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What is trust, why is it important and how can it be measured?

This summary of some of the key issues around trust is based in part on a literature search and summary undertaken for ILM by Dr Grant Smith and is presented here as a useful resource for anyone wanting to explore trust and its importance for effective leadership and management. A separate paper (Attributing trust - why we choose to trust others) is also available from the ILM website and may be useful in exploring how the perceptions of individuals shape their judgements about leaders’ trustworthiness.
Trust and its importance
Trust (according to the Oxford English Dictionary) is the ‘firm belief in the reliability, truth, or ability of someone or something’. However, this definition doesn’t quite capture the expectation of what Hosmer
 has called ‘ethically justifiable behaviour’ – that the person is trusted to do the right thing. This reflects the distinction that Warren Bennis and Bert Nanus
 make between management (doing things right) and leadership (doing the right thing), and emphasises the role that trust plays in effective leadership.

The evidence is mounting up that trust is not just a nice to have, but is central to effective organisational performance. There has been increasing research interest in the nature and role of trust in organisations and in society in recent years, as traditional organisational and social structures have been broken down. Trust is often referred to as being an integral part of social capital, the set of relationships between individuals and groups that bind people together. Over the last two decades, organisations have been flattening their structures to remove unnecessary layers of management, developing team-working and empowering employees to take responsibility for their own performance. In doing this they have relied more and more on their social capital, moving from a rule-bound, authoritarian organisation to one based on the commitment of employees to each other and the organisation. 

Trust has been shown as being integral to this process. Researchers have found that trust in co-workers and in management were predictors of an employee’s preference for teamwork
 and for increased organisational support and commitment, and for lowered employee turnover
. Trust has also been found to be positively related to task performance and negatively related to stress
 - people work better and are more positive about their work in environments where levels of trust are high. 
A review of research into trust
 found that trust can reduce transactional costs (by obviating the need for excessive controls and regulation) and promote positive relationships, but also suggests that trust has a fragility which is easier to destroy than to create. Francis Fukuyama
 suggests that the breakdown of hierarchy and authority will not work without trust and shared ethical norms. He also argues that there is an inverse law between rules and trust – the more rules the less trust; workers only respond where there is some sense of reciprocal obligation, and that social capital reduces transactional costs.

Creating high trust organisations is the challenge faced by all leaders. Trust doesn’t just happen, it requires an inter-related set of policies, such as promoting a relationship orientated culture, creating opportunities to meet informally and a day-to-day management of competencies 
.  On the other hand, inconsistent messages, inconsistent standards, misplaced benevolence, a failure to trust others, elephants in the parlour (some dramatic action that no one will discuss), rumours in a vacuum and consistent corporate underperformance all serve to reduce trust
.

A critical characteristic of modern organisations is the speed at which organisations have had to be able to change to respond to social, market and technological changes. The credit crunch has further exacerbated these pressures to change, and made it imperative for organisational leaders to ensure that they have created organisations in which speedy and effective change is possible. 
It is generally recognised that effective leadership is critical in enabling effective change, but there is increasing evidence that trust plays a pivotal role as well. One study
, of 33 R&D project teams, examined the relationship between a set of leadership practices (transformational, transactional and consultative) and team members’ trust in their leaders concluded that trust in the leader was strongly associated with team effectiveness. 
Mirta Martin
 suggests that the leader must create follower attitudes that allow them to trust their leader - leadership and trust have a unique relationship and without one the other means nothing. Neves and Caetano looked at the specific role of supervisors in implementing organisational change and concluded that the more the supervisor was trusted the better the employee committed to change
. Another study
 also found that trust in supervisors had an important role in promoting organizational commitment.
The need for trust in leaders has never been greater, and it is in this context that ILM and Management Today collaborated to establish the Index of Leadership Trust. It enables organisational leaders to recognize the characteristics of their behaviour which shape levels of trust in their organisations and compare these trust levels to national and sectoral benchmarks.

Measuring trust
It is easy to ask people ‘Do you trust your manager?’ but this is not a very reliable indicator or trust. Partly this is due to the effect of personality on trust – the five factor
 model of personality includes a dimension called ‘Agreeableness’ – one facet of which is the tendency to trust. Some people are far more likely to trust than others. Added to which, the question on its own allows people to choose their own criteria.
For these reasons, ILM decided to review the published research
 on the nature of a trust and to use this to develop a coherent and robust set of dimensions which could be used to measure respondents’ trust in their CEO and their Line Manager.

· By far the most commonly identified dimension is integrity
 - adherence to a set of principles acceptable to the other party, encompassing honesty and fair treatment and the avoidance of hypocrisy. 

· The ability, competence or capabilities to carry out her/his obligations (in terms of skills and knowledge) was also widely identified, although this also included an understanding of the respondents’ role as well as their own.

· Consistency predictability (or reliability) and promise fulfilment was also commonly identified, as was availability, accessibility or receptivity to others’ ideas.
· Benevolence, benign motives and a personal degree of kindness toward the other party, and a genuine concern for their welfare as well as fairness in the way that people are treated, seem to be important
From this set of possible dimensions we isolated six distinguishable and non-overlapping dimensions which could be used to assess trust in CEOs and Line Managers:
1. The ability to perform their role
2. Their understanding of the jobs of the people they lead and manage
3. The fairness with which they treat people
4. Their openness to others' ideas and opinions
5. The integrity with which they behave
6. Their consistency in their behaviour. 

These six dimensions are well supported by the research literature; they also fit well with ILM’s model of effective leadership and management – Knowing, Doing, Being. Knowing (ability and understanding) is all about the knowledge required to be an effective leader and manager. Knowledge about the principles and practices associated with the role, knowledge about the people you lead and the organisation you all work in. 

Doing is about performance and the behaviours needed by effective leaders and managers; it involves treating people fairly and being open to their ideas and opinions. Being is about the way someone lives their life and the extent to which their behaviour fits their espoused values, including their integrity and their consistency. 
That there is a clear overlap between ILM’s perspective on best practice in leadership and management, and the dimensions of trust shouldn’t be a surprise, if trust is such a critical factor on organisational success.
In creating the Index of Leadership Trust we asked respondents to rate their CEO and their Line Manager on each of these dimensions (on a scale from 0 to 10); we also asked them to weight the six dimensions to reflect their relative importance. An overall weight of 60 could be divided in any proportion between each of the six dimensions. The final score is therefore a combination of both the scale response and the allocated weights:
ILT = ((d1xw1)+ (d2xw2)+ (d3xw3)+ (d4xw4)+ (d5xw5)+ (d6xw6))/3.6
Where dn = the score on each dimension, and wn is its respective weight. The divisor (3.6) reduces the maximum overall score (360) to 100, to create an index from 0 to 100. 

The report includes an analysis of the results and indicates how trust, as measured by the Index of Leadership Trust, varies. Trust was found to be inversely related to the size of the employing organisation and the length of employment of the respondent, and directly related to the length of service of the manager being reported on.
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