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Abstract

This paper investigates the antecedents of intra-organizational trust and,
more specifically, how the frequency of communication between trustor and
trustee moderates the impact of these factors on perceived trustworthiness.
Data on 157 dyadic relationships among 50 senior managers within a
multinational corporation confirm that the effect of both trustor as well as
trustee characteristics on the level of perceived trustworthiness is moderated
by the frequency of communication between the two parties. As
communication frequency increases, the trustor’s general attitudinal
predisposition towards peers becomes less important as a determinant of
his/her evaluation of trustworthiness of other managers within the
organization. In contrast, as communication frequency increases, the
trustor’s as well as the trustee’s linkages to the organization become more
important determinants of perceived trustworthiness.
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Introduction

In recent years, the concept of trust has gained an important place in management research
(Kramer and Tyler, 1996; Rousseau, Sitkin, Burt, and Camerer, 1998). Trust facilitates
relationships between and within organizations, reducing transaction costs and potentially
becoming a source of competitive advantage (Chiles and McMackin, 1996; Barney and Hansen,
1994). The benefits of trust are widely accepted within the literature, though there is only scarce
empirical research about how trust can be built within organizations (Mayer and Davis, 1999).

When the nature and the antecedents of trust have been analyzed in the social sciences, the
differences in approaches are striking. For instance, psychologists have studied trust as a
fundamentally chronic personality trait (Rotter, 1971), economists have focused on the
calculative process that captures the decision to trust others and they have attempted to design
organizational arrangements that will yield "trust-like" behavior (Dasgupta, 1988; Williamson,
1993), while sociologists have emphasized the importance of social relations beyond individual
characteristics and formal organizational arrangements (Granovetter, 1985). Thus, to analyze the
antecedents of trust between managers, we need to draw from a combination of the different
individual, contextual, and social factors considered by these three approaches.

In this paper, our goal is to investigate the antecedents of trust within an organizational setting,
including the individual attitudes of managers, their specific context within the organization, and
the frequency of communication in their relationships with their peers. We argue that the
perceptions of trustworthiness of other managers within the organization are driven by the
individual characteristics of the two sides of the dyad as well as by their linkages to the
organization in which managers perform their activities. However, we expect that the influence of
these individual and contextual characteristics will be moderated by the extent of communication
between managers, as a critical element of dyadic relationships. It is the moderating role of
communication in the determinants of trust that constitutes the main focus of this study. Thus, we
want to study how the perceptions of peer trustworthiness arise in an intra-organizational context
and, more specifically, how communication frequency moderates the extent to which it is the
trustor’s or the trustee’s individual and contextual characteristics what drive these perceptions.

In the next section, we develop the theoretical arguments regarding the perceived trustworthiness
of managers in an organizational context and present the hypotheses to be tested. The
methodology section describes the multinational enterprise setting within which this study was
conducted as well as the data collection process, the measures, and the sample. The following
section presents the results of the empirical analysis based on a sample of 157 dyadic
relationships among the top 50 managers of this multinational corporation. The paper concludes
with a discussion of the results and their implications for future research as well as practice.

The Antecedents of Perceived Trustworthiness

Research on trust has been characterized by a substantial diversity in disciplinary background,
methodologies, and definitions (Bigley and Pierce, 1998). Among other approaches, trust has
been defined as a general disposition toward others (Rotter, 1971), a rational decision about
cooperative behavior (Dasgupta, 1988), an affect-based evaluation about another person
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(McAllister, 1995), and a characteristic of social systems (Barber, 1983). Rousseau et al. (1998)
argue that the differences among scholars in the definitions and levels of analysis are less
divergent than what may appear at first sight. Based on their analysis of the trust literature, these
authors suggest that trust is a "psychological state comprising the intention to accept vulnerability
based upon positive expectations of the intentions or behavior of another” (Rousseau et al. 1998:
395). In this section, we will analyze the factors that lie behind the extent to which managers
believe that their peers are trustworthy, that is, how the subjective expectations of the intentions
and behaviors of their peers within the organization are generated. Thus, we will study the
subjective evaluations of peer trustworthiness rather than the actual risk-taking behavior of the
trustor that may result from these evaluations.

Most definitions of trust, such as the one above, are based on the dyad as the underlying unit of
reference. Depending on the issue to be analyzed, it can be aggregated to the trustor’s perspective
on one side (i.e., propensity to trust) and the trustee as a reference on the other side (i.e., his/her
actual trustworthiness). A statement about trust, therefore, always concerns at least two parties -
be they individuals, groups, organizations, institutions, or entire societies. The analysis of trust
ultimately needs to build on how individuals (at a certain level of aggregation) trust and are
trusted by other sets of individuals. From our perspective, this distinction between the trustor
(who holds certain expectations about another party and may or not be willing to be vulnerable to
the actions of the other party) and the trustee (who is assessed by the trustor) is critical to any
analysis of the antecedents of trust.

Based on this fundamental trustee-trustor dyad, the trustor’s expectations about the trustee’s
trustworthiness may arise from three basic sets of variables: (1) the trustor, (2) the trustee, and (3)
their dyadic relationship (i.e., the interaction between both individuals through their relationship).
In the intra-organizational context that we study in this paper, the trustor and trustee effects can
be further disaggregated into the individual characteristics of the two managers as well as their
specific linkages to the organizational network. The hypothesized relationships are summarized
in Figure 1 and developed below in greater detail.

The core idea in the model is that the relative effect of the trustor and the trustee on the former’s
expectations regarding the latter’s trustworthiness depends on one critical characteristic of their
dyadic relationship: the frequency of communication between them. This argument is consistent
with Rotter’s (1971) claim that an individual’s propensity to trust should influence his/her level
of trust in specific others, but mainly when the trustor has little knowledge about them. Thus, if
there is little contact between trustor and trustee within an organization, the level of trust can be
expected to depend largely on the trustor’s own characteristics and position within the
organization. Similarly, the effect of the individual characteristics and the organizational context
of the trustee would be expected to be smaller, since limited contact would make these
characteristics barely observable to the trustor.

In contrast, with greater frequency of communication, the trustee’s individual characteristics as
well as context within the organization would become more visible to the trustor and can be
expected to play a greater influence in his/her evaluation of the trustee’s trustworthiness. In this
case, the trustor can be expected to rely more heavily on the larger amount of information directly
available to him/her about the trustee’s intentions and behavior in their relationship. Thus, when
the amount of communication between them increases, we would anticipate a transfer in the
extent of influence from the trustor’s perspective to the trustee’s individual characteristics and
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position within the organizational network. This moderating effect of communication frequency
on the influence of the individual characteristics and context of the trustor and the trustee on
perceived trustworthiness is developed further in the hypotheses below.

Attitudinal Predisposition Towards Peers

Research in psychology has shown that individuals have different propensities to trust others,
which results from their early childhood, their personality, and their experiences through life
(Erikson, 1953; Rotter, 1967; Wrightsman, 1971). In our study, we are particularly interested in
relationships within the organizational network and how managers” individual attitudes towards
peers may affect the perceptions of trustworthiness within the organization.

Consistent with Olson and Zanna (1993) and other attitude researchers, psychologists Eagly and
Chaiken (1992) define attitude as “a psychological tendency that is expressed by evaluating a
particular entity with some degree of favor or disfavor.” A positive attitudinal predisposition
towards peers basically means that the manager sees his/her peers from a more positive
standpoint, in terms of positive affect, cognition, and behavioral intentions towards the manager
making the evaluation. It appears reasonable to expect that a general positive predisposition
towards peers is likely to be associated with the managers’ positive evaluations of the
trustworthiness of specific peers within the organization, particularly in a low communication
context. Once the trustor has more communication with the trustee, this general attitude towards
peers can be expected to become less important and the specific attributes of the trustee and the
history of the relationship with him/her can be expected to become more significant.

Hypothesis 1: (a) In low communication contexts, there will be a positive association between
the trustor’s attitudinal predisposition towards peers and his/her perception of the trustee’s
trustworthiness. (b) In high communication contexts, this association will be either less strong or
insignificant.

On the other hand, a trustee with a positive attitudinal predisposition towards peers should also be
perceived as more trustworthy, at least when high communication allows the trustor to observe
such a positive attitude. In this case we would expect that the trustor may feel more comfortable,
and thus have a more positive evaluation of his/her peer’s trustworthiness, when dealing with a
colleague who has positive affect, cognition, and behavioral intentions towards his/her own peers,
including, obviously, the trustor.

Hypothesis 2: (a) In high communication contexts, there will be a positive association between
the trustee’s attitudinal predisposition towards peers and the trustor’s perception of the trustee’s
trustworthiness. (b) In low communication contexts, this association will be either less strong or
insignificant.

Linkages to the Organization

In addition to attitudinal predisposition towards peers as a key individual characteristic of the
trustor and the trustee, the organizational context in which managers perform their activities can
also be expected to affect the level of trust present in their relations with other managers. For
instance, the design of organizational arrangements to monitor and motivate managers suggested
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by transaction cost economics and agency theory can be expected to have an important impact on
the manager’s behavior and intentions towards peers (Ghoshal and Moran, 1996; Shapiro, 1987).
The variables that reveal the type and the strength of the linkages of a manager to the
organization can be expected to have important consequences on the perceptions of
trustworthiness of the managers within an organization, since they reflect the manager’s interests
and socialization within the organization. We will focus on three variables that broadly
characterize the context for individuals as players within a social structure: organizational tenure,
decision-making autonomy, and bonus intensity.

Organizational tenure. We expect that organizational tenure is likely to affect a manager’s
expectations about others within the organization, since tenure is well recognized as a good gauge
of the richness and strength of a manager’s “embeddedness” within an organization (Granovetter,
1985). Managers with longer tenure within the organizational network are presumably more
socialized and familiar with the written and unwritten rules (Finkelstein and Hambrick, 1996).
This greater knowledge of the company and links with many peers is likely to facilitate more
positive evaluations of the trustworthiness of colleagues, particularly in the case of low frequency
of communication between the trustor and the trustee.

Hypothesis 3: (a) In low communication contexts, there will be a positive association between
the trustor’s own organizational tenure and his/her perception of the trustee’s trustworthiness.
(b) In high communication contexts, this association will be either less strong or insignificant.

We now focus on the organizational tenure of the trustee. It is widely accepted in research on top
management teams (Finkelstein and Hambrick, 1996) that managers with longer tenures tend to
be more embedded within the organizational network and more committed to the organization
and its status quo (Wiersema and Bantel, 1992). This greater commitment to the organization can
be expected to result in the establishment of a trustworthy reputation as trustee. Since we posit
that the trustee characteristics will matter more when communication between trustor and trustee
is high, these arguments yield the following hypothesis.

Hypothesis 4: (a) In high communication contexts, there will be a positive association between
the trustee’s organizational tenure and the trustor’s perception of the trustee’s trustworthiness.
(b) In low communication contexts, this association will be either less strong or insignificant.

Decision-making autonomy. By definition, managers with greater autonomy have greater control
over their own actions and are less affected by others’ actions (Deci and Ryan, 1987). Given that
greater autonomy makes managers less exposed and vulnerable to the actions of their superiors
and peers, managers with greater autonomy can be expected to be more willing to trust other
individuals within the organizational network (Frost, Stimpson, and Maughan, 1978).
Researchers have already suggested that managers with a more internal locus of control (Deci
and Ryan, 1987) and greater self-efficacy (Whitener et al., 1998) are more predisposed to trust
others. Thus, we expect that the trustor’s organizational autonomy would also be positively
associated with the evaluations of the trustworthiness of peers and that this relationship would be
moderated by the frequency of communication between the trustor and the trustee.

Hypothesis 5: (a) In low communication contexts, there will be a positive association between
the trustor’s own decision-making autonomy and his/her perception of the trustee’s
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trustworthiness. (b) In high communication contexts, this association will be either less strong or
insignificant.

We now focus on the decision-making autonomy of the trustee. It is arguably harder to rely on
peers who do not have control over their actions. Their positive intentions and promises can be
overturned by a superior if they have low autonomy, therefore limiting their trustworthiness.
Taking into account the moderating effect of communication frequency, these arguments yield
the following hypothesis.

Hypothesis 6: (a) In high communication contexts, there will be a positive association between
the trustee’s decision-making autonomy and the trustor’s perception of the trustee’s
trustworthiness. (b) In low communication contexts, this association will be either less strong or
insignificant.

Bonus intensity. Managers with larger individually-based bonuses can be expected to behave in
their own self-interest to a greater extent than if their compensation was fixed or based on group-
level goals (Finkelstein and Hambrick, 1996). The achievement of individually-based goals is
likely to affect their relationships with other individuals within the organization. This self-interest
of those managers with competitive rewards can be expected to make them less trusting of their
peers (Ferrin and Dirks, 2001). These arguments coupled with the moderating effect of
communication frequency result in the following hypothesis.

Hypothesis 7: (a) In low communication contexts, there will be a negative association between
the trustor’s own bonus intensity and his/her perception of the trustee’s trustworthiness. (b) In
high communication contexts, this association will be either less strong or insignificant.

Focusing now on the trustee, performance-contingent compensation plans can be expected to
increase “political behavior” and self-interested attempts even to manipulate accounting systems
or personal reputations (Finkelstein and Hambrick, 1996). The behavior of those managers with
large individually-based incentives is, thus, likely to be less trustworthy than the actions of
managers with less bonus intensity. However, this behavior can be expected to become far more
apparent when the communication between trustor and trustee is high.

Hypothesis 8: (a) In high communication contexts, there will be a negative association between
the frustee’s bonus intensity and the trustor’s perception of the trustee’s trustworthiness. (b) In
low communication contexts, this association will be either less strong or insignificant.

Methodology
The Organizational Setting

To investigate perceived trustworthiness within the organizational network, we approached one
highly-globalized multinational corporation with whom one of the researchers had had contact
for several years. This prior contact was considered necessary to obtain a high response rate
about a sensitive topic such as trust and to limit the effect of social desirability in the answers.
The CEO of SAF Group (a pseudonym) agreed to provide us with access to the firm's top
managers worldwide. SAF has production facilities in Brazil, France, Scandinavia, South Africa,
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and the U.S. and it directly employs about 4,000 individuals worldwide. In the last few years,
SAF's sound financial performance has been in line with the average for the industry and their
products hold worldwide market share leadership in several segments.

The SAF Group, an important player in the construction equipment industry, was formed in the
late 1980s after the merger of three equal-size companies: one Scandinavian, one American, and
one French. At the time of the study, the corporation was organized into six divisions, three
Global Product Centers (GPC) and three Market Areas (MAs). The three GPCs had worldwide
responsibilities for R&D, production, and broad marketing strategy for their respective lines of
products. The three MAs had sales, marketing, and service responsibilities within their respective
geographical areas: Europe, North and South America, and Asia-Pacific. Ties with direct contact
between managers from different divisions took place largely between GPCs and MAs in this
customer-supplier type of relationship along the value chain. Direct contact among the three
GPCs or among the three MAs was very rare.

The Survey

After conducting 26 initial interviews to develop a better understanding of the concept of trust in
this organizational setting, we designed a survey to measure trustworthiness within the
organization and its hypothesized antecedents. The presidents of each of the six divisions
identified the top managers directly reporting to them, mostly subsidiary presidents for the MAs
and product managers for the GPCs, plus some top-level divisional staff (all male). A total of 68
managers received a questionnaire in which they were asked about their relationships with
specific managers from other divisions. The questionnaire was pretested with one GPC president
and one MA president. After incorporating minor modifications dealing mostly with wording, the
English-language questionnaires were sent out. A letter explaining the objectives of the research
project and guaranteeing full confidentiality accompanied the questionnaire. After two reminders,
59 questionnaires were received (87% response rate), including the six division presidents and
three additional members of the top management team. These nine top managers were excluded
from the analysis since the dynamics of trust between them were expected to be different than at
lower levels within the corporation, given the importance of power and politics for managerial
work at the top management team level (Finkestein and Hambrick, 1996).

The survey contained questions about the individual respondents and their dyadic relations with
other managers across the organizational network. Each manager was asked a set of questions
about himself, including individual characteristics and his own position and role within the
organization. In addition, they were asked about their relationships with specific named managers
from other divisions. A total of 31 top managers from the GPCs provided evaluations of the
presidents of the ten largest subsidiaries and other key MA managers, while 19 top managers
from the MAs evaluated the nine product managers and senior GPC staff.

Data were collected on a total of 243 dyads. However, after randomly discarding one of the
reciprocal evaluations in dyads where both parties evaluated each other (to avoid autocorrelation
of observations) and excluding dyads where both managers were from the same division, the
sample was reduced to 157 unique dyads between managers with direct contact from different
divisions. The directionality of observations (GPC to MA vs. MA to GPC) was statistically
controlled by a dummy variable, since the relationship at the division level could affect the
amount of trust between the individual managers. Most of the instruments for these variables
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have been previously validated in the literature. Each measure and its reliability (Cronbach alpha)
are presented below when appropriate.

Measures

Basic data were gathered for each manager, including Organizational tenure (number of years
since they joined the firm. The respondents also indicated whether they worked for either a
Production unit (GPC) or a Marketing unit (MA), which was dummy coded as 1 in the former
case and used as a control variable in the dyadic evaluations between GPC and MA managers.

Attitudinal predisposition towards peers was measured by the Least Preferred Co-worker
(LPC) instrument developed by Fiedler (1971). Though initially intended to assess a relationship-
oriented leadership style versus a task-oriented style (Fiedler, 1971), Stogdill (1974) has argued
that the LPC really measures a general attitudinal predisposition towards peers, which is what we
want to assess in this study. The instrument consists of 18 items anchored by two contrary
adjectives (e.g., cooperative-uncooperative) at the end of a seven-point scale along which the
respondents need to assess their least preferred peer. This is one of the most widely used methods
to measure attitudes in psychology (Olson and Zanna, 1993). A higher score indicates a more
positive attitude with regard to others within the organizational network.

Autonomy (o = .79) was measured using four items from Griffin, Moorhead, Johnson, and
Chonko (1980) based on the autonomy dimension of the Job Diagnostic Survey (Hackman and
Oldham, 1975). For this question, the manager was asked to assess the degree to which there are
specific autonomy-related characteristics in his/her job (from "A minimum amount" to "A
maximum amount"). The four items were: The opportunity for independent thought and action,
The control I have over the pace of my own work, The freedom to do pretty much what I want,
and The overall degree of autonomy.

Bonus was measured as a percentage of maximum possible bonus to total compensation. The
managers were asked to indicate the percentage amount of their bonus to total compensation for
the current year if they were to actually receive the maximum possible bonus amount. It should
be noted that all bonuses referred only to the manager’s individual performance based on set of
specific goals for the manager, including in some cases the performance of his/her own division,
but not other divisions or corporate-level goals.

Frequency of communication (o0 = .94). Each manager assessed the frequency of
communication with a set of managers from other divisions within the organizational network.
Five items obtained from Gupta and Govindarajan (1998) were used to measure how often the
managers communicated through different modes in a 5-level Likert-type scale (Very Rarely,
Most months within a year, Several times within a month, Every week, and Most Days). The five
items referred to Face-to-face meetings, Over the telephone, Through email, Through ad hoc
written memos, and Through periodic formal written memos.

Perceived trustworthiness. From the many different existing operationalizations of trust, the
instrument developed by Mayer and Davis (1999) was chosen because it was specifically
designed to measure the three main dimensions of perceived trustworthiness (benevolence,
integrity, and competence) and it has obtained excellent psychometric properties. Though many
different dimensions of trustworthiness have been proposed in the past, these three dimensions
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parsimoniously capture the key aspects of the expectations about others’ intentions and behaviors
(Mayer, Davis, and Schoorman, 1995). All variables are estimated from the trustor’s point of
view with regard to the trustee. Twelve items measured the three key dimensions of
trustworthiness based on a 7-point Likert-type scale from “Strongly Disagree” to “Strongly
Agree”. The twelve items were aggregated to compute an overall measure of trustworthiness (o =
94). As discussed in the next section, data analysis was conducted based on the overall
assessment of trustworthiness as well as each of its three different dimensions.

The items and the reliability of the subscales were as follows. For Benevolence (o0 = .87), the
items were: My needs and desires are very important to this manager, This manager really looks
out for what is important for me, This manager is very concerned with my welfare, and This
manager will go out of the way to help me. For Integrity (o = .89), the items were: This manager
tries hard to be fair in dealings with others, This manager has a strong sense of justice, I never
have to worry about whether this manager will stick to his word, and Sound principles seem to
guide this manager’s behavior. For Competence (o0 = .83), the items were: This manager has
much knowledge about the work that he needs to do, This manager is very capable of performing
his job, I feel very confident about this manager’s skills, and This manager is known to be
successful at the things he tries to do.

Results

Descriptive statistics for the variables and their zero-order correlations are shown in Table 1.
There is wide variation across the managers in the sample for the measured variables, so that
range restriction does not constitute a problem in the analysis. Perceived trustworthiness varies
substantially across the dyadic relations within the sample. It was actually zero in some dyads
with regard to benevolence and integrity. It should also be noted the positive and significant
correlation between Communication frequency and the four trustworthiness variables. Though we
were interested in the moderating role of Communication frequency and not in its direct effect on
the perceptions of trustworthiness, we can see that more positive evaluations of trustworthiness
take place in relationships where there is more frequent communication.

The moderating effect of Communication frequency on the association between two other
variables (e.g., trustor’s tenure and trustworthiness) can be tested through one of two approaches:
moderated hierarchical regression with an interaction term or subgroup analysis. In this study we
have chosen to utilize the subgroup analysis approach for the following two reasons:

1. The hierarchical regression approach would have required the entry of eight
interaction terms in addition to the main effect variables. This would have introduced
severe multicollinearity problems among the interaction terms and thus made the
interpretation of the results quite difficult.

2. The moderator variable, communication frequency, has a distribution which is quite
different from a normal distribution. Data on this variable ranged from 0 to 15 with
an average of 2.71, suggesting that there was very little communication in many
dyads. More detailed examination indicated that the observed amount of
communication was actually 0 (i.e., “very rare”) in the case of 64 dyads. The
distribution is, thus, highly skewed to the right with decreasing number of
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observations as communication frequency increases (skewness of 1.39), which would
make the interaction analysis based on this variable very unreliable.

In order to conduct the subgroup analysis, we broke the sample into three groups based on the
frequency of communication, discarded the group in the middle, and tested the hypotheses
through regression analysis in the high and the low communication subsamples separately. To
make the two subsamples approximately comparable in size, the low communication group
included the 64 dyads with very rare communication frequency and the high communication
group included the 55 dyads with communication frequency equal to or greater than 4, thus
discarding for the analysis the 38 dyads with communication frequency from 1 to 3.

The results from the regression analyses are presented in Table 2. For each dimension of
trustworthiness and its overall composite measure, the table shows the standardized coefficients
for both the high and low subgroups as well as a test of significance of the difference between the
coefficients based on Fisher Z transformations. Bivariate subsample analysis of each independent
variable and Perceived trustworthiness showed virtually identical results (result not shown).

The results show clear support for hypothesis 1 regarding the effect of the trustor’s Attitude
towards peers on perceived trustworthiness and the moderating effect of communication
frequency. The trustor’s attitude toward his peers is significant and positive for the low
communication subgroup in the four regression analyses of trust, and the coefficients are
significantly smaller for the high communication subgroup in three of the analyses. Thus, there is
strong evidence that the trustor’s attitude toward peers as measured by the LPC scale is an
important determinant of perceived trustworthiness and that this relationship is moderated
significantly by communication frequency.

In contrast, the trustee’s Attitude towards peers is not a significant predictor for either subgroup
in any of the four analyses, as hypothesis 2 argued. This unexpected result may be due to the
focus of the trustor not so much in the trustee’s general attitude towards his peers, but on his/her
attitude with respect to the trustor specifically.

The empirical results for the effect of the trustor’s and the trustee’s own organizational context
from hypotheses 3 through 8 are quite similar and can be interpreted jointly. Hypotheses 3, 5, and
7 about the trustor’s linkage to the organizational network were contradicted for the most part.
With the exception of bonus intensity for trust in benevolence, which had the expected negative
sign, the coefficients for the trustor context variables were always insignificant for the low
communication subgroup, therefore not supporting part A of each hypothesis. Furthermore, the
change in the coefficient from the low communication to the high communication was in the
opposite direction for the trustor’s decision making autonomy, bonus intensity, and
organizational tenure. In other words, contrary to our predictions, the trustor’s linkages to the
organization become more important as antecedents of perceived trustworthiness in a high
communication dyadic context. Although the moderating effect of communication frequency is
contrary to our expectations, the effect of these variables is always in the expected direction,
positive for organizational tenure and autonomy, and negative for bonus intensity.

On the other hand, the results confirm our expectations for the trustee-related variables. The
trustee’s linkages to the organizational network also become more relevant when communication
with the trustor is high, in this case as hypotheses 4, 6, and 8 predicted. The trustee’s
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organizational context variables are indeed always insignificant when communication is low.
Also, as predicted, their coefficients significantly increase in the expected direction when
communication is high, though the results are only clear for benevolence and competence, and
not for integrity.

These results merit further discussion. The general attitude towards peers as measured by the
LPC variable captures a large portion of the extent to which managers perceive others within the
organization as trustworthy when communication with those peers is low. In this case, the
assessment of trustworthiness basically reflects the trustor’s predisposition to trust his colleagues
regardless of the specific organizational context of the trustor and the trustee. In contrast, when
communication is high, the nature of the linkages that both managers have to the organizational
network absorbs part of the explanatory power that the general attitude towards peers loses.
Thus, when there is frequent communication, the context within the organization of both
members of the dyad (rather than just that of the trustee) becomes more relevant. Why do trustor-
related contextual variables also become more significant when communication is high? It is
likely that with little communication between the two managers, the trustor may not know how
his/her own interests and context within the organization may affect a more intense relationship
with the trustee and, thus, not be able to assess the peer’s trustworthiness beyond his/her own
general attitude towards his/her peers. In other words, when communication is low, there is less
contact between trustor and trustee, and their specific positions with the organization may not
cause them frictions, generate interest confrontation, or otherwise smooth their infrequent
dealings, therefore leaving only the general attitude toward peers as the trustor’s critical
determinant of his/her assessment of his/her peers” trustworthiness. In contrast, when
communication between the two managers is frequent, their relative interests and specific
linkages to the organization are now more apparent to both managers and have a greater effect on
how each one behaves within their dyadic relationship, therefore affecting the trustee’s
trustworthiness from the perspective of the trustor.

From the eight hypotheses, there was support for five of them and, in the other three regarding
the trustor’s linkages to the organizational network, the moderating effect of communication
frequency was exactly contrary to what we expected. However, the underlying premise in all
hypotheses that more frequent communication shifts the relative weight in the level of trust from
the trustor to the trustee has not been directly tested yet and it needs additional analysis. Now we
are not interested in the individual characteristics of the trustor and the trustee, and how their
impact changes when communication increases, but in the overall weight that each party has in
the perceived level of trustworthiness. Basically, we need to estimate how much of the variance
in the level of perceived trustworthiness is attributable to the trustor and how much to the trustee
for the two subgroups, high and low communication. This can be done with a components of
variance analysis. The results for this analysis are reported in Table 3.

We first discuss how the components of variance analysis was conducted. The sample consists of
157 dyads among 50 managers within the organizational network. Each observation has one
trustor and one trustee, which are the two effects that we want to assess. To estimate the relative
weight of the trustor and the trustee we could assign one dummy variable to each trustor and
another to each trustee, and conduct the analysis as a fixed-effects ANOVA (equivalent to
classical hierarchical regression analysis). This methodology requires a very large number of
dummies and thus becomes inappropriate for this study. A more efficient method with regards to
degrees of freedom is a random-effects ANOVA (components of variance), which is considered

11



IE Working Paper DES8-103-1 15/02/2002

more suitable than fixed-effects ANOVA when the levels of each effect (the dummies for trustee
and trustor) are supposed to be randomly drawn from a larger population rather than exhausting
all of their possible values. The analysis is done first for overall trustworthiness as the dependent
variable and later for each dimension separately. Further discussion of this technique versus
classical hierarchical regression analysis can be seen in Rumelt (1991).

The empirical results from the full sample in Table 6 show that, since perceived trustworthiness
is a cognitive evaluation performed by the trustor, the personal biases and surroundings of the
trustor have a substantial effect on his/her evaluations of other managers” trustworthiness within
the organization. The results from the subsample analysis make clear that indeed only the
trustor’s own propensity to trust matters when communication is rare and the trustee’s presumed
trustworthiness (stable through all dyads where the trustee is the same manager) is virtually
irrelevant, since the trustee’s intentions and actual behavior cannot be sufficiently noticed and
interpreted by the trustor. This is fully consistent with the results from the earlier regression
analysis, where the trustor’s Attitude towards peers was the only important predictor of perceived
trustworthiness and none of the trustee variables was significant when communication was low.

In contrast, in the high communication subsample, the effect of the trustor is always smaller and
that of the trustee always greater than in the results from the low communication subgroup. In
fact, the trustee even becomes more relevant than the trustor for the evaluations of overall
trustworthiness and two of its dimensions when communication is more frequent. However, even
in the case of high communication, the trustor’s unique context within the organization still has
an important impact on how much he trusts his peers. This is also consistent with the regression
analysis above, where we found that both the trustor’s and trustee’s linkages to the organizational
network are significant when communication is high, though the trustor’s general attitude
towards peers becomes significantly less relevant. In this analysis, however, we have the
additional insight that greater communication indeed shifts a substantial part of the relative
weight in explaining the level of trust from the trustor to the trustee.

Discussion

Overall, the empirical analysis provides support for several of the expected antecedents of
perceived trustworthiness and the presence of a significant moderating effect by communication
frequency. The extent to which managers believe that their peers are trustworthy results from a
combination of the managers” attitudes toward their peers and the place within the organizational
network of the two parties in a dyad. The effect of these antecedents of trust is clearly moderated
by frequency of communication. These results lend support to an eclectic view of how trust can
be created, based on individual attitudes, organizational factors, and relational variables. Thus, it
does not seem correct to negate the effect of individuals and their individual characteristics (e.g.,
attitudes toward peers) in the perceived trustworthiness of their peers within business
relationships (Williamson, 1993), nor disregard the impact of organizational instruments such as
autonomy or incentives to build trust (Sitkin and Roth, 1993).

The individual attitudes of managers towards their peers are the critical determinant of intra-
organizational trust in a context of low communication. As communication increases, the general
predisposition towards peers loses relevance and, instead, the specific linkages of the trustor and
the trustee to the organizational network become more important as drivers of perceived
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trustworthiness. Thus, we did not find support for the expected decrease in the importance of all
the trustor-related variables as communication increases. However, the components of variance
analysis showed that indeed the trustee gains weight in the evaluations of trust in high
communication contexts, but the trustor characteristics do not lose all impact. Basically, the
trustor’s general attitude towards peers decreases in significance, but his/her specific linkages to
the organization gain part of it in exchange. When communication frequency is high, it is the
relative interests and organizational contexts of both trustor and trustee that are behind the
evaluations of trustworthiness within the organization.

These results have several contributions for organizational research on trust. First, the study
explores the perceptual and subjective nature of trust as a “psychological state” that takes place in
the mind of managers (Rousseau et al., 1998) and how the perceptions of trustworthiness arise
within the organization (Mayer et al. 1995). The paper allows us to disentangle the trustor’s own
circumstances within the organizational network from the trustee’s characteristics and their
effects on the trustor’s evaluations about the trustworthiness of his/her peers. Though perceived
trustworthiness is initially in the eye of the beholder, as communication grows the specific
interests and organizational contexts of both trustor and trustee become more relevant. Thus, we
found clear evidence for the claim of Rousseau et al. (1998) that ‘“context is critical to
understanding trust.” Second, we found clear empirical evidence of the important role of
communication in explaining perceived trustworthiness. Though the role of this variable in
creating trust had been identified by the literature (Lewicki and Bunker, 1996; Whitener at al.,
1998), its moderating effect on other variables had not yet been studied.

The results also have implications for how trust can be created within organizations. In order to
increase trust within a network of managers, it may be more effective to attempt to change
managers’ attitudes about others, particularly in a low communication context. In contrast, if
communication is high, it may be more appropriate to try and change their linkages to the
organization, so that their behavior will be observed by their colleagues for trust to grow. In other
words, when communication is low, a “push” strategy to build trust by intervening in the attitude
of managers as trustors may be more effective than an indirect “pull” strategy. In contrast, when
communication is high, the indirect "pull" strategy may be more effective.

In this study, we focused on the impact of several individual, organizational, and relational
factors on the level of intra-organizational trust. There are at least two limitations that need to be
acknowledged. First, we have studied only a limited number of variables across lateral
relationships. Many other variables may also be important antecedents of perceived
trustworthiness within organizations, particularly dyadic variables, such as power asymmetry and
degree of homophily. Future research may address how these other variables may drive the
emergence of trust between the managers of an organization, including other levels (e.g., trust at
the top management team level) and types of relationships (e.g., vertical relationships within
boss-subordinate dyads). Second, this study was conducted on a sample of dyadic relationships
within one organization. Though there is no reason to believe that the antecedents of trust in this
company are different from those within any other company, generalizations based on data from
one company need to be taken with the customary precaution.

13



14!

(-) A1sudu] snuoyq

(+) Awouoiny SurewW-UOISIAA( & | (+) SI99d plemoy
(+) 2Imua ], reuoneziuediQ) 4 | uonIsodsIipald [eUIPMINY
4 NOILVZINVOYUO SOLLSIHALOVAVHD
HHL OL SHOVIINI'T TVAAIAIANI
HALSNYL
\ 4
oL MN%MWM% 10 AKouonbaij uoredIuUNUWIWO)) 4
SSANITHLHOMLSNY.L
JHATIOT AL dIHSNOILLV'THY DIdVAd
 §
(-) A1sudiuy snuoyq
(+) Awouoiny SurewW-UOISIA(] « | (+) SI99d plemoy

4 (+) 2Imua ], reuoneziuediQ) 4 | uonIsodsIipald [eUIPMINY
NOILVZINVOYUO SOLLSIIALOVIVHD
HHL OL SHOV3IINI'T TVNAIAIANI
JOLSNYL

$199]J9 99)SN.I) pue 10)sna) uo Adudanbaiy uonedIUNWIUWOI Jo 393JJ9 unerdpouwr pAzIsayodAy 3y I, *T 3In3L|

00¢/T0/s1

0 /S ddM

Jddeq Sunjaop A1




Sl

#x79’ #x0¢
LT~ SO’ 10~ |20~ | LO- I snuog -

#x0¢ #xGC
- 80" 100 [ L0 | 80- | 60°- Awouoyny -
«0T “dsipaad
or 91" |90 | €0 er ppmmV -
S9[(eLIeA
99)SNI T,

917 | %9¢ *LC
0} - ) dInud |, -

xxVC
60° 10- | 91 snuog -
€0- | Tl | L0 Awouony -
“dsipaad
£0" | 80~ |9pmINV -
sd[qeriea
Jd0)sna g,
uoneduNuIvuo))
LO’ -
0dD -
up| adwo) | dudg | [[e1AQ | danud ], | snuog | ony | MYV | dInud [, | snuog | ony | mmy | wmwo) | DIO SI[qBLIB A
suonenjeAy ysnaj, 99)SNd |, Jd0)Sna J, w——cmaﬁ—o.:cmv
S8y TSI Aoy -
47 L1'ST doudjedwo)) -
€8t 6911 20Ud[0AdURY - ST0l  TTET snuog -
ory €0l Isnn [[BIAQ - €1y €61 Awouony -
s1o8eurw Qookﬁon_ INY [0°8 a4l 2InuJ, -
Iv'¢ [L'C uonedunuIod jo Aousnbai] - 6’81 LL09 uonisodsipaid feurpmmy -
(VIN & DdD speAp LS1) sajqeriea dipei( (S108eURW ()G) SI[qELIBA [ENPIAIPU]
‘A IS UBIJAl ‘A IS UBIIA

00¢/T0/s1

SUONB[3.110)) JIPI()-0197 pue SINSHE)S Arewruing | d[qe ],

0 /S ddM

Jddeq Sunjaop A1




91

10> sy $60">d 4 ‘SPRAP LGT = N

kL #xLC | #xxVE
%99’ #0060’ 90’ I1- | 11 148 I S0° | €T 90° Ayagayug -
#x09° #x18 | ST
#%S8’ «ST 20- | 20~ I 415 €U |yl b0’ ddudwo)) -
#x8C | #xxl€
#3588 70 Sl'- | 81 | %81 20°- S0- | SO R0'- 0Ud[0AIUIY -
#%9€ | %S¢
cl IT- | T~ | «91 80° S0° | €l 10° IS} [[BIAQ -
S9[qeLIBA JSNI ],
20" | 10- | SO- 10- | 20- [90- | 90- | 90" | SO dINUA, -
200T/20/ST 70/ S AdM Jded Suppiop HI




L1

(51593 9oUBOIJIUSIS [1B}-0UO0 dIB 9SAY) SIS} Z JOYSI] 10, "$159) [18}-0M]) [0 >d 4y

S0>d 4

*9100S UONEBIIUNWIIO) MO SNUIW 9I0S UOHBIIUNWWOD YIIH :SAI09S 77 JOYSL]

OJul SUONE[ALIOD [erled JO UONBWLIOJSURI) I9)Je PAINdWod SJUSIOYJI00 UIIMIIQ SJUIIJJIP JO 1S9,

108313 10 § SB ponjeA UonesrunuIwoo jo Aousnbaif yim dnoidqng "¢s = N,

‘(d1RI A A =) () SB Pan[eA uonedIunwwod jo Aouanbary yim dnoidqng 49 = N,

a0 87 0s (43 or 9¢ vT s APy
60 xx6S #xV9 wxl¥V 0F %S9 S xxCY d
80° 10™- 90~ | #x06"  xx0L el *1€ 8¢ 0 a4 Iy 90°- oInua[, -
*%0C'1
€0 0S™- 61 | *xPL™- - 01" | «LE- %I€1- v0- | <0V - «¥0'1- 90~ Ayisuoyuy snuog -
90- 81 €l | #x6S %98 S0~ U Ly LO ve IS 90 Awouomny -
1745 or or (14 LT 10 01~ ve 14 SO 61 §1°| ‘dsipard opmmy -
:§2]qV1D 4 22)SNA]
*S¢ 9¢ S0~ 8T 234 e x0¢ 6C v0™- x£¢ Iy 80° oInua[, -
x*SY- 9~ 90" | #%x89  xxPS- 80° 45 0€- %S¢ | 8¢~  «IS- 80 Ayisuoyuy snuog -
SI- 45 Le 1V 0¢ SI- 45 148 10° or (14 or Awouony -
*LC" ST xSV I€  %x€9"  %xICS" | %x8L™ 91" #xE8 | «tf™ #0F  xxL9" | dsIpaid opmimy -
:$2]qVLID A AOISNA]
(Awrwnp 5d0)
I ve 60’ x*CE %09’ 61 U €S’ LT 0T 9¢ 91" | UOISIAI( joNpold -
:2]qPLID L [0.43U0D)
.Ho,wtm EEOM EEOMW gomtm ESOMW_ EEOM. .Ho,wtm EEOM anw .Homﬁm EEom_u EE%Q
USTH Mo USTH MmO USIH Mo USIH Mo |  sd[qeLie ‘dapuf
SSOUIY)IOM)SNL],
A1agauy dudaduwo) IUJ[0AUDY [[BI9A0

$)X9)U0)) UONBIUNWIWO)) YSIH *SA MO UI SSAUIYIIOMISNL], PIAIIIIIJ JO SHUIPINIUY T dqeL

00¢/T0/s1

0 /S ddM

Jddeq Sunjaop A1




IE Working Paper DES-103-1 15/02/2002

Table 3. Components of variance of perceived trustworthiness

A) Full sample

Overall trustworthiness  Benevolence Competence Integrity
Trustor 33.02 % 50.81 % 39.99 % 21.85 %
Trustee 7.25 % 4.78 % 8.40 % 9.63 %
Error 59.73 % 44.41 % 51.61 % 68.52 %
NOTE:

Results shown above control for the Frequency of Communication between trustor and trustee
n =157 dyads

B) Sub-samples analysis

- Low Communication Sub-sample (n = 64 dyads)

Overall trustworthiness  Benevolence Competence Integrity
Trustor 66.55 % 84.81 % 50.47 % 47.51 %
Trustee 6.87 % 1.83 % 12.17 % 11.34 %
Error 26.58 % 13.35% 37.36 % 41.15 %

- High Communication Sub-sample (n = 55 dyads)

Overall trustworthiness  Benevolence Competence Integrity
Trustor 20.19 % 21.33 % 26.70 % 33.53 %
Trustee 38.19 % 24.89 % 38.72 % 27.10 %
Error 41.62 % 53.78 % 34.59 % 39.37 %
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