In addition, it is important to highlight that just as every other trust recipient, brands also underly
calculative processes of trustworthiness evaluation (Doney & Cannon, 1997; cited in Chaudhuri &
Holbrook, 2001).

2.3.1.5. Value-Added-Services

Value-added-services can be defined as benefits for the customer, which s/he does not expect. In
most cases, the added services are directly linked to the main product or services, complement
the core product or upgrade its perceived value (Janig, 2004; Beutin, 2005; Berndt et al., 2010). As
Berndt et al. (2010) point out, value-added-services support a company's effort to increase

customer satisfaction and they trigger repeat purchases and positive word of mouth.

Typical examples for this dimension are: (1) FMCG: coupons for other products, competitions,
store cards or reward programs; (2) customer durables: financial services, insurances, product
extensions, tickets to sport games, IT apps or services, after-sales service; (3) services: tickets to

sport games, service bundle, check ups or inspections at no charge, IT-apps or services.

Jeng & Bailey (2012) suggest that value-added-service should be regarded as being of similar
importance as the core good or service a company is offering. Consequently, just as the customer
trusts in the product, s/he is also assumed to trust in value-added-services. To be consistent with
Plank et. al's (1999) definitions of salesperson, company and product trust, trust in value-added-
services therefore can be defined as: trust in value-added-services is the belief that the services
will fulfil their functions as understood by the buyer. This definition highlights the similarity of

product and value-added-service trust.

Dietz (2011) makes a an important point regarding inter-personal trust in organisations. In his
opinion, it does not matter what form of trust is relevant in a specific situation, because every trust
process follows the same sequence: “an assessment of beliefs, a decision, a risk-taking act,
feedback on the outcomes” (p. 216). Consequently, although the trust recipient varies, the

resulting process remains the same (Dietz, 2011). Trust in one of the five dimensions (company,
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salesperson, product, product brand and value-added-service) therefore is always based on an

assessment of trustworthiness characteristics (Schoorman et al., 2007).

However, as Bachmann (2011) states, this does not mean it is possible to ignore the contextual
setting of trust. In particular, Bachman postulates that unfortunately many conceptual and
empirical studies on trust, including the well-known trust concepts of Mayer et al (1995) or
Rousseau et al. (1998), see trust as a micro-level phenomenon between individuals, which can be
described as a “dispositional attitude or a state of mind an individual develops over time in the
fact of experiences made with another individual”(p.204). In Bachmann's view, this definition, if
applied, ignores the macro-level factors that are linked to institutions and systems (see also
Williamson, 1993a; Luhmann, 2000; McKnight & Chervany, 2002). Therefore, in the following, both,

system and institutional trust, will be considered.

2.3.2. System and institutional trust

System trust

Lewis & Weigert (1985) define system trust as the belief in rules or regulations that support
successful transactions. Further, Luhmann (1979) states that “the inner foundations of trust which
we are seeking cannot lie in cognitive capacity” but in “a type of system-internal
suspension” (Luhmann 1979, p. 79, cited in Méllering 2004). According to Pennington et al. (2003)
system trust consists of two distinguishable elements: 1) structural assurances—measures that
foster a feeling of safety within the trustor (e.g. norms, legal regulations, guarantees and
contracts); and 2) situational normality—routines and measures that establish normality, thus

reducing uncertainty

Consequently, individuals trust in the functionality of rules and regulations rather than in a specific
person (Luhman 1979, Lewis & Weigert 1985, cited in Blomquvist 1997). Interpersonal trust
thereby becomes less important, when the individual is part of a greater system (Blomqvist, 1997).
According to Blomqvist (1997) the same is true for institutional trust, which will be described

below.
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Institutional Trust

In particular, institutional trust “refers to the social and organizational context within which
contracts are embedded” (Williamson, 1993b, p. 486, cited in Cowles, 1997). Within this context,
Hacker (2005) defines institutional trust further. For the author, trust can be between people, or
between bodies of people (institutions), which he defines as the greater environment a person is
integrated in. In an organizational context, therefore, the organisation is the body for the
employees, setting ground rules, norms and policies (Hacker, 2005). Following this thought, the
institutional environment can also be defined as macrostructure, supporting every transaction
(Williamson, 1993b).

As a consequence, rather than to trust in microlevel or personal transaction support, Williamson
(1993) views the institutional environment as containing satisfying mechanisms to reduce
uncertainty. He summarises five safety mechanisms on a population level (culture, politics,
regulation, professionalisation, networks) and one safety mechanism on an organizational level
(corporate culture) (Cowles, 1997). As these six elements of institutional trust reduce the necessity

for interpersonal trust, it is often referred to as impersonal trust (McKnight & Chervany, 2002).

This finding is especially important within the investigation of customer trust in an organizational
setting. It can be seen that the organisation, representing the macro-level body for an individual,
good or service with an pre-defined set of the rules and norms may lead to customer trust. This is
supported by Schweer & Thies (2005), who highlight that trust can only be gained if trust is

implemented as a company principle (Hubig & Simoneit, 2007).

All of the presented trust forms seem to be relevant in an customer-company relationship (Dowell
& Morrison, 2013). Dowell et al. (2013) for example, defined customer relationships evolve through
different phases; each phase has different trust requirements. In the first phase (pre-relationship)
individuals have not met yet, which leads to trust, if it exists, being based on institutions
(McKnight & Chervany, 2002) or brands (Esch & Wicke, 2001; San Martin & Camarero, 2005;
Gries, 2006) rather than on another person. In contrast, trust within the next stage (early
interaction) may also contain interpersonal trust. However, institutional or brand trust might reduce
the necessity of interpersonal trust within this stage. The next stage (relationship growth) is seen
as the most critical to the development of trust, as interpersonal trust is expanding. After this
phase, Dowell regards the relationship as being at its mature level. (Dowell & Morrison, 2013)
Obviously, having in mind that long-term relationships should be fostered, this step should be

enlarged if possible.
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In summary, it can be said that the five dimensions, including their value in specific situations,
have to be considered when conceptualizing customer trust in an organizational context. Further,
it is also important to understand the interconnectedness of the different concepts. Inter-personal
trust appears to be the base for most of the research in an organizational setting. However, before
concluding the conceptual framework of trust within this study, trust measurement is explored in
detail, in order to be able to bring together the view on trust within this study and an appropriate

measurement approach.

2.4. How trust is measured

As the literature review on trust has shown, research on organizational trust has gained more and
more attention over the last few of years. Even though it seems that certain fields will be able to
produce “onsets” of coherence in conceptualization and definition in the near future, work on
measurement is still fractured (Earle et al., 2010; Gillespie, 2012). Nonetheless, to gain more
knowledge about trust, its measurement is still an important issue. This train of thought is also
underlined by Koza & Lewin (1998), who state “for trust to be a useful concept, its principle
components must be identified, operationalised, and measured’ (Koza & Lewin 1998, p. 259, cited
in Li 2007). However, within the literature, there are only a few studies that have tried specifically
to measure customer trust. Therefore, the context of trust measurement has to be broadened to
see if trust is measurable and how other authors have measured trust in a range of situations. For
that reason, the following section will investigate the measurability of trust and examine existing
approaches to trust measurement. First the literature will be reviewed according to “how trust is

measured”, followed by the question if, and under which circumstances, trust is measurable.

2.4.1. Conceptualization of trust measurement

When analysing literature on trust measurement, a few characteristics came to light. These

characteristics of trust measurement can be used to structure this section.

2.4.1.1. General and specific trust scenarios

The first differentiation can be seen in general and specific trust scenarios. While early methods of
trust measurement concentrated on general trust measures and its implications (Rotter, 1967;
Johnson-George & Swap, 1982; Anderson & Narus, 1990; Couch & Jones, 1997). Later attempts
focused on trust measurement within specific fields. Michell et al. (1998) measured trust within the
banking, trade- and electronic sector; Crosby et al. (1990) measured trust within the insurance

sector, Mohr & Spekman (1994) measured employees trust; Nielson (1998) measured trust
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between between a company and its suppliers; Ranaweera & Prabhu (2003) measured trust within

the telecommunication sector.

2.4.1.2. Trust psychometrical measures

The second differentiation within the field of trust measurement can be undertaken regarding their
psychometry. According to McEvily (2011) there is a common used research paradigm that appear
to dominate in organizational research. In particular within economic science, behavioural
measures are preferred, while within social science organizational research emphasises the
importance of attitudinal measures. Behavioural measures often include economic game theory,
which has been renamed in the “trust game”. Within this game and comparable measures,
observable alternatives are often linked to monetary consequences, to fit the economic basis of
the approach (McEvily, 2011).

Colquitt (2007) also examined the trust literature and found three scales of trust measurement,
which can be subsumed under attitudinal measures: (1) expectation measurements (e.g., Cook &
Wall, 1980; Luo, 2002; McAllister, 1995; Read, 1962; Roberts & O’Reilly, 1974, cited in Colquitt
2007); (2) vulnerability measures (e.g., Jarvenpaa et al.,, 1998; Mayer & Davis, 1999; Mayer &
Gavin, 2005, Schoorman et al., 2007, cited in Colquitt 2007); (3) direct measures (e.g., Ball et al.,
1993; Brockner et al. , 1997; Driscoll, 1978; Earley, 1986, cited in Colquitt 2007).

Schoorman et al. (2007), while reviewing their own work on trust conceptualising, also highlight
different trust measurement efforts. Their own model (Schoorman, Mayer, & Davis, 1996) is based
on the definition of trust as “the willingness to be vulnerable to another party” (p. 347) and thus
measures the strength of willingness to take a risk with regard to the other party. With their four-
item approach, their measured trust level went beyond the level explainable by the factors ability,

benevolence, and integrity and reached a strong internal consistency (Cronbach’s alpha 0.82).

According to Uslaner (2008) many attitudinal studies are not suitable to be used in practice
because they do not adequately predict the customer‘s behaviour. Instead Uslaner (2008) points

out that most trust measures only address the moral values associated with trust.

2.4.1.3. Trust measuring method

The third differentiation can be identified regarding their trust measuring method (Naef & Schupp,
2009). Broadly, trust measurement are either conducted through experiments or observation
(Berg, Dickhaut, & McCabe, 1995; Glaeser et al. 2000; Mechanic & Meyer, 2000). Experiments are

mostly qualitative, while observations are mostly conducted through questionnaires, which are
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mostly quantitative (Hedges et al. 2009; Huth, 2004; Pirson, 2007; Plank et al., 1999). In the last
years mixed-method approaches were used more frequently, consisting of qualitative and
qguantitative methods to increase the significance of the results (e.g. Todd, 2001; Ozag, 2002;
Daley, 2009). Triangulative measures (different measures which are used to explore one scientific
circumstance) have the advantage to increase objectivity (Wilczynski, & Kaiser, 2012). Especially
when the matter of research can bee seen as subjective (List & Scrubar, 1988). Newer trust
measuring approaches try to focus on the utilisation of modern methods. Other authors like
(Dimoka, 2010) try to approach trust measurement from the field of neuro-science by measuring
brain activity through functional brain imaging during experiments to provide new insights to

unanswered questions of trust research.

2.4.1.4. Trust object and content

The forth differentiation can be made regarding the trust object (where trust is placed) and trust

content (how trust is built).

According to Calnan and Rowe (2006) and Guenzi (2009), a relationship of a customer with a
company is multidimensional, which means that the customer does not just trust the company,
but differentiates between multiple facets of the company. Most commonly proposed trust objects
are: company, service, product, product brand, brand, system provider, various institutions or
institutional levels, salesperson, management, value-added-services or the government (lacobucci
& Ostrom, 1996; Bendapudi & Berry, 1997; Gwinner et al., 1998; Plank et al., 1999; Korczynski,
2000; Huth, 2004; Jeng & Bailey, 2012; Vickerstaff et al. 2012).

It seems that the trust object (trust building factors) and their constellations are strongly influenced
by the field and subject of research. Most of the time no solid definition is given why a specific set

of objects is tested.

Within the context of attitudinal measures, a great variety of factors have been proposed in
different constellations. As shown before, most factors were based on ability, benevolence,
competence, confidentiality, consistency, fairness, honesty, integrity, openness, predictability,
reliability, reputation (Saxe & Weitz, 1982; Swan & Nolan, 1985; Michaels & Day, 1985; Coleman,
1990; Mishra, 1996; Doney & Cannon, 1998; Lewicki et al. 1998; Rousseau et al., 1998; Shockley-
Zalabak & Ellis, 1999; Hoy & Tschannen-Moran, 1999; Dasgupta, 2000; Coulter & Coulter, 2002;
Pavlou, 2002; Hacker et al. 2002; Einwiller, 2003; Farrelly & Quester, 2003; MacMillan et al. 2004;
Gillespie & Mann, 2004; Kingshott, 2006; Zhao & Cavusgil, 2006; Neumann & Bauer, 2007;
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Twyman et al.,, 2008; Shockley-Zalabak & Morreale, 2011; ;Vickerstaff et al., 2012; Ozawa &
Sripad, 2013).

2.4.2. Accessibility of trust measurement

Several studies have demonstrated that trust in general is measurable, if trust is understood and
defined in a specific way. (Morgan & Hunt, 1994; Cummings & Bromiley, 1996; Plank et al., 1999;
Huth, 2004; Pirson, 2007; Naef & Schupp, 2009; Shockley-Zalabak & Morreale, 2011; Ozawa &
Sripad, 2013).

Trust has to be seen as part of an interaction involving a trustor and a trustee, or put differently: an
origin and a referent (Pirson & Malhotra, 2011). Recent research indicates that the trustee does not
necessarily have to be a person, but can also be a system, institution or an tangible or intangible
object (Calnan & Rowe, 2006; Colquitt et al., 2007; Schoorman et al., 2007, Guenzi et al., 2009;).
Further, trust has to be viewed as cognitive (Mayer et al., 1995) and therefore as a reflective
process (Luhmann, 2000), which is perceived in essence as a conscious decision (Baier, 2001). If

trust is seen as an unconscious decision (e.g. Endress, 2002), trust is not measurable.

Additionally, trust has to be considered as being behavioural or attitudinal (Schweer & Thies,
2003). Behavioural trust, however, is especially difficult to measure, because studies can only be
conducted through observation, experiments or longitudinal studies (Naef & Schupp, 2009;
McEvily, 2011). Trust as an attitude has been widely accepted to be measurable (McEvily, 2011),
but is perceived as unsuitable in economic and organizational scenarios, because it does not link
the customers attitude to trust action (e.g. to take a risk) (Uslaner, 2008). Consequently, many
authors (e.g. McEvily, 2011; Vickerstaff et al., 2012) suggest mixed-method approaches, which
combine behavioural and attitudinal, and therefore qualitative and quantitative approaches, to

increase robustness of the model.

Another issue in trust measurement is the quality of existing scales. According to Hall et al. (2002),
the quality of trust measurement scales differs widely in research. Most scales are specialized on
a field or outcome and therefore do not incorporate the most important domains of trust. More
flexibility by providing scale validity and reliability is needed to adapt to various situations. The
second noticeable problem with recent trust scales is the limited number of study participants
leading to inadequate assumption about causality, the non-existence of long term studies and no

repetition of studies (Hall et al., 2002).
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In conclusion, it can be stated that trust measures can be differentiated into general and specific
trust measures, psychometrical measures, trust measuring methods or regarding trust object
measurement and trust content measurements. Furthermore, most empirical studies undertaken
so far appear to focus on specific trust situations, emphasising attitudinal measures through

quantitative research by focussing on trust.

As this research tries to assess the measurement of existing trust methodologies, a couple of

authors could be identified who state critical thoughts on current trust measurements.

For instance Hernandez & Santos (2010) argue that many studies define trust as expectation of
the trustee‘s future behaviour, but do not base their measurement approach on this notion. In
contrast, many scholars then use an approach to measure simply a trustee's characteristics.
However, to overcome this issue, some researchers defined trust as the expectations of another
party‘s characteristics. However, this view leads to the measurement of an expectation, rather

than to the measurement of trust (Hernandez & Santos, 2010).

Dietz and Den Hartog (2006) identify two additional problems. The majority of trust scales are
either one dimensional and aim to measure the level of trust of one specific stakeholder group
(Rotter, 1967; Thornton & Kline, 1982; Robinson, 1996; Spreitzer & Mishra, 1999; Mayer & Davis,
1999; Delgado-Balleste et al. 2003; Pirson, 2007) or suggest which trust objects (trust building
factors) are relevant (Dietz & Hartog, 2006). This means that existing trust measuring scales can

be considered as too specific or narrow to fit different customer product categories.

According to Whipple et al. (2013) so far the disciplines of customer retention and customer trust
strongly relied on the scale development of other fields such as sociology, psychology or
economics and marketing. Trust measurement scales developed for a specific purpose were often
transferred within the context of a broader understanding of interpersonal trust to another
research problem (Hall et al., 2002). It seems that content validity and reliability are often of
second order, because content validity of specific trust measures is not automatically transferred
to a new measurement situation (Whipple et al., 2013).

When developing an instrument to measure trust, it is important to have these restrictions and
current challenges in mind. However, as shown, it is of utmost importance for the measurability on
trust to first conclude on a general understanding of trust. Before a trust measurement instrument
is developed, the findings of this chapter and a presentation of a trust framework concludes this

chapter.
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2.5. Conclusion

As indicated, trust is assumed to be the key to successful long-term relationship as it influences
inter-personal and inter-organizational relationships on multiple levels (Zaheer et al., 1998). In
relationship marketing, trust is assumed to play an important role (Morgan & Hunt, 1994), as it
reduces uncertainty in today's complex business environment (Luhman, 2000, cited in Kenning,
2008). However, trust research is highly inconsistent and mainly depends on the background of

the researcher.

A collective definition of trust as a basis for research, which is characterised through its
universality and its general operationalizability within various areas of research, is still not available
with the academic literature (e.g. Lorbeer, 2003; Paliszkiewicz, 2011; Li, 2012; Dowell & Morrison,
2013). This research explores different aspects of trust in order to build an own understanding of

trust, which is presented in the following.

In general, trust is considered to develop and evolve under high levels of repeated interaction and
to be based on the notion of general and specific trust (Shapiro, 1987; Kenning, 2008;
Paliszkiewicz, 2011; Li, 2012). In addition, there are several elements that have been identified to
be essential (Seifert, 2001; Pirson, 2007; Castaldo et al., 2010).

As Seifert (2001) and Pirson (2007) state, a person faces a trust situation, when it is characterised
by uncertainty, a potential personal loss and the freedom of choice. The trust decision then
depends on several things. A person's level of trust towards other individuals or networks
depends on dispositional factors, in combination with situational factors. There are many authors
suggesting distinctions of concepts, of which the most comprehensive studies are summarized in

the following:

(1) psychological view on trust (Lewicki et al., 2006); general trust (Kenning, 2008); trust-as-
attitude (Li, 2012)

(2) behavioural view on trust (Lewicki et al., 2006); specific trust (Kenning, 2008); trust-as-choice
(Li, 2012)

It is believed that if someone has a low level of general trust, it might be a challenge for this
person to develop trust in specific situations (see also Kenning, 2008). However, the important
notion for companies is that specific trust is based on affective (emotional) and cognitive (rational)
elements (Mdéllering, 2006) and thereby influenceable (Kenning, 2008; Li, 2012). Emotional trust, on

the one hand, is based on unconscious feelings (Johnson & Grayson, 2005), while cognitive trust
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is based on gained knowledge and rational reasoning about a trustee's trustworthiness (Méllering,
2006; Castaldo et al., 2010).

Accordingly, to foster trust in an initial stage and to establish expectations about the other parties
behaviour, a trustor has to gather information about the trustee. The most important information a
trustor has to gather concerns the trustee‘s trustworthiness. The perceived level of
trustworthiness is what makes the trustor willing to accept vulnerability and ultimately to trust
(Mayer & Davis 1999, Kim et al. 2006, Branzei et al. 2007, cited in Pirson & Malhotra 2011, Dietz
2011).

Although there are several trust building factors, that have been suggested by an extensive
number of authors, seven factors appear to be most relevant and to describe other suggested
trust factors comprehensively (Pirson, 2007). These factors are: competence (e.g. Kee & Knox,
1970; Gabarro & Athos, 1978; Mayer et al., 1995; Neumann & Bauer, 2007; Twyman et al., 2008,
Bonte, 2008; Guenzi & Georges, 2010; Shockley-Zalabak & Morreale, 2011); benevolence (e.g.
Gabarro & Athos, 1978; Rempel et al., 1985; Mayer et al., 1995; Lorbeer, 2003; Twyman et al.,
2008; Guenzi & Georges, 2010, Nienaber & Schewe, 2011); integrity (e.g. Gabarro & Athos, 1978;
Mayer et al., 1995; Hoy & Tschannen-Moran, 1999; Bonte, 2008;); reliability (e.g. McAllister, 1995;
Lewicki & Bunker, 1995, 1996; Mishra, 1996; Gennerich, 2000; Paviou, 2002; Bénte, 2008;
Nienaber & Schewe, 2011; Shockley-Zalabak & Morreale, 2011), identification (e.g. Lewicki &
Bunker, 1996; Pavlou, 2002; Ranaweera & Prabhu, 2003; Gillespie & Mann, 2004); transparency
( e.g. Mishra, 1996; Whitener, Brodt, & Korsgaard, 1998; Neumann & Bauer, 2007; Bonte, 2008;
Twyman et al., 2008; Shockley-Zalabak & Morreale, 2011), reputation (e.g. Lewicki & Bunker, 1995;
Rousseau et al. 1998; Doney & Cannon, 1998; Einwiller, 2003; Moran, 2005; Neumann & Bauer,
2007; Steckbeck, 2004; Ebert, 2009).

Trust within this study is understood as the following: trust is part of an interaction involving a
trustor and a trustee, where the trustor has to take an action based on his/ her expectation about
an uncertain future. Further, the trustee can be characterized according to seven trust building
factors (benevolence, competence, integrity, reliability, transparency, identification), which can
reduce uncertainty and thereby increase the level of trust. Consequently, the level of trust is based
on the trustor's rational evaluation of the trust recipient and or on emotions (specific trust). How

easy a person develops trust, however, depends on his/her personal disposition (general trust).

Acoordingly, as Zeithaml et al. (1988) note that satisfaction is the result of fulfilled expectations, it
can be inferred that if trust (built on expectations about future behaviour) gets fulfilled, the trustor

is satisfied. Within their model SERVQUAL the authors are using the term expectation in a certain
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way. They understand the term expectation as normative ideal form in a more general way. In this
research the understanding of expectation relates not to a general ideal but to a specific desire

e.g. in form of a product or service.

The following figure illustrates the interconnectedness of trust concepts and describes trust as

understood in this study (see fig.8).

This view on trust, however has to be transferred to an organizational context, as the aim of this

study is to approach the measurement of customer trust.

If trust is researched in an organizational setting, multiple dimensions have to be considered
(Zaheer et al., 1998; Plank et al., 1999; Pirson & Malhotra, 2011; Fulmer & Gelfand, 2012). The
dimensions identified to be relevant for customer trust are: 1) salesperson trust (customer-to-
employee), 2) company trust (customer-to-company), 3) product brand trust (customer-to-brand),
4) product trust (customer-to-good/service) and 5) value-added-services trust (customer-to-value-
added-services) (see Bendapudi & Berry, 1997; Gwinner et al., 1998; Plank et al., 1999; Guenzi et
al., 2009; Jeng & Bailey, 2012).

In summary, the five dimensions within organizational trust each have their own value for the
customer. The company, for example sets the framework of values (Schweer & Thies, 2005). If a
customer is uncertain whether to buy a specific and unknown product, s/he might prefer to buy a

product of a company s/he knows (Kenning, 2008). The company in this setting represents a
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trustworthy institution and therefore the macro-level for the customer (see also Cowles, 1997;
Bachmann, 2011). However, there are situations, in which the company has no influence on a
customer's trust, as s/he does not have relevant information or knowledge about the company
(San Martin & Camarero, 2005).

With regard to the five dimensions, Dietz (2011) notes that the customer always follows a
sequence of trust building steps, including an assessment of the trust recipients trustworthiness
(Dietz, 2011). This is supported by Schoorman et al. (2007), who add, that the identified
trustworthiness factors relevant to interpersonal trust are transferrable to each dimension.
Consequently, customer trust within this study is seen to be multidimensional, while each
dimension has to be regarded and evaluated according to trust building factors separately,

depending on the context (Schoorman et al., 2007; Dietz, 2011).

Consequently, having in mind that trust is based on an expectation regarding an uncertain future,
it is important to add the notion that in an organizational context five dimensions, rather than one,
decide about the confidence supporting the expectation. This understanding is especially
important for customer trust measurement, as this leads to the necessity to measure five

separable trust dimensions, rather than a single one.

However, the challenge of measuring trust in most cases already begins with an appropriate
definition. Many researchers have trouble finding a suitable definition that on the one hand fits the
notion of trust, and on the other hand can be transferred into a measurement approach
(Hernandez & Santos, 2010). Accordingly, existing trust measuring scales appear to be too
specific or narrow to fit different customer product categories. The majority of trust scales either
focuses on only one single dimension in order to measure the level of trust of one specific
stakeholder group or simply suggests which trust objects (trust building factors) are relevant
(Rotter, 1967; Thornton & Kline, 1982; Robinson, 1996; Spreitzer & Mishra, 1999; Mayer & Davis,
1999; Delgado-Ballester et al., 2003; Dietz & Hartog, 2006; Pirson, 2007).

However, as previous research indicates, not all trust dimensions (Plank et al., 1999) and trust
building factors (Pirson, 2007) are equally important. This leads to the conclusion that the aim of
this research should rather be to develop a flexible ‘framework” of trust measurement, where
dimensions and factors can vary, than a ‘fixed model” of trust measurement with a permanent set

of dimensions and factors.
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Chapter 3

Research methodology

Monette et al. (2013) suggest that research should pass through the following steps: (1) problem
formulation; (2) research approach; (3) data collection; (4) data analysis; (5) drawing conclusions,
(6) dissemination of results. Within this thesis, theory was used to explain the socio-psychological

phenomena of customer retention and trust and to formulate a research problem (1).

The purpose of this chapter is to demonstrate the research approach (2) used as a preparation for
data generation. The methodology framework of this study is developed in reference to the

formation of the research questions. The chapter is organised as follows:

1
2
3
4

research philosophy
research framework

research method (sampling, development of the instrument and theoretical testing sequence)

_~ o~ o~ o~
= = ~—  ~—

pre-test of the instrument

This chapter begins with an explanation of the researcher's philosophical position to further guide
this research. Guba & Lincoln (1994) describe the importance for a researcher to identify the
philosophical paradigm in which the study is conceived and carried out, because it influences and
guides the researcher's strategy. According to Jonker & Pennink (2010) a research paradigm
functions as a framework, built on assumptions, views and beliefs, guiding the researcher's
behaviour. Neuman (2011) underlines this train of thought and points out the importance of
defining a research paradigm prior to starting the research. Within this context, McGregor &
Murane (2010) distinguish two dimensions: (a) a philosophical view about the world and (b)

technical methods and techniques adapted within the research. In this research the term
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paradigm is understood as the philosophical view of the world rather then technical methods and
techniques adopted and used in this research. Therefore the major current research paradigms
are discussed to illuminate a framework for this research, in which research ethics are also taken
into account. The section about research methods displays information about sampling,
instrument development, followed by the description of data generation and issues of the
analytical tools applied. Within each section, all the steps of the theoretical testing sequence are
displayed in detail to give a comprehensive overview of each part of the study. This chapter ends
with a first application of the developed instrument (pre-test) to get a first indication of how to
measure and model customer trust in practice before moving on to the main tests of this research.

The next chapter will display the results of the three main studies in detail.

3.1. Research Philosophy

Guba & Lincoln (1994) and Esterby-Smith et al. (2002) identified four research paradigms
predominant in social studies that lead researchers to develop their views of the world: (1)
positivism, (2) postpositivism (3) critical theory and (4) constructivism. Within each of these
philosophical views, literature distinguishes three philosophical dimensions (Guba & Lincoln, 1994;
Healy & Perry, 2000):

- ontology: the reality the researcher investigates
- epistemology: the relationship between the researcher and that reality

- methodology: the way in which the researcher looks at this reality

The differentiation into ontology, epistemology and methodology is important to achieve a better
understanding of the research philosophy of this work. However, the literature on research
philosophy is fragmented. Many authors (e.g. Guba, 1990; Guba & Lincoln, 1989; Ritchie & Lewis,
2003; Saunders, Lewis, & Thornhill, 2009; Mkansi & Acheampong, 2012) use different
descriptions, wording, categorisations and classifications for the same research paradigms. Sobh
and Perry (2006) note that there is no objective method to choose a research paradigm. Instead
the researcher should affiliate with the research paradigm which is closely related to the
researchers own belief and view. An initial explorative research on research philosophy has show
that the most common used paradigms as proposed by Guba & Lincoln (1994) do not fit this
research or the world view of the researcher. Because of the practical focus, this research follows

a pragmatist‘s research paradigm.

Pragmatism emerged and gained popularity through authors like James, Peirce or Dewey among

other authors. From a theorists point of view it follows the ontological notion of “actions” and
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“change”. Individuals act so the world, as being the object of influence, has to change constantly
(Pansiri, 2005). In this context, Blumer (1969) notes that “the essence of society lies in an ongoing
process of action - not in a posited structure of relations. Without action, any structure of relations
between people is meaningless. To be understood, a society must be seen and grasped in terms
of the action that comprises it” (p.71). According to Dewey (1931) human action can be seen as an
intermediator and has to be guided by knowledge and and directed through purpose. Another
ontological principal is that action is the result of knowledge and that a concept conducted in a
specific way is the result or consequence of the idea of concept. Thus knowledge and action can
be seen as inseparable. Following this view Peirce (1978) proposed a principal of pragmatism and
noted that it all comes ,,down to what is tangible and practical as the root of every real distinction,
no matter how subtile it might be, and there is no distinction of meaning so fine as to consist in

anything but a possible difference of practice” (p.30).

This research follows a pragmatist ontology because as demonstrated within the literature review,
trust underlies the concept of interpretation and is strongly influenced through social conditioning
and an individual perception of people (Healy & Perry, 2000). Incorporating this understanding, this
research tries to gather knowledge and to create a framework for trust measurement to be able to
induce controlled action of the gathered knowledge. The assumptions extracted from literature are
used to create a measurement based on the five trust dimensions of trust. Measuring trust
therefore means to develop a testing sequence on the basis of the understanding of the research
problem, to provide a pragmatic solution. As this example of the connection between literature
analysis and measurement development shows, this research incorporates the pragmatic

understanding of using an approach which works.

From an epistemological point of view this research underlies as well the assumptions of
pragmatism. Dewey (1938) notes on the concept of knowledge inquiry: “Inquiry is the controlled or
directed transformation of an indeterminate situation into one that is so determinate in its
constituents, distinctions and relations as to convert the elements of original situation into a
unified whole” (p.108). Following this definition, this research tries to investigate reality with the

specific purpose to induce a controlled change and improvement.

Dewey (1931) further notes that a pragmatist should not only have interest in the current situation
but also in prospective situations. This research follows a gap based approach, which compares
the current situation to an expected (prospective) situation. An instrumental view on knowledge is
also important to pragmatism. Beginning with the literature review, existing literature was analysed

and interpreted to form an understanding of this study - the understanding of the trust paradigm
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was based on the general understanding of literature and its interpretation to build a framework,

which can lead practitioners to action and change.

From a methodological point of view this research uses qualitative and quantitative research
methods, which are conducted in a natural or contextual situation. Research methods such as
focus groups, which emphasise qualitative observation and interviewing to extract knowledge are
applied. Keeping this assumptions in mind, the framework of consumer trust measurement has to
be flexible to be adapted to various consumer product categories. The framework is sensitive to
respondents answers. A flexible framework like this, which can be adjusted to various participants
and situations would not fit that well into the understanding of other research paradigms. Due to
the fact that generated knowledge can be seen as subjective (List & Scrubar, 1988) and single
measurement would not create sufficient objectivity (Diamantopoulos, Sarstedt, Fuchs,
Wilczynski, & Kaiser, 2012), triangulation is applied. Various research methods are combined to
get as close as possible to objective knowledge (Venkatesh, Brown, & Bala, 2013). However,
finally it can be stated that this framework does not claim to be definitive but could contribute to a

better understanding of customers trust in various product categories.

3.2. Research framework

Embracing the pragmatist paradigm also influences all other parts of this research, such as,
literature review, research strategy and design, as well as instrument development, analysis,
interpretation and limitations of this study. Keeping the influence of the research paradigm in
mind, in this section the research framework of this study is described, starting with the literature

review.

3.2.1. Literature review

A researcher has two general sources of knowledge, primary and secondary data. Literature
research is considered to serve as a secondary data source and is an effective first step to
generate advanced knowledge about a field of research (Webster & Watson, 2002). It is not only
the basis for sophisticated research (Boote & Beile, 2005) but also supports the researcher in
finding out what is already known about the research topic (Barnes, 2005). According to Ngai &
Wat, 2002, not everything published in a field is equally important to the research. Hence, it is of

importance, to use the reviewed literature as foundation of the research (Barnes, 2005).
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To get an overview of the existing literature (Kamler & Thomson, 2006), propose six steps to

accomplish when working with literature:

’
2
3
4
5
6

demonstration of the nature of the field of the research

identification of the major contributions (studies, ideas and methods)
establishment of the most suitable contributions for the research
identification of gaps in the field

demonstrating the relevance of the study

(
(
(
(
(
(

T o o~ ~—

identification of the contribution the study will accomplish

The literature review this research does not try to reach for universality or to be all-embracing. The
field of trust is too wide and complex to be able to achieve such goals. Following Byman (2012)
this research rather tries to identify and discuss the most relevant theories and contributions to be
able to use the literature as a solid foundation to identify a gaps to investigate. The literature
review was primarily carried out through the following channels: academic online data bases,
library research at different universities (e.g. University of Gloucestershire, UK; New York
University, USA; Northeastern University, Boston, USA; International School of Management,
Dortmund, Germany) and general internet research. The main sources used were: academic
publications, dissertations, company studies and reports, as well as press reports and topic

related monographs.

3.2.1.1. Literature gap

As shown in the last chapters there is no homogeneous understanding of trust. Depending on the
field of research, scholars published various definitions, which seek to contribute to the overall
understanding of trust. Unfortunately, the result is a vast number of heterogenous definitions and
explanations about trust and its development. However, although the trust approaches and
definitions vary, their is some consensus about the important role trust plays in building successful
long-term relationships and therefore customer retention (see Dwyer & Schurr, 1987; Crosby,
Evans, & Cowles, 1990; McKenna,1992; Moorman, Deshpande, & Zaltman, 1992; Ganesan, 1994;
Morgan & Hunt, 1994; Doney & Cannon, 1997; Geyskens & Steenkamp, 1998; Plank, Reid, &
Pullins, 1999; Palmatier, Dant, Grewal, & Evans, 2006; Dowell & Morrison, 2013). Therefore, as
shown in the last chapter, to be able to develop an instrument of customer trust measurement,
there was a need to establish an understanding of trust, as none of the existing definitions did

comprehensively answer the important questions relevant for trust measurement.
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Trust is part of an interaction involving a trustor and a trustee, where the trustor has to take an
action based on his/her expectation about an uncertain future. Within this context, the trustee can
be characterised according to seven trust building factors which can reduce trustor uncertainty

and thereby increase the level of trust.

Based on the analysis of Lorbeer (2003) and the factor categorisation of Pirson (2007), seven trust

building factors are considered to be most relevant. These factors are:

(1) competence (Kee & Knox, 1970; Gabarro & Athos, 1978; Mayer, Davis, & Schoorman, 1995;
Neumann & Bauer, 2007; Bonte, 2008; Twyman, Harvey, & Harries, 2008; Guenzi & Georges,
2010; Shockley-Zalabak & Morreale, 2011)

(2) benevolence (Gabarro & Athos, 1978; Rempel, Holmes, & Zanna, 1985; Lorbeer, 2003; Mayer
et al., 1995; Twyman et al., 2008; Guenzi & Georges, 2010; Nienaber & Schewe, 2011)

(3) integrity (Gabarro & Athos, 1978; Hoy & Tschannen-Moran, 1999; Mayer et al., 1995; Bonte,
2008)

(4) reliability (McAllister, 1995; Lewicki & Bunker, 1995; 1996; Mishra, 1996; Gennerich, 2000;
Bonte, 2008; Nienaber & Schewe, 2011; Pavlou, 2002; Shockley-Zalabak & Morreale, 2011)

(5) identification (Lewicki & Bunker, 1996; Pavlou, 2002; Ranaweera & Prabhu, 2003, Gillespie &
Mann, 2004)

(6) transparency (Mishra, 1996; Brodt, & Korsgaard, 1998; Neumann & Bauer, 2007; Bonte, 2008;
Twyman et al., 2008; Whitener, Shockley-Zalabak & Morreale, 2011)

(7) reputation (Lewicki & Bunker, 1995; Doney & Cannon, 1998; Rousseau, Sitkin, Burt R. S.,
Camerer C., 1998; Einwiller, 2003; Steckbeck, 2004; Moran, 2005; Neumann & Bauer, 2007;
Ebert, 2009)

As trust is seen to develop out of affective and cognitive elements (specific trust), the level of
cognitive trust is based on the trustor's evaluation of the trust recipient along these trust building
factors. A trust recipient behaving benevolently (or competently, or other antecedents) for example
reduces the uncertainty perceived by the trustor in a specific situation as the trustor infers a
certain future behaviour. In other words, the perception of the trust building factors decides about
the expectation the trustor has about the future and the level of confidence, s/he has that his/her

expectations will be fulfilled.

As stated earlier, this view on trust has to be transferred into an organizational context, because if
trust is researched in an organizational setting, multiple dimensions have to be considered
(Zaheer, McEvily, & Perrone, 1998; Plank et al., 1999; Pirson & Malhotra, 2011; Fulmer & Gelfand,

2012). The dimensions identified to be relevant for customer trust are: (1) company trust
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(customer-to-company), (2) product trust (customer-to-good/service), (3) salesperson trust
(customer-to-employee), (4) product brand trust (customer-to-brand), and (5) value-added-service
trust (customer-to-value-added-services) (Bendapudi & Berry, 1997; Gwinner, Gremler, & Bitner,
1998; Plank et al., 1999; Guenzi, Johnson, & Castaldo, 2009; Jeng & Bailey, 2012). Put differently,
a customer can trust along the five dimensions, while each dimension has its own value for the

customer, depending on the specific situation.

However, authors (e.g. Pirson, 2007), who focused on the identification and measurement of
relevant trust factors, did not apply the multidimensional view on trust and measured trust with the
help of their factors only into one entity, e.g. a company, a product brand, a salesperson. In
comparison, authors (e.g. Plank et al, 1999), who pursued a multidimensional view on
organizational trust in their measurement models have shortcomings regarding the identification of

trust building factors.

Based on the conducted literature review, this research comes to the conclusion that an
appropriate framework of customer trust measurement, includes organizational trust as a
multidimensional phenomenon, as well as the notion of the seven trust building factors as

proposed by Pirson (2007).

As there is no existing multidimensional framework of organizational trust proposing the five
dimensions identified in this research (salesperson, company, product brand, product, value-

added-services), Plank et al.'s (1999) three dimensional model is used for orientation.

Alexander H. Kreikenberg 75



Chapter 3: Research Methodology

Plank et al. suggest the dimensions (1) company (organizational trust), (2) salesperson trust
(interpersonal trust) and (3) product/ service (product and service trust). An overview of the original
model by Plank et al. (1999), linking different level of information generation, using and providing

to buyers trust is displayed in fig.9.

As indicated in the last chapter, Plank et al. consider each dimension to fulfil an obligation as
perceived by the customer in order to create trust. This view is based on rational and functional

aspects related to the level of fulfilment of expectation by the buyer.

The framework proposed within this research consequently integrates the two research
approaches of Pirson (2007) and Plank et al. (1999) to derive a comprehensive framework of trust
based on the displayed trust framework. The detailed development of the integration is shown in

the following sections.

Excursus: Measuring trust with Pirson's initial seven factor model

Throughout the model development process, Pirson (2007) came to the conclusion that the factor
competence has to be split into technical competence and managerial competence to generate
better results. The new model showed better factor loadings when conducting another factor
analysis. He therefore extended his initial literature-based-model to eight factors, splitting the

factor ‘competence’ into technical competence and managerial competence.

In this research trust is tested through Pirson‘s initial model. The reasons for that can be found
within the fact that Pirson‘s trust building factors are integrated into Plank's dimensions.
Competence does not have to be split into technical and managerial competence, because it is
evaluated within the context of a trust dimension. Managerial competence can therefore be found
in the dimensions e.g. company or salesperson, whereas technical competence can be found in
the dimension of the e.g. product. Hence, each factor will be characterised through the

application in a dimension and not solely on its own as a characteristic.

3.2.1.2. Extension of the model to fit different product categories

As described within the introduction, the aim of this research is to develop an framework to
measure customer trust to eventually create customer retention within different customer product

categories.

Customer goods are usually classified by customers’ consumption habits (Runia, Wahl, Geyer, &

ThewiBen, 2005; Kotler, Keller, Brady, Goodman, & Hansen, 2009). However, economic literature
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also provides a more general definition (Kotler et al., 2009), which keeps the complexity of the
research to measure trust in different customer product categories in manageable boundaries.

Customer products can be divided into (1) non-durable goods, (2) durable goods, and (3) services.

(1) Non-durable goods are usually used up after purchase. These goods have to be made
available at many locations because most people use them on a daily bases. The typical non-
durable goods is marketed heavily to get customers to try them out. Non-durable goods are

e.g. candy, toothpaste or yogurt and often referred to as FMCG (fast moving consumer good).

(2) Durable goods can be used several times before they vanish. The prices on durable goods are
normally higher then on non-durable goods. These goods have to be marketed through
personal selling and require more service. As Kotler et al. (2009) pointed out, higher margins
are needed and usually longer guarantee. Examples for specialty goods are: cars, watches,

china or selected wines.

(3) Services are differentiated from the other two groups through their intangibility. Due to their
lack of physical appearance they usually need stronger quality control, supplier credibility and
adaptability (Kotler et al., 2009). Common examples are haircuts, legal advice or insurances.
Kotler et al. (2009) further noted that services in reality usually contain both tangible and

intangible attributes.

3.2.1.3. Research questions

The research questions are primarily based on the findings of the literature review and the
research undertaken by (1) Plank et al. (1999), (2) the extension of the model and (3) Pirson (2007).
According to Plank (1999) there are three dimensions to build customer trust within a business
setting: company trust, product trust and salesperson’s trust. Two additional dimensions,
extracted from literature, broaden these three dimensions: product brand trust and value-added-
services. Each dimension has seven trust building factors extracted from literature and validated

by Pirson (2007). The overall framework and its relation to be tested is demonstrated in fig.10.
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Keeping the purpose of this study in mind, the research questions of this study can be described

as the following:
A. How is it possible to develop a comprehensive understanding of trust?

B. How is it possible to conceptualize an appropriate measurement instrument for customer

trust that improves the practicability of trust measurement?

C. If it is possible to develop a new instrument of trust measurement, will it provide a more

nuanced and flexible instrument of trust measurement?

D. How is it possible to measure trust within different consumer product categories (industries)

to show the flexibility of the framework?

E. How is it possible to segment different customer of one company and measure trust within

these groups to show the flexibility of the framework?

3.2.2. Research design

The research design of a study is closely related to the problem of interest and the the related
research question‘s. Churchill (2001) describes three types of research designs: exploratory

research, descriptive research, causal research.

78 Alexander H. Kreikenberg



Chapter 3: Research Methodology

Exploratory research

Exploratory research design is used when not much is known about the research subject and the
literature research did not provide sufficient additional knowledge (Yin, 2011). It often used to
develop definitions or hypothesis within the research process, create direction for further research
or to generate information or deeper knowledge of a subject (Churchill, 2001). The flexible design,
which is often used at the beginning of a research to gain more information, is achieved through
less structure and planning. Research methods which are used within the exploratory research

process are: focus groups, interviews and literature review (Saunders et al., 2009).

Descriptive research

With the help of a descriptive research approach researchers try to describe target groups,
calculate occurrences or to make predictions (Churchill, 2001). Usually variables are researched,
extracted and defined from literature. Hence, descriptive research is highly analytical, which gives
great control over the research content. This is why existing theory is used to gain deeper insights
into a specific situations (Mitchell & Jolley, 2012). In contrary to exploratory research designs,
descriptive research designs are not very flexible, but well planed and structured. On the basis of
research questions and hypothesis, planning and structure gives the study the required level of
detail. Research methods which are used within the descriptive research process are especially

observational method, case study method and survey method (Jackson, 2011).

Causal research

Churchill (2001) explains that causal research focuses on determining causal relationships
between variables. It is of interest to determine the influence of variables towards and among
each other (Mitchell & Jolley, 2012). The most common research method in causal research is the
experiment, in which research participants are segmented in multiple groups and surveyed.
Research experiments can be divided into laboratory and field experiments. Within the first one a
required environment is created to be able to test and observe dependencies more clearly, within
the second one research participants are surveyed in a familiar and natural environment (Elmes,

Kantowitz, & Roediger, 2011).

According to Churchill (2001), the three research designs can be seen as different research
concepts. Each research design has different advantages and disadvantages to address the
research question. Therefore Malhorta (2002) proposes that each research design can
complement each other. Hence, the choice of a research design for a study is closely related to
the existing level of knowledge (literature), external environmental factors and most important the
research problem. It has to be determined what research design seems to be adequate to answer

the research question best.
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3.2.3. Connecting research design to the research process

After having discussed different research designs regarding their ability to answer the research

questions, this study comes to the conclusion that a mixed research approach has to be applied.

This research can be divided into four stages: (1) conceptual stage, (2) instrument development
stage, (3) testing stage and (4) analysis stage. Stage (2) instrument development uses an
exploratory research design and stage (3) uses exploratory-, descriptive-, and causal research.
Each stage was divided in different research phases to gain a better overview and to be able to
describe each phase in more detail. An overview of the different research stages and phases is

given within the research process given in fig.11.

By using three different types of research design, the complexity of this research increases. When
designing this research, a number of principles where taken into account to balance the

advantages of the research design and its limitation.

(1) This research follows a pragmatist’s paradigm. Hence, it respects the assumptions of this

paradigm.

(2) This research uses qualitative and quantitative research methods to create an approach and

instrument for consumer trust measurement.
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After having introduced the research design of this research, the research methods used for data

collection are presented next.

3.2.4. Research methods used for data collection

This section will present the ethical considerations, explain the concepts of reliability, validity and

replicability before discussing appropriate methods for the data collection.

3.2.4.1. Ethical considerations

To be able to develop an instrument to measure customer trust, it is necessary to work with
research participants. Typical forms of collaboration are workshops, focus groups or online
surveys. Within this study, these research methods are used to generate ideas, review thoughts,
definitions, to clarify applicability or pre-test parts before a main test. All methods and research

instruments used should follow ethical standards (Laband & Piette, 2000).

Bryman & Bell (2007) proposed ten principles of ethical considerations, which were compiled after

having analysed the ethical guidelines of nine professional social research associations:

Research participants should not be subjected to harm in any way whatsoever

M

(2) Respect for the dignity of research participants should be prioritised

(3) Full consent should be obtained from the participants prior to the study

(4) The protection of the privacy of research participants has to be ensured

(5) Adequate level of confidentiality of the research data should be ensured

(6) Anonymity of individuals and organisations participating in the research has to be ensured

(7) Any deception or exaggeration about the aims and objectives of the research must be

avoided

(8) Affiliations in any forms, sources of funding, as well as any possible conflicts of interests have
to be declared

(9) Any type of communication in relation to the research should be done with honesty and
transparency

(10) Any type of misleading information, as well as representation of primary data findings in a

biased way, must be avoided.

Following this ethical guidelines supports the research endeavour of a pragmatist while
discovering new knowledge. Therefore, it can be stated that this research follows these ethical

guidelines by applying these 10 rules to every stage of the research.
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3.2.4.2. Reliability, validity, replicability and generalizability

Reliability, validity and replicability decide about the quality of a research. Qualitative research in
particular is often criticised because of its lack of replicability and consistency (Boeije, 2009).
Within this context, Dunn et al. (1994) note, “if content validity does not exist, then there is no
reason to proceed with the analysis because the desired construct is not being properly
represented by the group of items” (Dunn, Seaker, & Waller, 1994). As previously stated, the aim of
this research is to develop an instrument for customer trust measurement, which can be used in
various situations and different consumer product categories. Agreeing with Dunn et al. (1994), it
is of great importance to build a measurement instrument that follows the principals of reliability,

validity and replicability.

Reliability

In social science, reliability refers to data measurement and information consistency. Reliability is
especially important in the context of quantitative research and strongly influenced by the method
of data collection used in the research (Bryman, 2012). Hence, taking the concept of reliability into
consideration, the research method and instruments used have to be able to generate consistent

data.

Validity

Validity can be differentiated into internal and external validity of a measurement (Gravetter &
Forzano, 2011). Internal validity refers to the question if the results of a study consisting of
multiple items are in a valid causal relationship. External validity relates to the question if the result
of a study can be transferred into a broader context. The general concept of validity is widely
discussed in research (Gravetter & Forzano, 2011). In particular, validity appears to be an issue
within qualitative research. While advocates of quantitative research approaches criticise
qualitative methods for not being valid (Boeije, 2009), other authors state that reliability and
validity cannot be used as criteria for qualitative methods, because they have different
methodological aims (Parker, 2012). Therefore, authors like Gravetter and Forzano (2011) or
Bryman (2012) suggest to evaluate qualitative methods according to credibility (were the intended
data detained), transferability (is the research applicable to other situations), dependability (is the

research replicable), and confirmability (can the research be confirmed by others).

Replicability
The construct of replicability refers to the possibility to duplicate the study as it is (Bryman, 2012).
In other words, if the study cannot be repeated under the same conditions with the same variables

to test the results its validity is in question (Gravetter and Forzano, 2011).
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Generalizability

The concept of generalizability explains the ability to extend the results of a research conclusion
to other cases or a whole population (Milles et al. 2010). The authors further note that
generalizability more or less can be seen as synonymous for external validity, but also point to the

challenge for the researcher to fit the concept to their underlying ontological assumption.

However, this research seeks to incorporate all of the above mentioned criteria within the
instrument development phase of this research. Especially when quantitative and qualitative

methods for measurement are applied, the mentioned concepts were taken into account.

3.2.4.3. Research methods used for data collection

As mentioned in the last section, applying a mixed-method research approach is a complex
undertaken. Accordingly, the research methods for data collection were selected with regard to
the following attributes (1) easy to handle, (2) production of reliable results and (3) reproducible
results (Bryman, 2012). Research methods should be able to generate data which can be used for
triangulation to increase the significance of the collected information. In the following, the

previously mentioned attributes will be described in more detail:

(1) When undertaking research easy to handle research methods reduce the possibility of errors.
Additionally, when conducting e.g. focus groups a simple sequence gives more room to focus
and interact with the research participants. As a result, better insights can be gained.

(2) If research methods are easy to handle, the generation of reliable results is more likely. As
mentioned, the reliable results are essential to data collection.

(3) Due to the fact that this research consists of three main studies, reproducible results are
important. Reproducible results would mean that the research method can be used in other
areas to measure consumer trust.

(see Bryman, 2012)

Group interviews/ workshops

Within the development stage of this study, group interviews/ workshops were used to validate
and further define the five trust dimensions and seven trust building factors. Boyce & Neale (2006)
note that intensive interviews with the help of small groups provide a reliable method to get
important insights on certain perspectives and ideas (see also Fuller et al., 1993, cited in Krueger
& Casey, 1994). O‘Leary (2004) divides interviews into three categories: structured, semi-
structures and unstructured. Structured interviews follow a pre-defined sequence of questions,

which need to be answered by the participant. Semi-structured interviews have a pre-defined set
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of questions, which can be extended in regard to the answers of the participant to gain stronger
focus. Unstructured interviews do not contain pre-defined questions and are therefore influenced
by the specific circumstances of the situation. (O‘Leary, 2004) Hence, within this research, semi-
structured group interviews/ workshops were used in the development stage of this research to be

able to define previously researched terms in depth.

At a later stage of the research, focus groups were used to collect primary data within the main
studies. The difference between focus groups and interviews is that group interviews/ workshops
are used to reflect on existing knowledge extracted from the literature review, while focus groups
are used to gain customer insights following a predefined procedure (instrument for trust

measurement).

Focus groups

As Proctor (2005) defines, focus groups can be seen as an in-depth discussion of seven to twelve
people about a pre-defined topic, led by a moderator. As mentioned, focus groups are usually
undertaken to generate insights, which are not accessible without the interaction within a group
(Morgan, 1988). This is especially important when trying to extract different views of different

target groups.

According to Stewart et al. (2007) there are six steps necessary to conduct a focus group. They
propose to (1) identify a moderator, (2) create an interview guide, (3) pre-test the interview guide,
(4) recruit a sample, (5) conduct the group and (6) analyse the results (Stewart et al., 2007). Within

this research, these steps served as an orientation for the development of the focus groups.

Apart from the structure, the number of focus groups is relevant to generate meaningful results.
According to Vaughn et al. (1996) a minimum of two focus groups have to be conducted. If both
groups do not produce sufficiently congruent results, a third group appears to become necessary
to reflect the results of the first two groups. Furthermore Morgan (1997) describes the importance
of the selection of the site of research. A research site should fit the needs of the participant, but
also the need of the researcher and produce unadulterated data. In this research focus groups

were undertaken in a natural environment of the company and not under laboratory conditions.

Online survey

In general, a survey can have various forms (online-, computer-, telephone-, or mail questionnaire)
(KuB, 2012). While each survey aims to gather quantitative data to formulate representative
statements (KuB, 2012), each of the different form has its advantages and disadvantages. One

main advantage of online surveys is that with with the help of social-platforms, professional
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networks, blogs and mailings, a great number of research participants can be reached. Further,
according to Monette et al. (2010) online questionnaires can be answered without a researcher
being present. This facilitates the collection of data and reflects on the premise of “easy to

handle” research methods.

The first step to every survey, however, is the formulation of questions and the creation of an
adequate questionnaire design (KuB, 2012). The questions should relate to the research questions
and/or formulated hypothesis of the research (Vikat et al., 2007) to facilitate analysis. Within this
context, the researcher has to create a questionnaire that delivers good rate of return. Therefore, it
is especially important to take the motivation of the respondents into account (Cannell & Kahn,
1957). A respondent who enjoys talking about a topic, is willing to answer a longer and more
complex survey than people who have no motivation. Motivation can be influenced through an
incentive, but also through the length of the questionnaire, the word choice, the grammar or the
content (Dillman, 2000; Dérnyei & Taguchi, 2009; Fink, 1995; Herzog & Bachman, 1981). Literature
further highlights question order (Baker, 2003) to be important for the design of a questionnaire.
Questions should be in an easy to understand and logical order (Baker, 2003). To ensure the
appropriateness of the questionnaire, it is of importance to pre-test a questionnaire to avoid a lack

of motivation.

In this research online surveys were used in the instrument development phase (phase 4), as well
as in the pre-testing phase (phase 5) for the main tests (phases 6, 7, 8). During instrument
development, online surveys were used to derive assurance (static assigning test), while in the
pre-testing, online surveys helped to gather information to test the framework for reliability and
data consistency. In the final framework then, online surveys are used to measure customer trust.
In this research online surveys are used as a fundamental research technique to accompany other
research methods to achieve triangulation. Further, the questionnaire is designed in a structured
and easy to comprehendible way to increase motivation, and to reduce time and energy required
of the participants. However, apart from the questionnaire design, participants are also motivated

through incentives.

3.3. Sampling

The idea of this research is to develop an instrument for consumer trust measurement that is
flexible enough to measure consumer trust under various conditions. The measurement of trust in
different consumer product categories (non-durable goods, durable goods and services), is in
particular essential to this research. Accordingly, the testing stage of this research consists of

three large scale studies and the sampling procedures used incorporate a certain flexibility. To
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avoid confusion, detailed information about the sampling procedure will be given in chapter 5
when introducing the main studies. The following section covers sampling from a broader

perspective, to provide a framework for the sampling procedure.

3.3.1. Sampling criteria

The primary sampling criteria differed from study to study. The selected participants had to be
part of the overall target group of the companies participating in the test. The participants were
chosen in accordance with the specific company. Except for the primary sample criteria, within
the overall target group, the following sample criteria were tested: (1) product usage, (2) product
usage and different age groups, (3) product usage, different customer segments and different
geographical locations. An overview of this combination is shown in tab.6. In the following the

sampling criteria will be described in more detail.
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Non-durable goods study - product usage

The sample criteria for the first study had to be simple, to be able to see how and if the framework
of trust measurement works. According to its characteristics, the product that was assumed to
need a low level of trust to be purchased. In collaboration with the market research department of
the non-durable goods company, a simple segmentation setup was discussed that suited the
research aims of this study and should answer the main questions of the company. The company
agreed to use one target group that was situated at one location, but could be divided into two

groups according their product usage.

To sample customers, (1) who were situated in Dortmund, (2) could be divided into two separate

sub-groups, into light- and heavy-user where chosen. (see fig.12).

Durable-goods study - product usage and age

The sample criteria for the second study were chosen to build on the sample criteria of study one,
and advance the sampling by one condition, to see how the framework of trust measurement
adjusts to the new sampling setup. The sampling criteria again had to fit to the research aims of
this research and to the research questions of the company. In collaboration with the marketing
and research department of the company the following sample was agreed on: participants had to
be located at one location, they had to be sampled according their product usage and also

according their age.
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Therefore, it was agreed to sample participants, (1) who were situated in Dortmund, (2) either did
not use the product at all or were already customers of the company, and (3) were between the
age of 18-25, 26-35 or 50+. According to the marketing and research department of the company,
both younger target groups were new to the company and not in their customer portfolio. Only
participants 50+ could be identified as customers. Therefore the participants were sampled into

potential customers (non-customers) 18-25 and 26-35 and customers 50+. (see fig.13).

Service study

The sample criteria of the third study also build on the sample criteria of study one and two. For
this study a more complex sampling setup was chosen, to see how the framework of trust
measurement would adjust. The sampling criteria again had to fit to the research aims of this
research and also to the research questions of the company. Together with the board of directors
and the research department of the company the following sample criteria were agreed on: The
participants had to be located on two locations, they had to be sampled according their product

usage and also according their customer segment.

Therefore, it was agreed on to sample participants into the following groups: participants, (1) who
were situated in Dortmund/ Hamburg as the main marketing areas of the company and the ‘rest of
Germany’ as developing areas, (2) could be divided into unexperienced customers and customers
with experience and (3) belonged to one of the main target groups of the company (younger

customers, self-employed customers and public sector customers) (see fig.14).
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Most companies helped in the process of acquiring research participants for the focus groups.
They further contributed incentives to facilitate the acquisition of focus group participants, and
they also offered a larger reward for completing the online survey. Participants could enter a

competition to win e.g. tickets for car races, test drives or electronic goods etc .

3.3.2. Sampling methods

According to Levy & Lemeshow (2013) the primary objective of sampling is to choose a sample
from a pre-defined population with the help of sample parameters. Accordingly, sampling refers to
the process of selecting a number of subjects to represent a whole population, so that the
researcher can draw conclusions from the sample on the whole population (Yates, 1949).
Sampling methodologies can be divided into two classifications of sample - probability and non-

probability samples (Babbie, 2012).

Probability samples are defined as “the characteristic that every element in the population has a
known, non-zero probability of being included in the sample. A non-probability sample is based
on a sample plan that does not have this feature” (Levy & Lemeshow, 2013, p.19). In a probability
sample every element has the same chance to be selected and avoids biased selection of
estimates and limits arbitrary decisions (Wiid & Diggines, 2010). This sampling method provides a
robust way to select representative samples from a larger population. There are four forms of
probability sample often used in research: simple random-, stratified-, cluster- and systematic

sampling. Simple random sampling begins with a preparation of an sample over view, from which
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the population to survey is drawn. The difficulty for the researcher is that the whole sample must
be known. Sample drawings are often done by computer, because of large population or to avoid
bias (Berger & Zhang, 2005). A stratified random sample classifies populations into groups, which
have to be mutually exclusive and collectively exhaustive (Levy & Lemeshow, 2013). The actual
samples then are drawn independently from each group. As the sample is pre-categorized, the
sample drawn provides better results then other sampling techniques (Levy & Lemeshow, 2013). A
cluster sample is often confused with stratified random sample, because both techniques cluster
the population prior to the actual sampling (Babbie, 2012). The difference is that in cluster
sampling the researcher tries to pre-define a cluster to provide a representative sample of the
population (Babbie, 2012). As in a stratified random sample, a simple random sample is drawn
from the selected cluster. The last sampling method is systematic sampling. The researcher

selects every n'th member of a population.

Non-probability sampling refers to the selection of a part of a population undertaken by the
researcher choosing a specific element of the population (Babbie, 2012). According to Levy and
Lemeshow (2013) probability sampling is time consuming and expensive. Therefore non-
probability sampling, as a much quicker and cost-effective method, is often used in market
research and public opinion surveys. On the other hand, researchers cannot be certain that the
sample extracted is representative of the whole population (Babbie, 2012). There are three types
of non-probability samples, which are often used in research: convenience-, quota- and
judgement sampling (Gravetter & Forzano, 2011). Convenience sampling refers to surveying
people or participants the researcher has easy access to. However, this form of sampling has a
lack of accuracy (Gravetter & Forzano, 2011). Quota sampling classes cannot be isolated before
the sampling process. Respondents are divided into the classes within the survey (Babbie, 2012).
Judgement samples use the expert judgement of the researcher to preselect the sample. As with

all these sampling methods the error induced by the researcher cannot be measured (Beri, 2007).

Within this research various sampling methods were used. The development stage of this research
used convenience sampling for integrating the two models and testing the fixed assignment of
dimensions, as well as for the pre-test. The main stage of this research primarily consisted of
focus groups and online surveys. For both methods quota sampling was used. A more detailed

overview of the sampling procedures can be found at the beginning of each study in chapter 5.
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3.4. Instrument development

The next section demonstrates the instrument development process used in this study. The
definition and item development phase will be investigated, followed by further research to shape
and facilitate the instrument. This includes the outline of the testing sequences and procedures,

applied in this research.

3.4.1. Development of the integration of the two theoretical
models

As stated earlier, the literature review indicated the necessity of integrating of two different
models. To be able to do this, each dimension and factors had to be defined and explained in
detail. This step is important for empirical research, especially when conducting qualitative
research (workshops and focus groups) and quantitative research (online questionnaire). Only a
clear definition of each dimension and factor can assure that both entities are understood by the
research participant. Herbst & Coldwell (2004) support this train of thought and note that good
research is based on proper definitions. They continue and underline the importance of a common

understanding of terms, especially when working with other people.

3.4.1.1. Definition of the trust dimensions and factors

Before being able to test the factors within each dimension, each factor and dimension had to be
defined to achieve a more detailed understanding among research participants. The definition of

each factor followed a twofold procedure.

Definition in literature

In a first step all dimensions and factors were researched and defined with the help of relevant
literature. Within this context, Pirson (2007) provided an excellent foundation for the definition of
the factors and facilitated the research for factor definitions. The five organizational dimensions,

however, had to be defined with the help of additional literature research (see chapter 4).

Workshops

In a second step, three workshops where conducted at a University in Dortmund, Germany. The
aim of these workshops was to reflect on the findings of the literature review, and thus to generate
factor and dimension definitions as a basis for empirical research. Accordingly, the gained insights
in the workshops were used to expand the definitions to increase their comprehensibility for the

workshops.
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The workshops were carried out between 21 July- 01 July 2011 and each of the workshops took
about 3-4 hours time. Students of the university who participated in one of the workshops where
asked to generate participants for the following groups via snowball technique. Each group

contained six to ten students, both male and female.

After a short introduction to the project and the research framework, participants of the first
workshop were shown the results of the literature review. Starting with the dimensions, the
participants were asked to read the first definition and discuss its meaning. This process was
repeated for all dimensions and trust building factors. The discussion was broadened to the three
consumer product categories to be used as the context for the main studies to achieve a common
understanding of the dimension or factor in all three categories. The second and third workshop
followed the same procedure, except that participants were not shown the results of the literature
review, but rather the outcome of the previous workshops. Definitions were confirmed, modified

and edited though this process.

This method brought three important benefits: first, all dimensions and factors could be defined
with regard to relevant consumer product categories. Second, because literature regarding the
different dimensions was limited, especially in combination with the seven factors, a better
understanding could be achieved. Third, examples for each dimension and each factor could be
created. This step was necessary to develop a better understanding of the factors within the
dimensions as a basis for the research. Additionally, by following this procedure, the researcher
was able to provide an elaborated basis of knowledge for each of the focus groups used in the

main studies. The detailed description of the developed definitions can be found in appendix A.

3.4.1.2. Item development

Having defined each dimension and trust building factor through the literature review and
workshops, all trust building factors had to be transformed into a suitable item-based
questionnaire. As mentioned before, Pirson (2007) tested seven trust building factors of
stakeholder trust in various companies. Prison used a standardized questionnaire to achieve this
goal, containing a minimum of three questions (items) per trust building factor. This indication and
the advantages of a multi-item scale in terms of dimensionally, significance and robustness (see.
Steenkamp & Van Trijp, 1991; Viswanathan, 2005) led to the application of multi-item scales for
this research. As Pirson‘s questionnaire has been sufficiently tested, his items were used for

orientation within item development.
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To create the items three workshops were conducted at a university in Dortmund, Germany. The
two workshops were carried out between the 13 July- 28 July 2011. Students of the university
were sampled via a snowball technique. Each workshop contained six to eight students (male and
female) and took about 3 hours. As preparation for the focus groups, five mind maps were created
(one for every trust building dimension) with mind manager software (Mind Manager 9.0 for Mac).

Each mind map contained all 21 items developed by Pirson (2007).

The aim of the workshops was to take the 21 generalized items by Pirson (2007) and to alter them
to match the different trust dimensions. Consequently, the process had to be repeated five times.
For a better understanding, two additional documents were handed to the participants. First, the
definitions elaborated in the previous phase were given to the participants. Second, the original

questionnaire developed by Pirson (2007) was handed over to the participants.

After a short introduction to the research project, the first dimension “company” was introduced
and the prepared mind map was presented to the participants. Then, the group discussed every
single item (question) with regard to the relevant dimension. Ultimately, the group rephrased the
questions or, if necessary, suggested new items until agreement was reached. This procedure was
applied for every one of the five dimensions. According to Hayes & Flower (1986) self-evaluation
and self-correction of written texts is extremely difficult for inexperienced writers. Therefore, the
second group was confronted with the results of the previous group. They had to review the items
produced by their predecessors and to evaluate them with regard to the fit to the relevant
dimension. Ultimately, if the second group did not agree with the items of the first group, they
were asked to suggest a solution of their own. The third group then had to revise the suggestions

of the second group.

As a result, 21 general items (three for each trust building factor) for each of the five dimension
had been generated, all revised and improved in a three step process. To form a questionnaire,
however, a scale had to be added to these 21 items. Ultimately the questionnaire had to be
grammatically adapted to fit the three different customer product categories. An overview of the

developed items is presented in appendix B.

3.4.2. Development of a fixed assignment of dimensions

While developing ideas for the main test, it that the number of trust dimensions in combination
with each trust building factor (comparing “current values” to “expected values”) led to an
unwieldy framework for consumer questionnaire. Keeping this in mind, it would be difficult to

follow DeVellis, (2003) and apply a multi-item measure approach
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Testing seven trust building factors based on three items in five different dimensions, would lead
to a 105 item questionnaire. Accordingly, assessing both, the “expected values” and the “current
values”, would lead to 210 questions without introductory- or sociodemographic questions.
Therefore, to reduce the number of relevant trust building factors, a fixed assignment of the trust
dimensions to each consumer product category was considered to be necessary. The reduction of
the numbers of trust dimensions could lead in a first step to a suitable number of items for the

questionnaire.

Hence, the general assumption was made that not all trust dimensions were equally important to
every consumer product category. The level of trust of a non-durable good, e.g. a candy bar sold
on a shelf, was most likely to neglect the dimension salesperson or company, the level of trust in a

service, e.g. a wireless plan, however, was not likely to be be influenced by the product-brand.

The key questions at that point in research were:

(1) Are all five dimensions of trust equally important to the customer?
(@) If so, does a specific customer product category always have the same consolation of
dimensions the customer places his/her trust in?

(3) Is the rank of the dimension the customer places his/her trust in always in the same order?

With the help of an online survey the variation of the trust dimensions within different customer

product categories was tested. For each consumer product category typical product-types were

chosen:

(1) Non-durable good category: crisps, shampoo and frozen pizza

(2) Durable goods category: mobile phones, TV-set and car

(3) Services: all-inclusive vacation, insurances and family doctors

During the test participants were asked to build a rank of the five trust dimensions with regard to
dimensional importance when shopping for a specific product. An example of the questionnaire

can be seen in appendix C.

3.4.2.1. Results of the fixed assignment of the dimensions to product
categories

The online survey was carried out between 07 November - 28. November 2011. The participants
this survey where sampled randomly via snowball technique. The link to the online questionnaire

was promoted in social- and professional networks. Although there was no incentive offered for
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participants, 260 completed questionnaires were returned. The quit rate of the questionnaire was
62.6%. At the end of the questionnaire, typical sociodemographic questions were asked about
age, gender and occupation to get a deeper insight and to find patterns. All participants were
given the same questionnaire. An overview of the sociodemographic composition is given in fig.
15.

Statistical analysis

Unfortunately not all segments could be filled with enough responses to conduct a complex
statistical analysis in terms of the sociodemographic variables. Nonetheless, a consideration of
the age of the participants was possible and led to good results. At the beginning of the analysis
an overall ranking of the five trust dimensions per consumer product category was calculated.
Results showed that each product category led to very similar outcomes. Within the non-durable
goods category the first three trust dimensions were product, brand and company. Unfortunately,
within the customer durables product category, the picture was not that clear. For cars and
televisions, product, brand and salesperson were ranked to be most important. A mobile phone,
however, showed different results (company instead of salesperson at rank three). The top three
ranks of services, the outcome again was similar within two categories and different in the third
one. Insurance and all-inclusive vacations had the same dimensions product, personnel and
company, whereas family doctors had personnel (including the doctor him/herself), product and

the company in the first three ranks.
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In a second analysis the change of the rank were analysed by the age groups of the participants
(see tab.7). Within the category of non-durable goods some changes could be recognized.
Whereas crisps did not vary over age, shampoo and frozen pizza showed minor inconsistencies
within higher age groups. Similar observations could be made with at least one age group in one
product category per dimension. To get a better understanding of the fluctuations the arithmetic

mean per age group, and especially their changes, had to be examined.
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The highlighted (red) fields in Tab.8 show the change in dimension per age group. In most
instances the difference between the means is not great. Only in some cases do differences over

0.4 occur. Hence, changes within different age groups exist but are, most of the time, not large.

To be able to get a better understanding if there is consistency over all product categories, the

sort-sequence of the products and trust dimensions was adapted and illustrated in tab.9.

A switch from non-durable goods to services in various dimensions could be observed. Whereas
for non-durable goods trust dimensions such as product and brand seem to have great
importance, especially the dimension brand looses importance when services are considered. The
same pattern could be observed for value-added-services. This dimension is fairly unimportant for

non-durable goods but gains importance within the category of services.

The product ‘'mobile phone” appears to have a special position with regard to the dimensions. As
mentioned earlier the first three ranks are very similar to non-durable goods, but on the other hand

rank four and five are the same as for services.

3.4.2.2. Interpretation of the results and conclusion

At the beginning of the analysis the non-durable goods product category showed very promising
results. Only slight changes over different age groups and products could be observed. Within the

category of customer durables, however, mobile phones appear to have a special position, similar
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to family doctors within the service category. A mobile phone seems to carry non-durable good
and service characteristics while being a customer durable. Product futures and branding seems
to be important as well as value-added-services (apps - financial aid etc.). Mobile phones seems
to be the bridge between classical customer durables and service. Family doctors on the other
hand, could be an result of an error. It has to be considered that the participants were not able to
differentiate between personnel (the doctor him/herself) and the product (which covers both rank

one and two).

As can be seen in Tab. 9, there is no fixed assignment of trust dimensions towards consumer
product category is possible. The characteristics of the products tested seem to vary too much to
draw a reliable assignment from it. Different product types seem to create too many associations

to always create the same sequence of dimensions.

Given this variability, it was necessary to establish a mechanism to reduce the number of items in
relation to the category context being examined. Therefore, a test to apply in focus groups had to
be developed. The test had to relate to the needed flexibility of the customer to choose the most
important trust dimensions. In the following section, the process of developing a reduction

mechanism will be described.

3.4.3. Development of the reduction test

As indicated, a test to reduce the number of trust dimensions had to be developed. As the
measurement of trust should be conducted with focus groups and online surveys, the focus

groups were used to reduce the dimensions to the most relevant ones.

The first test about the fixed assignment of a dimensions showed that the ranking of the
dimensions varied for different consumer product categories. In order to identify the most
important dimensions, it was suggested (as an analogy to the fixed assignment test) to let the
research participants rank and discuss the dimensions with regard to their importance. Then, the
three most important dimensions were explored further in relation to the seven trust building
factors. As there was not always consensus among the focus groups, a method to homogenize
and clarify the result of each focus group had to be developed. In order to achieve
homogenisation, in a first step, each factor was ranked regarding its importance and, in a second
step, weighted. Fig.16 shows an example of the extrapolation of the identified factors and how the
data of each focus group can be used to determine the most appropriate set of trust building

factors for the questionnaire.
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In the first part of the table, the average rank of both focus groups was calculated and multiplied
with the average value of both groups. Statistically, with the help of this method, the area where all

values are located is expanded, to get a better visualisation and clearer understanding of the most

important trust building factors.

Fig.17 shows a graphical exemplification of the table. The red line indicates the value below which

the importance of the factors diminishes significantly. All factors above this value have a
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reasonable significance within both focus groups and are therefore adapted to form item-

questions in the questionnaire.

First extrapolation test towards the trust dimensions and trust building factors also showed that
almost every time beyond the forth trust building factor, a decrease in significance could be
observed. The example above shows a drop of importance by five points from the factor
competence to the factor integrity. Keeping the need to reduce the complexity of the
questionnaire in mind (see Peterson, 2000; Brace, 2008), it is advisable to use these drops in

importance to be able to reduce the trust building factors to a suitable number.

3.4.4. Development of the high-vs-low-trustee test

As mentioned before Kenning (2008) provides evidence that the amount if general trust can
positively influence the buying behaviour of a customer. Authors like Rotter (1980), Yamagishi
(2001) and Fichman (2003) differentiate trustees according their capability of general trust
disposition into trust into two groups: high- and low-trustees. Their research has shown that low-
trustees appear to enter situations with a greater affinity to distrust, whereas high-trustees
encounter the same situations with nearly naive trust. Further, high-trustees react strongly towards

immoralities and generally find it difficult to excuse these kinds of behaviour and failures.

Within a survey situation, a group consisting of high-trustee participants was therefore assumed
to give different answers then a group of low trustees. Following this logic, a comparison of two

groups with different level dispositional trust would therefore not be possible.

The most used construct for measurement was proposed by Rotter (1967), named the
Interpersonal Trust Scale (ITS). A questionnaire consisting of 25 questions to assess the level of
trust of a person within various situations. According to Petermann (1996) the items of the ITS can
be grouped into four categories: (1) society and its future, (2) political and social institutions, (3)

trustworthiness of media, (4) trustworthiness of various groups.

The high-low trustee test is based on the interpersonal trust scale proposed by Rotter (1967) and
follows the same basic assumptions. When Rotter created items for the questionnaire, he tried to
focus on general expectations. He tried to avoid creating items which were closely related to
specific expectations of the individuals past made with family and friends. Due to the fact that this
research focusses on customer trust, many of the item categories used by Rotter (1967) appeared
to be inappropriate for this research. Instead the factors proposed by Pirson (2007) were used to

create a shorter questionnaire, to assess the level of intra-personal trust.
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The final high and low-trustee test consisted of seven questions, one question for each of the
seven trust building factors (competence, reliability, transparency, integrity, identification,
benevolence, reputation). The trust building factors were tested on a single-item scale - one item
for each factor. The reason for that can be found in the disadvantages of multi-item scales in
exploratory research. At least two item-questions had to be asked, leading to a high number of
additional questions, often described as “over-surveying” (Fuchs & Diamantopoulos, 2009).
Bergkvist and Rossiter (2007) proposed that “theoretical tests and empirical findings would be
unchanged if good single- item measures were substituted in place of commonly used multiple-
item measures” (2007, p. 183). The authors further state that single-item scales can have the
same validity and as multi-item scales. As the high-vs-low-trustee test is not part of the main
objectives of this research, it can be considered to be exploratory research. Consequently, single-
item-scales could be used to reduce complexity and create shorter surveys (Stebbins, 2001). The
statistical analysis, however, had to show if the items generated the necessary validity to include
the results in this study. Further, the high- vs.-low-trustee items tested in the questionnaire used a
5-point Likert scale, based on “agreement”. The scale was anchored by 1=agree, 2=somewhat
agree, 3=neither agree nor disagree, 4=somewhat disagree, 5=disagree. An overview of the test

can be seen in tab.10

The results of the high- vs. low. trustee test will be compared to the results of the trust
measurement of the target group to see if the level of intra-personal trust has an influence of the

answer pattern of a target group.
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3.4.5. Development of the economic intent test

Section 2.2.3 describes the benefits of customer retention to companies. The most mentioned
reason for companies engaging in customer retention can be seen in its positive economic effect
and the competitive advantage (Gummesson, 1997; Homburg & Schéfer, 2000, Garcia & Rennhak,
2006; M. D. Johnson & Selnes, 2004; Kamakura, Wedel, De Rosa, & Mazzon, 2003; Palmatier et
al., 2006). The reason for that can be found in customer retention having a direct effect on the cost
situation of the company. In general, serving repeat customers is more cost efficient than
acquiring new customers and therefore customer retention leads to a higher level of profitability
(Edward & Sahadev, 2011; Reichheld & Sasser, 1990; Verhoef, 2003; Zeithaml, Berry, &
Parasuraman, 1996). Accordingly, the customer is more engaged in relation to the company.
Customers are less price sensitive (price sensitivity), demand the same product/ service more
often (repurchase intention), purchase other products (cross selling), purchase more expensive
goods (up-selling), tend to buy less at competition (fluctuation rate), recommend products/
services to friends and family (recommendation rate), tend to forgive company‘s mistake and seek
dialogue (error tolerance) (see Reichheld & Sasser, 1990; Shani & Chalasani, 1992; Foscht, 2002;
Schiller, 2005; Homburg & Bruhn, 2008; Winkelmann, 2008).

As demonstrated previously, the level of customer trust has a strong influence on the level of
retention and therefore on the economic situation of a company (Bolton, Lemon, & Verhoef, 2004;
Gupta & Zeithaml, 2006; Palmatier et al., 2006). Consequently, the measurement of the economic
intention of a customer (group) towards the company was included in the questionnaire as well.
This measure aimed to provide deeper insights about the connection between current level of

trust and the economic intentions of the customer group.

The economic intent test consisted of seven questions, covering the topics: cross-selling, up-
selling, recommendation rate, repurchase rate, willingness to change to competition, price
sensitivity and error tolerance. Following the same logic as the high- vs. low. trustee test, the
economic intent test also used a single item scale, as it considered to be exploratory research. As
mentioned before, in cases of exploratory research, single item scales can be used. The items
which were tested in the questionnaire used a 5-point Likert scale, based on “agreement”. An

overview of the basic questions can be seen in tab.11
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3.4.6. Development of the calculation of the trust gaps

The determination of the current level trust only carries a limited amount of information. In
particular, no conclusion could be drawn about the question if the current level of trust is sufficient
or not. To give the analysis greater meaning and room for interpretation, a target trust value had to

be taken as a reference value.

As mentioned before, the basic idea of this research was to use the focus groups for the
generation of the expected values of trust and then to compare them to the current values of trust,
extracted from the online survey. To be able to determine the value distances between current and
expected values, a calculation method was developed. An overview of the calculation in given in
fig. 18.

The basic mean (value @) of a factors parameter-value extracted from focus groups only has little
significance and meaning. The main disadvantage is that it can occur more than once among the
seven trust building factors. This is why this research used the method of mathematical
extrapolation, by multiplying the mean of the rank of a trust building factor with its parameter-
value. Hence, the expected value of a trust building factor has been calculated by multiplying the

rank of a trust building factor with its parameter-value as can be seen in fig.18.

A general assumption of this research is that the importance (rank) of a factor within a trust

dimension is more important than its parameter-value. In other words, the parameter-value follows
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the rank. This is especially important when calculation the current value, because the current
ranking of the trust building factors can differ from the ranking of the expected trust building
factors. Ultimately the current trust situation should be adjusted to the expected trust situation.
Hence, to calculate the current level of trust for a trust building factor, the current parameter-value
of the trust building factor had to be multiplied with the expected rank of the trust building factor

(as can be seen in fig.18)

To be able to calculate the value distance of the expected level of trust towards the current value
of trust, the value of the current level of trust has to be deducted for the value of the expected

level of trust (as can be seen in fig.18).

The calculation of the trust gaps improved the possibilities for interpretation as the current level of
trust can be set in relation to a target level of trust. A graphical illustration of this finding can be

seen in fig.19.
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3.5. Theoretical testing sequence for the main test

In the following section the sequence of the main test to measure customer trust in various
consumer product categories will be described. In general, the instrument consisted of several

tests to generate the necessary data to determine the overall level of current- and target trust.
For the whole sequence, however, two basic requirements were considered to be essential:

First, the tests had to produce reliable and reproducible results. Second, the chosen approach
had to provide a certain flexibility to measure customer trust within different customer product
categories and also to provide a comparison of target values with current values. Hence, a

sequence of easy to use tools was chosen to fulfil the pre-defined requirements.

As mentioned before the main test consisted of two main parts: focus group discussions and an

online survey. In the following these two elements will be examined in detail.

3.5.1. Focus group discussions

The main task of the focus group discussion was (1) to validate or eliminate the trust building
factors in each of the five dimensions; (2) to rank the seven factors in terms of how the “company”
should represent itself according to the seven trust building factors; (3) to reduce the overall
framework to its relevant components and make it manageable during the survey phase. Hence,
the focus groups were used to get a deeper understanding of the expected values and also to

reduce the framework's complexity.

Focus group - introduction phase

The introduction gave the participants all necessary information about the focus group, how data
was collected and used. In particular information about data security and confidentially were
stressed in the introduction. Besides the information about the intention of the study, additional
advice regarding rules of participation and the treatment of group members was given. At the end
of the introduction the approval to record the focus group on video was shared out to sign. Then,

the focus group started.

Focus group - activity one: creative phase

As a group, all participants were given the same task. They were asked to create a collage with
the help of old magazines and newspapers using their headlines and pictures. The topic which
given to the them was: “The trustful non-durable good (or durable goods, or service)

company” (fictional), to identify the ideal company attributes and sensitise the participants for
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further questions concerning trust. The collage activity consisted of three smaller tasks, which will

be displayed in more detail in the following:

The first task of the collage phase was an association test: “What do you associate with trust?
What images do you have in mind when thinking about trust?” The second task of the collage
phase was to identify certain topics of trust and to group these ideas in relation these topics:
“Please, try to identify related topics and summarise your findings and ideas underneath these
topics.” The third task of the collage phase was to transform these categories and ideas towards
the company that later was the subject of discussion. After they completed the task they were

asked to present their work and explain their thoughts (see fig.20).

Focus group - activity two: ranking of five trust dimensions

After the collage was completed and recapitulated by one member of the group, the moderator
introduced the five trust dimensions of the framework to the participants and asked them to build
a ranking out of these trust dimensions. After the participants have agreed on a ranking and
explained why they have decided to sort the trust dimensions in that order, the two last
dimensions were eliminated. The top three dimensions were then used for deeper assessment. An

overview can be seen in fig.21.
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Focus group - activity three: ranking of the seven trust building factors

Part three of the focus groups, the participants evaluated the importance of the trust-building
factors in each of the three remaining trust dimensions. The first task of part three was to build a
ranking of all seven trust building factors in a dimension. If the group decided that a factor had no
influence in the trust building process, a factor could also be eliminated. The overall aim of this

task was to generate a ranking of the most important trust building factors for this dimension.

After the whole focus group agreed on a rank, the parameter-value on a scale of one to five for
each trust building factor was set by the focus group. The aim of this task was to evaluate the
importance of each factor and to be able to calculate the cut-off points, as described earlier. In
other words, the question of which of the trust building factors has no or just little importance

within a dimension was answered. An overview of this step can be seen in fig.22.
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Again, each rank was discussed and evaluated by the whole focus group. This sequence was
repeated for the three previous selected dimensions (step b). The focus group discussions were
video and/or audio taped for analysis. All participants were informed about that prior to the
discussion. After the focus group was over, the promised incentives were given to the participants

to thank them for participation.

3.5.2. Calculation of the items relevant for the online survey

After the focus groups have been conducted, the method described in section 4.4.3 was used to
determine the most important trust dimensions and trust building factors. Then, this set of
dimensions and trust building factors was used as the basis for the online survey, which was
generated according to stage 2 “item development”. Put differently: the universal questionnaire
was altered to fit the results of the focus groups. This included the adjustment and rewriting of
questions. The final online survey then consisted of three item questions for each relevant factor.

The online survey will be described in the following.

3.5.3. Online-survey

As mentioned, after all parts necessary for the online survey were developed, the questionnaire
was put together to measure the current level of trust for a specific company. As indicated in the

item-development section as a basis for the questionnaire, the main test is based on the
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advantage of a multi-item scale in terms of dimensionally, validity and reliability (Steenkamp and
van Trijp 1991).

However, apart from the general structure of the survey, scales had to be developed. Plank et al.
(1999) as well as Pirson (2007) used 5-point Likert-type scales. Due to the fact that both authors
successfully measured trust within their model, this measurement scale was also implemented in
this study. Hence, main part of this research, as well as the high- vs. low trustee test and the
economic intent test, use structured Likert-type scales. According to Hair et al. (2005), Likert scale
format questions are especially suitable for self-administered survey methods. The items used in
the main part of the questionnaire were 5-point Likert scales based on “agreement”. The scale is
anchored by 1=agree, 2=somewhat agree, 3=neither agree nor disagree, 4=somewhat disagree,

5=disagree.

The online survey contained six parts: (1) introduction, (2) pre- or filter-questions to determine to
which target group the participants belongs, (3) the main part, consisting of the three most
important trust dimensions and three item questions towards each trust building factor, (4) the
high-vs-low-trustee test, (5) the economic intent test, (6) socio-demographics and competition

questions. In the following each section of the questionnaire will be described in more detail.

(1) Part one: Introduction

The introduction of the questionnaire gave the participants all the information necessary to fill out
the survey. Accordingly, the introduction part informed about how the collected data would be
used and how confidentially would be provided. Further, information about the intention of the

study and the expected length of the questionnaire were given.

(2) Part two: pre- or filter question

The complex structure of the testing sequence required a customer segmentation at the beginning
of the survey. Explorative testing had shown that different target groups, can have different
preferences towards the trust dimensions and trust building factors. Therefore it was essential to

customise the online survey to the preferences of the target group.

By starting the online survey with a filter question, it was possible to give a different questionnaire
to different target groups. This approach ensured a procedure flexible enough to test different
consumer product categories and ultimately to compare different customer segments (e.g. usage,

age, location).

(3) Part three: main part (dimension test)
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The main part of the questionnaire consisted of the three dimensions and the item questions with
regard to the most relevant trust building factors. As mentioned before, the online survey was
based on the general questionnaire developed in the workshops, and altered to fit the specific

target groups.

(4) Part four: high-vs-low trustee test

Part four consisted of the earlier described high-vs-low trustee test. This test consisted of seven
questions, based on the seven trust building factors proposed by Pirson (2007). As previously
mentioned the high-vs-low trustee test used a 5-point Likert scale. An overview of the section of

the questionnaire can be seen in appendix D - general questionnaire.

(5) Part five: economic intent test

Part five of the online survey contained several questions with regard to the economic intent of the
participants. In particular, as it was described earlier, the questionnaire consisted of seven
questions, based on advantages of customer retention. Similar to the other parts of the
questionnaire, the economic intent test used a 5-point Likert scale. An overview of the section of

the questionnaire can be seen in appendix D.

(6) Part six: socio-demographics and competition

For the analysis and interpretation of the data it is important to get background information about
the participant. Therefore some common socio-demographics questions were asked at the end of
the questionnaire. The questions were determined with the company, which was the subject of the
survey. Therefore, this part could also include a question about habits, product use or future
intentions. As mentioned before most surveys achieve better results if the participant is rewarded

for his help. Therefore, the participants got the possibility to take part in a competition.

An overview of the general version of the complete questionnaire can be found in appendix D.

3.5.4. Data analysis

This section will give a theoretical layout for data analysis which was used in this research.
However, different types of analysis were used to analyse the collected data in a way, that all
research questions could be answered. In general, the data was analysed with the help of the
statistical software SPSS 20 by IBM. In the following a brief description of the analytical tests that

were used in this study is given:

(1) Cronbach‘s alpha analysis
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The Cronbach‘s Alpha analyses measures the internal consistency or average correlation of a
scale and describes its relational strength of its items (Cronbach, 1951). Cronbach‘s alpha
analysis is the most used reliability coefficient in social science. Although random errors cannot be
completely excluded in statistical tests, the assumption that they level within their means make
them predictable. By following this assumption the reliability of scales can be tested. (Nunnally &
Bernstein, 1994)

Therefore, Cronbach’s alpha as a statistical method can be used to measure the reliability of a
group of items. The results then will be presented on a scale of zero to one, whereas higher values
indicated a higher reliability. According to George & Mallery (2002) the calculated values from
more than 0,7 and higher can be seen as acceptable. The hight of alpha can vary influenced by
the number of items used. When using a low number of items, lower alpha values are also
acceptable (two items alpha of 0,5 is acceptable, three items an alpha of 0,6 is acceptable)
(Nunnally & Bernstein, 1994).

(2) Descriptive statistics

Descriptive statistics are “procedures for summarising, organising, graphing, and, in general
describing quantitative data (Vogt & Johnson, 2011, p. 104). Following this definition the collected
data is analysed primarily regarding its arithmetic average and its standard deviation. Therefore, a
descriptive analysis provides a first indication about the condition of a sample and facilitates it to

comparison of one sample to another.

(3) Factor analysis

A factor analyse is a statistical method which enables the researcher to reduce a larger number of
variables to a smaller number of variables, or factors, or latent variables (Vogt & Johnson, 2011, p.
137). Thereby, a factor analysis calculates the number of factors and shows the relationship
between the factors (factor correlations) or the relationship between the factors and the underlying

construct (factor loadings) (Child, 2006).

To be able to derive conclusions, literature suggests to test data for consistency before applying
factor analysis (Cureton & D'Agostino, 1993). Accordingly, literature further suggests an
acceptable sample size and at least 60 to 80 responds with an ratio of 1:3 responses to variables
(Cureton & D'Agostino, 1993). In general a factor analysis tries to reduce complexity by
aggregating data to identify and discover “new” variables. Therefore, this analysis was conducted
for all previously defined target groups to compare the results and identify similarities and/ or

differences.
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(4) Factor analysis/ varimax with kaiser-normalisation

Factor loadings of the new identified factors can be further tested with varimax/ kaiser-
normalisation. To make it easy to interpret the factor analysis, all factors can be rotated with
varimax with kaiser-normalisation (Vogt & Johnson, 2011). The aim of factor rotation is to identify a
pattern in form of simple structures among the factors. This is achieved by rotating the factors
around their axes and increasing the values of large factor loadings and decreasing the factors of

small factor loadings (Vogt & Johnson, 2011).

To be able to gain further information and a clearer picture of the study results, factors were
rotated with varimax with kaiser-normalisation in this research. Thereby, this research followed the

general convention of factor loadings of the indicator variable of a min. 0.5 or higher.

(5) Correlation analysis

Correlation analysis tests values towards their interconnectedness. Consequently, correlation
analysis helps to determine if there is a relationship between two variables, how strong the
relationship is and what direction the relationship has. Values close to +1 reflect a close positive
relation, values close to -1 reflect a close negative relation while small values in general reflect no

relation (Healey, 2011).

Information generated from this analysis can be used to either confirm/ detail low Cornbach‘s
alpha values or to explain the result of the factor analysis/ rotation. Further, the identification of
correlations between the trust building factors are important to understand if the trust dimensions

are interlinked with each other or can be seen as separate.

In this research correlation analysis was conducted to identify the trust building factors with the
highest positive or negative correlation. In other words, this analysis aimed to answer the question

if there there were trust building factors, appearing to have a strong relation with each other.

(6) T-test

According to Rasch et al. (2006), a t-test is conducted to see if there are any differences or
similarities among different target groups. Technically, a t-test is a statistical method which
compares two means to each other and analyses if these means are significantly different to each
other. The resulting t-value can be either positive or negative. Values under 2.0 indicate a small
difference, whereas values between 2.0 and 2.7 indicate groups being different towards each
other to 95%. A value over 2.7 indicates a difference of 99% between two groups (Rasch et al.,
2006).
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Within this research, t-tests were used analyse if pairs of surveyed customer target groups were
similar. If groups were identified to be similar, qualitative data could give a good indication if they

could be treated equally by the company or not.

3.5.5. Calculation of the trust gaps

The next and final step in the development of the theoretical testing sequence was the calculation
of the trust gaps. The theoretical approach of how the current and the expected trust building

values are calculated is explained in section 4.4.6.

The trust gaps provide the necessary knowledge about customer trust levels. Accordingly, when
trust gaps are calculated, the qualitative data extracted from the focus groups can be used for a
more detailed interpretation. Further, large trust gaps indicate the need for a company to act in a

certain direction to attempt to close the ‘gap".

3.6. Pre-test: testing the integration of the two models

Before conducting the three main studies, a pre-