
that firms seek to increase customer
satisfaction. Satisfaction alone, however,
does not ensure continued service
patronage.5 While satisfaction may be
one important driver, trust is also likely
to influence retention and WOM, both
independently and in tandem. This paper
incorporates into models of retention and
WOM, the influence of trust in addition
to the traditional emphasis on satisfaction.
In the process, hitherto neglected effects

INTRODUCTION
Customer satisfaction has traditionally
been regarded as a fundamental
determinant of long-term customer
behaviour.1 The more satisfied the
customers are, the greater is their
retention,2 the positive word of mouth
(WOM)3 (also referred to in the
literature as advocacy), and ultimately,
the financial benefits to the firms who
serve them.4 It is no surprise, therefore,
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dimension of loyalty,11 and is driven by
customers’ true affect towards the
service provider. Combining retention
and WOM into one overall measure of
loyalty would, therefore, cloud these
differing effects. The hypotheses raised
are tested in a continuous purchasing
setting. A continuous purchasing setting
is one where customers maintain
long-term contractual relationships with
service providers. This setting is
distinct, therefore, from the discrete
purchasing patterns found in the retail
sector.

HYPOTHESES
Based on a review of the literature, the
following set of hypotheses is developed.

Numerous studies in the service sector
have empirically validated the link
between satisfaction and behavioural
intentions and behaviours such as
retention12 and WOM.13 Indeed, this link
is fundamental to the marketing concept,
which holds that satisfying customer
needs and wants is the key to building
loyal customers. Further, the importance
of satisfaction on retention is so well
recognised that some major economies
now measure satisfaction at the industry
level using large sample surveys to
predict customer retention, loyalty
(which reflects WOM) and future
financial performance.14 Thus the
expected findings are:

H1: The higher the level of
satisfaction, the higher the level of
customer retention.

H2: The higher the level of
satisfaction, the higher the level of
positive WOM.

Research suggests that in some cases
even satisfied customers may switch15 and
that it is therefore necessary to look
beyond satisfaction toward building

are uncovered and some valuable insights
into means of building loyal customers
are provided.

Meta analysis studies on satisfaction6

and trust7 show that while satisfaction
and trust are closely related, they are
conceptually different. Further, some
argue that trust is a stronger emotion
than satisfaction and that it may therefore
better predict retention and WOM
behaviour.8 Nevertheless, little is known
regarding the relative explanatory power
of these two constructs. By studying the
effects of trust and satisfaction together,
the authors seek to shed more light on
their relative importance in influencing
retention and WOM. Doing so is
particularly relevant in the highly
competitive business environment where
companies are striving to find alternative
means of gaining a competitive
advantage. Indeed, while the aim of most
firms is to strive for 100 per cent
customer satisfaction, this is often not
feasible. For example, the American
Customer Satisfaction Index for the
second quarter of the year 2002 shows
the cross country, overall index to be
only 73 per cent. In this context, the
authors believe that identifying alternative
means of retaining customers, such as
through building trust relationships, is
particularly useful.

This study examines the effects of
satisfaction and trust on retention and
WOM taken separately. The authors
believe that studying retention and
WOM separately is superior to studying
an overall measure of loyalty that
combines them because the effects of
satisfaction and trust on retention could
be different from their effects on
WOM. Retention is known to be a
behavioural dimension of loyalty,9

determined by both positive as well as
negative drivers such as switching
barriers.10 On the other hand, WOM is
known to reflect the affective
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H6: Satisfaction will be a better
predictor of positive WOM than
trust.

METHOD
The hypotheses generated above were
tested on customers of fixed line
residential telephones. Qualitative
interviews of 40 customers representing
different demographic categories were
followed by a large-scale survey of
2,850 randomly selected customers from
two adjacent towns in South-East
England. In order to make the sample
more representative of the population,
the sample contained both long-term
customers (66.6 per cent) and those
who had changed companies recently
(33.3 per cent). The questionnaire
contained both structured and
open-ended questions. In the latter,
respondents were asked to describe
critical events that led to dissatisfaction
or loss of trust. This was a probing
question based on a procedure
recommended in the literature to have
a high level of reliability and validity.23

The respondents belonged to one of
the two premier service providers in
the region. The sample was selected
based approximately on the prominence
of each service provider in the region.

Measures

Satisfaction, trust, positive WOM and
retention were measured using multiple
item, seven-point Likert-type scales.
Factor analysis confirmed the underlying
structure of the measurement items.
Reliability coefficients (Cronbach’s �) for
the reflective scales were high
(�Sat � 0.94; �Trust � 0.78; �WOM � 0.79).

Retention: a three-item formative scale
used in the marketing channels
literature was adapted to measure
‘propensity to leave’ in a B-B

trust.16 This view is consistent with the
channels literature,17 which shows that
firms look at trust to ensure
economically viable, long-term
relationships. Although the consequences
of trust in business-to-business (B-B)
relationships have been established, it is
not the same with business-to-consumer
(B-C) relationships. Much of the existing
work in this area tends to be either
conceptual18 or anecdotal.19 Nevertheless,
drawing upon the channel relationships
literature,20 it is hypothesised that:

H3: The higher the level of trust, the
higher the level of customer
retention.

Hart and Johnson use anecdotal evidence
to argue that firms must establish ‘total
trust’ to ensure true customer loyalty.21

Since WOM is often argued to be a key
characteristic of truly loyal customers, it
is hypothesised that:

H4: The higher the level of trust, the
higher the level of positive
WOM.

Some assertions are made to the effect
that trust is more important than
satisfaction in building loyal customers.22

However, the basis for these assertions
lies mostly in the channels literature on
B-B relationships. In such settings parties
invest considerable resources towards
relationship building and thus termination
of the relationship is often very
expensive. In a B-C relationship, the
consequences of relationship termination
are less significant. Therefore, it is argued
that the role of trust is also bound to be
less significant in the latter context.
Thus:

H5: Satisfaction will be a better
predictor of customer retention
than trust.
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completely at random, and excluded
list-wise. There were adequate
representations of all age categories and
both genders. As expected, data
showed some deviations from normality.
However, only retention scores fell
outside �/�1 for skewness and
kurtosis. The retention scores were
transformed using both a square root
and log transformation technique. The
log-transformed data were used since
they gave the best results for normality
and homoscedasticity.

Table 1 illustrates the simple bivariate
correlations among the key constructs.
Data indicate the significant positive
effects of satisfaction and trust on
retention and WOM. Next, two
regression models for the two dependent
variables were built. The resultant models
of retention and WOM are shown in
Table 2. Regression results showed some
shared variance. However, both the
condition index and variance inflation
factors were within acceptable limits,
indicating that, as far as multicollinearity
is concerned, there are no causes for
great concern.

Model 1 shows that both main effects
of satisfaction and trust on retention are
significant, confirming Hypotheses H1

(� � 0.50, p � 0.01) and H2 (� � 0.15,
p � 0.01). Satisfaction was by far the
stronger driver of retention relative to
trust, confirming Hypothesis H5.

Model 2 illustrates the regression
results for WOM. Both satisfaction and
trust had significant positive linear effects
on the dependent variable, confirming
Hypotheses H2 (� � 0.28, p � 0.01) and
H4 (� � 0.27, p � 0.01). Satisfaction was
again found to be a stronger driver of
WOM than trust, confirming Hypothesis
H6. However, unlike in the case of
predicting retention, the difference in
effects of satisfaction and trust on WOM
was marginal (�Satisfaction � 0.28 vs
�Trust � 0.27).

relationship. The three items measured
the likelihood of the respondent leaving
the service provider at three different
periods in the future — six months,
one year and two years respectively.
The overall score was a summate of
the three weighted items.

WOM: a two-item measure was used
reflecting both voluntary
recommendation of the service and
involuntary recommendation based on
the two-dimensional typology, which
identified two key types of WOM —
receiver initiated and sender initiated.24

Satisfaction: a three-item measure
adapted from a customer satisfaction
measure presented in the literature25 was
used. The measure relied on the
conceptual definition of satisfaction as an
evaluation of an emotion. One item
reflected the emotional dimension and
two items reflected the evaluative
dimension of the construct.

Trust: the three-item measure reported
in the seminal study on the
commitment–trust theory of relationship
marketing26 was adopted. Trust was
conceptualised as ‘what exists when one
party has confidence in a partner’s
reliability and integrity’. This definition is
also consistent with previous definitions
of trust as ‘willingness to rely on a
partner in whom one has confidence’,27

and the classic view that trust is a
‘generalised expectancy held by an
individual that the word of another can
be relied on’.

ANALYSIS AND RESULTS
The authors received 461 responses and
a valid response rate of 16.2 per cent.
There were no significant differences in
the response rates for respondents of
the two firms. Tests for non-respondent
biases were also non-significant at 0.05
level. For the individual tests, missing
items were treated as missing
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lower in the former than in the latter,
customers may place less value on
developing trust relationships with service
providers in the B-C context.

Indeed, it is also plausible that the
nature of trust relationships depends upon
the industry. It is known that trust plays
a more important role in industries such
as the financial services sector where
customers may have concerns about the
security of their funds. Furthermore, it is
also known that online service providers
require a high level of trust to attract
customers, mainly due to the hidden
nature of the customer–service provider
interface. What the authors, based on
their findings from the fixed line
telephone sector, show, however, is that
the long-term contractual nature of the
relationship itself does not necessarily
make trust more important than
satisfaction.

It is also known that need for trust
relationships can be dependent upon

DISCUSSION
Effects of both satisfaction and trust on
customer retention are found to be
significant and positive. Therefore,
previous research linking satisfaction to
retention is confirmed. However,
previous research has provided little
empirical insight into the role of trust in
retaining customers. These results
confirm the expected positive effect of
trust on retention. However, unlike in
B-B relationships where trust has been
found to be of utmost importance in
maintaining long-term relationships, trust,
in the B-C context, is found to be a
weaker predictor of retention than
satisfaction. This contradicts some
assertions in the literature that firms need
to go beyond satisfaction to build trust in
order to retain customers. The authors
argue that this is likely to be a result of
lower investment by both parties in B-C
relationships relative to B-B relationships.
Since relationship termination costs are
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Table 1: Pearson Correlations (Sig. 2-tailed)

Customer Customer 
satisfaction Trust retention Positive WOM

Customer satisfaction 1.000

Trust 0.674*** 1.000

Customer retention 0.596*** 0.482*** 1.000

Positive WOM 0.462*** 0.439*** 0.430*** 1.000

***Correlation is significant at 0.01 level

Table 2: Results of OLS regression analysis of drivers of customer retention

Independent variable Model 1-Retention Model 2-WOM

Customer satisfaction (CS) 0.503*** 0.276***
Trust 0.148*** 0.268***

R2 0.381 0.253
Adjusted R2 0.378 0.249
F 122.300*** 68.616***

***a < 0.01 (Note: � coefficients have been reported)



research and practice. The general trend
in the literature has been to suggest that
successful service recovery is the panacea
to all service problems. Researchers have
argued that a) service recovery can
restore customers to a satisfied state or
make them delighted29 and that b)
customers who experience successful
service recovery can sometimes be even
more satisfied than those who did not
experience a service failure in the first
place.30 While both these points may be
partly true, the full impact of service
failure and recovery on trust appears to
be different from that on satisfaction.
Customers appear to be willing to accept
the apology and compensation offered by
the service provider as part of the
recovery process, but may be less willing
to trust their service provider to offer a
trouble free service in the future. These
findings are consistent with assertions
made in the literature that in some
service failure and recovery situations,
customers may forgive the service
provider, but do not forget the bad
experience of failure.31 Therefore, even
successful service recovery could lead to
loss of trust and, consequently, increased
likelihood of switching.

Thus, high customer satisfaction
coupled with a relatively lower level of
trust, may not ensure total customer
commitment towards the service
provider. This effect is illustrated in
Figure 1, which is based on median split
satisfaction and trust scores plotted against
mean levels of customer retention. Figure
1 indicates how, at the high end of
satisfaction, increasing trust further
strengthens retention. Furthermore,
among satisfied respondents, those with
low levels of trust are significantly less
likely to be retained than those who
have high levels of trust (Mean
RetentionLowTrust � 0.596 � Mean
RetentionHighTrust � 0.744, p � 0.05). It
also indicates that, while trust acts as a

individual customers. Some have shown
that trust is more important for more
relationship-oriented customers than for
transaction-oriented customers.28

Therefore, the possibility is not excluded
that for some customers, trust in their
service provider may be more important
than satisfaction with their service
provider in determining customer
retention even in the context of fixed
line telephones. As a whole, however,
for the entire customer base, satisfaction
is found to be a stronger driver of
customer retention than trust.

Satisfaction and trust also have a
significant positive effect on WOM.
Again there is no evidence to support
assertions made in the literature regarding
the importance of trust over satisfaction.
As a predictor of WOM, however, trust
is only marginally weaker. Indeed, this is
to be expected. Customers can be
retained due to a multitude of reasons.
But to make them say positive things
about the service, they have to display
true loyalty, a strong emotional
attachment. A strong emotional
attachment is likely to be preceded by a
strong emotional response such as trust.
Therefore, it is clear that ensuring both
retention and WOM requires a dual
strategy aimed at both increasing
satisfaction and building a strong trust
relationship.

While effect of trust on retention was
substantially less than that of satisfaction,
the qualitative data from the survey
reinforced the importance of trust.
Responses to the open-ended question
requesting respondents to describe
instances that led to dissatisfaction and/or
loss of trust indicated that more than a
third of the respondents who had a
successful service recovery process
(‘satisfied with the service recovery
process’), nevertheless ended up losing
trust in their service provider. These
findings have important implications for
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literature. While satisfied customers in
general are likely to trust their service
provider, the above discussion illustrates
an instance where customers could be
satisfied, yet have lost trust in their
service provider. In other words, it is
possible for satisfaction and trust to
diverge at least in some instances. These
findings suggest the need for companies
to have a combined strategy aimed at
increasing both satisfaction and trust
simultaneously. In a low customer
contact context, this may entail
elimination of the need for service
recovery, or indeed, prevention of service
failure in the first place.

CONCLUSIONS
Whereas in the past many studies on
drivers of customer loyalty focused on a
key customer perception such as
satisfaction, the current study incorporates
an additional construct that could be
termed complementary to satisfaction.
The paper reports that satisfaction is
indeed an important driver of customer
retention, even in a low customer
contact, mass service setting. The effect
of trust, though smaller, is nevertheless

complement to satisfaction for customers
displaying high levels of satisfaction, trust
has no significant impact in retaining
dissatisfied customers.

Further, the satisfaction–trust
discrepancy may at least partly depend
on who initiates the service recovery
process. Service provider initiated
recovery may be possible in sectors with
high customer contact, for example in
the airline industry where a problem
such as delayed departure is apparent to
both the service provider and the
customer. Service provider initiated
recovery is, however, difficult or
sometimes impossible in low customer
contact industries such as fixed line
telephony where failure is often
associated with line defects and billing
errors, errors which are noticed first and
foremost by the customer. Therefore, in
industries where a service failure goes
unnoticed by the service provider, and
has to be brought to the notice of the
provider for corrective action, the
negative impact on trust is likely to be
stronger.

Indeed, Table 1 also indicates a high
correlation between satisfaction and trust.
This result is consistent with the extant
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Figure 1 Mean retention across different levels of satisfaction and trust
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increasingly common due to the spread
of technology. Nevertheless, the
applicability of the findings to other
contexts needs further research.

Also, while the authors have looked at
satisfaction and trust as drivers of
customer retention and WOM, there are
indeed alternative drivers such as service
quality and price, which have been
looked at in the literature. Furthermore,
some drivers of retention, such as
switching costs, may not necessarily be
drivers of WOM. While inclusion of a
multitude of explanatory variables would
have increased the holistic nature of the
study, the authors’ aim was specifically to
compare the roles played by satisfaction
and trust. It is also possible that
satisfaction and trust can have nonlinear
relationships, which may suggest, among
other things, the possibility of satisfaction
and trust having different levels of
thresholds. While some literature has
already suggested such possibilities,
replication of those findings was beyond
the scope of this paper.
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