Paradoxes of trust
|mportance of trust
What istrust?

ln whom?

ln what?

On the basis of what?

How to begin and end arelation




Both basis and outcome of relations
Based on information and lack of it

Rational and emotional
Expectation but not probability
Beyond self-interest but has limits
Needed but can yield inertia
Conflict may break or deepen trust




Extrinsic value:
Alternative to contract and hierarchy
which are:

limited, especially in innovation
expensive for smaller firms
Intrinsic value:
More attractive




Dependence
ack of control

l

Risk

Expectation that nevertheless
‘things will be all right’




Persons
Organizations
Networks

| nstitutions

Related by positions and roles




Country X Country Y

takeover 1i
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Competence:
ability (and means) to comply

|ntentions:
benevolence (limited opportunism)
dedication (care, attention, no free ride)

Admit errors! (e.g. ENRON)




environment
(Institutions)

relation

Control
opportunity
|ncentive

laws, regulations
reputation

hierarchy
dependence

Altruism

norms, values

routines
empathy
Identification




Reputation
Mutual need/dependence
Professional ethic

Empathy, identification

N.B. beware of:
clan/family loyalties
network effects




Trustworthiness limited due to:
temptation (golden opportunity)
pressures of survival

Too much trust may yield:
rigiditity
uniformity




Trust Is four-place predicate:
1. Trustor trusts

2. trustee (individual, organization)

3. In some respect (competence,
Intentions)

4. under some circumstances




Both complements and substitutes

More/less trust requires |less'more control
But:
Both incomplete, hence both needed
Contractual detail for competence
Trust may be needed before a contract




Prior to relation:
characteristics, experience, reputation,
go-betweens

During relation:

Inference, empathy, identification,
routinization

‘Volce or exit’




Control:
enforcement (danger of vicious circle)

Incentives, mutual dependence
Small steps (slow)
Go-between




Mental frames:
guard interests

act appropriately
Decision heuristics:

availability

anchoring and adjustment
Gain or loss frame
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Aggression: / \ Collaboration:

drop the bomb joint preparation
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