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O impacto da incerteza institucional nas relagées
de confianca

Neste artigo, tem-se como objetivo analisar oimpacto daincerteza
institucional sobre as relagbes de confianca dentro das orga-
nizagdes. Especificamente, busca-se compreender as possiveisdi-
ferengas nos niveis de confianga entre dois paradigmas. a Velha
EconomiaeaNovaEconomia. Inovacdesinstitucionais singulares
gue melhor caracterizam aNova Economia, naformadeincerteza
einstabilidade ambiental, limitam o desenvolvimento daconfianca.
Para avaliar o impacto da incerteza em confiancga, analisaram-se
os resultados de extenso banco de dados apresentado por Zanini
(2007). Abordando confianga como uma variavel dependente em
uma perspectiva comparada entre indUstrias, foi conduzida uma
pesquisacom o uso de questionarios no periodo de julho aoutubro
de 2004 no Brasil, identificando os niveis de confianca dentro de
sete empresas privadas. As empresas foram classificadas em trés
diferentes grupos: Velha Economia, Nova Economia e categoria
alternativa. Duas dimensdes singulares de confianga foram consi-
deradas: confianganagestéo e confiancainterpessoal. Enquanto a
primeira se refere aos antecedentes da confianca, a Ultimadiz res-
peito a especificos relacionamentos de confianca entre pessoas.
Osresultados do estudo apresentam evidenciasde que ataincerteza
e instabilidade institucional, relacionada a arcaboucos institucio-
nais especificos referentes aindustrias, podem limitar o desenvol-
vimento da confianca na gestéo e da confianca interpessoal.

Palavras-chave: incertezainstitucional, confiancanagest&o, confianca

interpessoal.

1. INTRODUCTION

Thisarticleanalyzestheimpact of environmental uncertainty on trust rela-
tionships within business organizations. Environmental uncertainty may af-
fect trust relationships significantly. When faced with an uncertain future,
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individuals change their expectations and behave differently
in the present. Long-term expectations cease to be the most
rational strategy for them. Mainly due to the present financial
and economic crisis, which has raised environmental uncer-
tainty significantly, this article provides relevant information
for a better understanding of its consequences on trust rela-
tionships within firms.

In general, a business facing a high degree of uncertainty
requires more flexibility and decentralization in order to
achieve faster market responses. Internally, it demands ongo-
ing reorganizations, such as constant changes in production
processes and in the allocation of resources (informational,
physical or human). When one considers, in particul ar, the new
competitive market economies, exogenousuncer taintiescre-
ate aneed for the reallocation of scarce resourcesin the short-
term. The lack of accurate information or very frequent new
information within the firm dictates internal changes that af -
fect organizational behavior.

Accordingly, Milliken (1987, p.136) defined uncertainty as:
 “an individual’s perceived inability to predict something

accurately because of lack of information or an inability to
discriminate between relevant and irrelevant data”.

This suggests achangeintheway peopleinteract and their
expectations about and contributi onsto processes. People may
be reallocated or even replaced for the organization to cope
with the new external demands. Moreover, as soon as those
changes occur more often, the internal environment becomes
more unstable (FURUBOTN and RICHTER, 2001, p.23-24).
Instability refersto the frequency of changes within the envi-
ronment.

Mayo (1945, p.56) argues that the instability of employ-
ment, which upsets the long but necessary socialization pe-
riod, is the chief enemy of the development of social norms.
This means that constant changes in routines, customs, tradi-
tions, and conventions are informal constraints that shape
peoples’ livesand informally direct social systems. Instability
may vary according to different institutional frameworks, af-
fecting the potential development of trust differently. Hémann
et al. (2002, p.6) note possible differencesin thelevelsof trust
among different institutional arrangements concerning the de-
gree of instability:

* “the way trust evolves depends on the stability of the envi-
ronment. In this context, we might expect differences be-
tween established market economies and transition econo-
mies’.

Zucker (1986, p.54) also argues that business instability
disrupts that trust already established within the social sys-
tem. On the other hand, stability reduces exploitive and short-
term maximizing behaviors, besides providing a trustworthy
environment, thus reducing the risk of harm and damage.
Yamagishi (2003, p.360) commentsthat:

* “the stable nature of social and organizational relations re-
duces socia uncertainty and provides security within such
relationships’.

Under environmental uncertainty, one expects levels of
trust within organizations to change because the state of our
interactions can change; otherwise, interactions might soon
appear to come to an end. Therefore, environmental uncer-
tainty restricts the development of trust within firms because
of the growth of behavioral uncertainty. Paradoxically, as
Coleman (1990, p.91) noted, when exogenous uncertainty is
high and itsvalueisnot precisely calcul ated, enforceable con-
tracts cannot be used easily, making other social arrangements
necessary. Therefore, the higher the environmental uncertainty,
the greater the need to incorporate risk into decisions, and the
greater the need for trust. As Sako and Helper (1998, p.394)
note:

* “the greater the degree of environmental uncertainty, the
greater the benefit from being ableto trust atrading partner,
because trust facilitates decision making in unanticipated
circumstances’.

Thearticleisstructured asfollows: in Section 2, we define
managerial trust and interpersonal trust dimensions. In Sec-
tion 3, we provide a definition and observe the sources of en-
vironmental uncertainty. In Section 4, by taking the informa-
tion from Zanini (2007), we empirically analyze the conse-
guences of environmental uncertainty on managerial trust and
interpersonal trust. Finally, Section 5 presents the article’s
conclusions.

2. MANAGERIAL AND INTERPERSONAL TRUST
WITHIN ORGANIZATIONS

Trust has been approached from alarge number of empiri-
cal and conceptual perspectives. A review by Rousseau et al.
(1998) of across-disciplinary array of trust research and theory
identified convergence around thefollowing definition of trust,
proposed by Mayer, Davis and Schoorman (1995, p.712):

* “thewillingness of a party to be vulnerable to the actions of
another party based on the expectation that the other will
perform aparticular action important to the trustor, irrespec-
tive of the ability to monitor or control that other party”.

Theimplicit role of trust in the coordination and control of
many organizational tasks has been seen, for example, to fa-
cilitate the knowledge transfer process (ROBERTS, 2000;
ROLLAND and CHAUVEL, 2000), toimprove organi zational
efficiency and productivity (BRADACH and ECCLES, 1989;
RING and VAN DE VEN, 1992; LANE and BACHMANN,
1998; SAKO 1998), to be associated with the effectiveness
and quality of organizational communication (MUCHINSKY,
1977; EARLEY, 1986), to be linked to employee citizenship
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and cooperative behaviors (AXELROD, 1984; McALLISTER,
1995), and to reduce transaction costs (CHILES and
McMACKIN, 1996; BUTTER and MOSCH, 2003). More-
over, Mayer, Davis and Schoorman (1995) link trust to lead-
ership effectiveness, teamwork and labor relations.

In thisstudy, we acknowledgetwo different trust constructs:
managerial trust and inter personal trust. The former refers
to the antecedents of trust, whereasthe latter concerns a spe-
cific person-to-per son trust relationship.

Managerial trust concerns “trustworthy managerial be-
havior” (WHITENER et al., 1998, p.514), i.e., the sorts of
behavior that managers may resort to in order to build trust. It
refers to employees’ perceptions of manageria trust behav-
iors and appears to be the antecedent of trust.

Interpersonal trust refers to an individual’s willingness
to engage in a trust relationship with a specific individual or
group. Accordingly, Hardin (2002) argues that trust is essen-
tially athree-part relation defined not only by the characteris-
ticsof thetrustor (A) and thetrustee (B), but also by a specific
transactional domain or context (X) in which their relation is
embedded. According to Hardin (2002), trust is an “encapsu-
lated interest” and the trustor’s expectations of the trustee’s
behavior depend on the assessment of some of the trustee’s
motivations. Ripperger (1998, p.93) provides further insights,
arguing that two independent conditions have to be satisfied
in order to achieve cooperative actions based on interpersonal
trust: the coexistence of an expectation of trust and a trust
action.

Regarding managerid trust measures, Whitener et al. (1998)
identified the characteristics of managerial trust as behavioral
consistency, behavioral integrity, sharing and delegation of
control, communication and demonstration of concern.
Behavioral consistency is the perception that the behavior of
atrustee (manager) is predictable and reliable. Behavioral in-
tegrity, according to Dasgupta (1988), is the belief that man-
agement tells the truth and keeps its promises to employees.
Several studies|end support to the notion that employee trust
in management is influenced by management’s behavioral in-
tegrity and consistency (BUTLER JR., 1991; RING and VEN
DEVEN, 1992; MAYER, DAVISand SCHOORMAN, 1995).
Employees often see sharing and delegation of control as an
expression of management”s confidence, trust and respect in
and for them (ROSEN and JERDEE, 1977). Tyler and Lind
(1992) found that employees value being involved with and a
part of organizational decision-making, because thisindicates
that the organization values their contributions. According to
Driscoll (1978), employees trust in management is greater
when they are content with the degree of their involvement
with and participation in organizational decision-making and
in the determination of their work roles. Studies in organiza-
tional communi cation haveidentified accuracy of information,
explanation for decisions and openness as the three key at-
tributes of employee trust in management. O’ Reilly and Rob-

erts(1974), O’ Reilly (1977) found astrong associ ation between
employees' perception of managers' or supervisors' trustwor-
thiness and the accuracy of the information that is passed on
from managers or supervisors to employees. Moreover, an
open and freeflow of information improves employees’ trust
(BUTLERJR., 1991). Other studies on building employeetrust
emphasize showing concern for employees needs and inter-
ests, respecting their rights and apologizing to them for un-
pleasant consequences (GREENBERG, 1993; KONOVSKY
and PUGH, 1994; LIND, 1997).

Regarding interpersonal trust measures, Gillespie (2003)

developed the Behavioral Trust Inventory (BTI). This was
specifically designed to assess willingness to being vulner-
ablein interpersonal work relationships. Willingness to being
vulnerable comprised two different factors, characterized by
Reliance and Disclosure. The tool was designed to assess in-
terpersonal trust in work relationships between leaders and
their followers, and among peers. It has also been used to as-
sess the trust of leaders and other team members in the work
team.

3. ENVIRONMENTAL UNCERTAINTY IN THE

NEW ECONOMY

Observing economic activities by means of across-indus-

trial analysis, an industry-specific institutional framework
provides a set of common characteristics (as constraints) for
manageria decisions based on common variables related to
specific market dynamics. This set of industry-specific insti-
tutional constraints can be based on a combination of insti-
tutional variables, such as specific political and legal con-
straints for a given industry, the state of technology, market
dynamics and cultural parameters embedded in the industry.
Thus, the level of competition, the set of legal rules and gov-
ernmental policies, the barriers to market entry, the availabil-
ity of substitutes, the market price of products/ services, the
nature of the production systems, the transaction atmosphere
and the required degree of human resources specialization
arecritical variablesthat ultimately influence the devel opment
of trust, by increasing uncertainty. For example, Anderson and
Gatignon (2005, p.420) observethat technological innovations
spread differently among industries, depending on certain fac-
tors, such as overall competitiveness, reputation, market
strength, demand uncertainty and professionalization. Conse-
quently, firms from the same industry tend to share a set of
common opportunities and risks in determining their strate-
gies.

High levels of uncertainty and instability can better char-

acterize the business environment in which firmsin the infor-
mation and communication technology industry (ICT) oper-
ate. This environment falls under the paradigm of the New
Economy. It has substantially changed the market dynamics
toward a more competitive model worldwide, mainly due to
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theliberalization and privatization processes; it has established
new flexible network-based forms of production asaresponse
toingtitutional uncertainties, such asalliances, subcontracting
networks, joint ventures and clusters of interconnected firms;
and it has affected the work environment, by shifting tradi-
tional labor agreements from arelational contract model to
amore transactional model (BURTON-JONES 1999, p.53).
The New Economy (NE) can be defined asaset of institu-
tional innovations, as a new macroeconomic configuration
in which the advancement of information and communication
technol ogies comprisesits means and its driver. What charac-
terizes the NE is the impact of major political, economic and
technological institutional changes throughout the economy.
This impact, however, affects different industries to different
extents. Argandona (2003) discusses how the NE has affected,
to varying degrees, the economy as a whole and the different
industries. According to the author, the group of firmsstrongly
characterized by the NE effects accountsfor the production of
goods and services based on information and communication
technologies. He highlights:
 “Strictly speaking, the new economy expresses the impact
of the technological revolution developed around informa-
tion and communications, first in theindustry that produces
ICT (information and communication technol ogy) goodsand
services; second, in the industries that use these goods as
production capital; and third, in the other industries and in
the economy asawhole” (ARGANDONA, 2003, p.4).

ThelCT industry comprisesavariety of technological seg-
ments. However, becausethe spread of |CT acrossthe economy
in past years has centered on the new telecom operators and
suppliers, thefirmsin thefirst group areto be found mainly in
the telecom industry (FRANSMAN 2002, p.45-49). They fo-
cus on information production, storage, and distribution and
their end-activity isto offer technological solutionsin the com-
puter and telecom sectors specifically. Thesefirmshave unique

 Uncertainties due to legal and political institutional change
— removal of the barriers to the mobility of capital, goods
and services; market liberalization and deregulation (pri-
vatizations); and state of the process of regulating com-
petition between firms after the privatization process. Of-
ten, because of the regulation process, such firms operate
under market rules that are undefined or undergoing defini-
tion.

 Uncertainties surrounding constant technological changes,
the ongoing technol ogy innovation process, and the possible
pathwaysand diversification of technology. Here, one should
also takeinto account those uncertaintiesthat concern knowl-
edge—intensive technological production.

4. EMPIRICAL SURVEY ON TRUST

To evaluate the consequences of uncertainty on trust, we
analyze the results of alarge database from Zanini (2007), the
result of alarge-scaleempirical survey of seven Brazilianfirms.
A guestionnaire-based survey on trust as adependent variable
in a cross-industrial comparison was conducted from July to
October 2004 in Brazil, to determine the levels of manage-
rial trust andinter personal trust. According to Zanini (2007,
p.260), 2,140 questionnaires were distributed in the seven
participating firmsand 1,643 questionnaireswerefilled in and
collected. Thus, the total rate of response was 76.78%. Data
cleansing, however, reduced the sampleto 1,621 questionnaires
considered valid.

Thestudy classified firmsinto three groups: Old Economy
(OE) firms, New Economy (NE) firms, and an Alternative cat-
egory (ZANINI, 2007, p.173). Below, we present the classifi-
cation criteria (table 1). Firms' rates of response were consid-
ered statistically satisfactory for the purposes of the study and
sufficient observations were obtained to establish two main
sub-samples for comparison purposes: the NE sample with
788 observations and the OE sample with 645 observations.

features as aresult of the influence of a set

of institutional innovations. The conse- Market Political and Legal
quences of theingtitutional innovations that « High competition New Economy « Privatization

best describethe New Economy are the con- « Demand uncertainty Institutional « (De)Regulation
figuration of a new business environment +Lower entry barriers Uncertainties + Ongoing definition of
under high levels of environmental uncer- *Newly established rules

tainty, which dictates that firms engage in

continuous adaptation to many exogenous

changes. We identify three major sources of

inter-related environmental uncertainties

(figure on the right).

 Uncertainties about market conditions —
characterized by deregulated entry barri-

"entrants”

Technology

* Fast change

* Highly perishable
* Cheap-to-buy

* Easy-to-copy

ers, high competition, uncertain and ir-
regular requirements, and the need to man-
ageincreasingly complex technologiesin
a short time span.

Sources of Institutional Uncertainties in the New

Informational Economy

Source: Zanini (2007, p.141).
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The remaining 188 questionnaires formed the Alternative
sample.

Table 1

Classification of the Organizations in the Study

Industry Company Name in the Study

New Economy (NE)
Telecommunications Telecom 1
Telecommunications Telecom 2
Telecommunications Telecom 3
Old Economy (OE)
Mining Mining
Steelworks Steelworks
Petrochemical Petrochemical
Alternative (A)
Media Media

4.1. Criteria for classification of the organizations
in the study

The criteria proposed for selecting firms in the Zanini
(2007) study had four relevant features, defined in accordance
with the literature review and empirical observation of the
degree to which those organizations were affected by the is-
sues covered by thisresearch. The first criterion refers solely
to the industrial segment. The other criteria are aligned with
certain industry-specific characteristics. The said study clas-
sified firms by observing the impact of technological innova-
tions on the industry through its effects on estimated demand
(expectation of permanence of future demand for the prod-
ucts), the relevance of technological innovation and strength
of competition, and the relevance of the diversification of pro-
duction systems and products for the company’s survival in
the market. It was possible to identify these relevant aspects
more precisely from the data collected from the firms used to
validate the company clusters. Thus, the Zanini (2007) classi-
fication, which formed the basisfor classifying the firms stud-
ied in the present survey, was.

e theindustrial segment;

« the nature of the production process;

* the dependence on technological innovation; and
* the market volatility.

Details of these four elements follow.

* Industrial segment
The NE firms were classified primarily as producers, pro-
viders or network operators of |CT services— namely, ICT
industry enterprises. Asobserved, NE firmshave held ahis-
torical role in the evolution of ICT. However, the NE and
the OE (the traditional manufacturing industrial economy)

arenot mutually exclusive. Thus, the NE affectsthe economy
to different degrees. As for OE firms, they only use ICT
services as means of production, but not as an end per se.

Nature of the production process

The study looks at the production process according to the
impact of estimated future demand on the stability of orga-
nizational design, of the division of functions, and of the
definition of the personnel’sfunctions. Thisfeature concerns
theintensity of externa changes and the need for reorgani-
zation, as well as flexible organizational structures and la-
bor. In industries that we define as belonging to the OE,
such as steelworks, mining and synthetic rubber, the expec-
tation that their product will continue being consumed in 20
years time is very high. The transformation of production
systems and methods is relatively slow and, though these
industries may resort strongly to new technologies, these
are merely a means of production, not an end. These firms
do not sell technology. The relatively slow changesin esti-
mated demand in OE sectors allow for a continuous and
incremental improvement process, while the work force is
educated in parallel, to keep up with the innovations. Tech-
nological development is incremental and occurs mainly
within the firms' research and development (R&D) labs.
Productive processes are relatively stable and needs, pre-
dictable, which enables long-term planning.

On the other hand, in enterprises that we define as belong-
ing to the New Economy, such asICT firms, itisimpossible
to estimate for how long a product will remain in the mar-
ket. Sudden technological breakthroughs may make an en-
tirelineof productsobsolete, killing demand for them. There-
fore, production processes tend to change fast and the need
for high flexibility stands in the way of developing stable
organizational structures. Professional roles and functions
are not clearly definable and the personnel are expected to
construct their role while they employ their knowledge in
the devel opment of new products, servicesor processes. The
importance of innovation and knowledge isfundamental for
survival and competitiveness; here, technology devel opment
isnot ameansto an end, but theend initself. In this case, it
may be necessary to replace workers when new technology
isacquired. Knowledge becomes atype of asset. In the case
of specific investments in personnel training (due, for in-
stance, to switching from analogical to digital technology
or, recently, to replacing traditional phone systems by IP
systems), the cost of retraining staff and thetimeit takes can
constitute an incentive for the firm to simply replace per-
sonnel. Labor contractstend to be more transactional, vary-
ing with each project or with the current technology. In the
case of the OE, thisrelationisreversed. Since technological
development occurs incrementally, the personnel tend to
become the best experts in the technology used by the firm
(thisisthe case of chemical and petrochemical enterprises,
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for instance). Thus, it is highly dependent on its ability to
retain its personnel in order to run properly. This enables
the existence of certain Human Resources (HR) policies,
such as career plans and long-term labor agreements.

Dependence on technological innovation
This feature concerns the need for strong ongoing innova-
tion processes, the application of knowledge being the key
production factor in NE firms. In OE firms, although know!-
edge may be often applied in their production processes,
susceptibility to sudden loss of competitiveness as a result
of technological innovation is lower than in the NE. There-
fore, firms were evaluated according to their dependence
on such powerful, ongoing technological innovation pro-
cesses. Because of strong competition and fast technologi-
cal obsolescence, the prevalent work dynamics within the
NE, where the survival of organizations depends on techno-
logical innovation, centers on the development or enhance-
ment of information technologies. Castells (1996, p.17) de-
scribes the work dynamics that characterize and distinguish
an information-based economy (informationalism, as op-
posed to industrialism) as:

- “the action of knowledge upon knowledgeitself asthemain
source of productivity. Information processing focuses on
improving information processing technology as a source
of productivity, in avirtuous circle of interaction between
technology knowledge sources and technology applica-
tions, to improve knowledge generation and information
processing”.

Such dynamicsare stronger in ICT industriesin which tech-
nology is the product and not merely the means to produce
something else.
On the other hand, what characterizes OE firmsisthe rela-
tively major role of the other productive factors of industri-
alism. Therefore, OE firmsaretypically capital-intensive or
labor-intensive. Their production processes tend to require
alot of capital or large numbers of workers to produce par-
ticular goods. OE firmsaretypically based onindustrial plant
and assembly lines and their activities are heavily related to
economies of scale or mass production systems. Classical
examples of capital-intensive industries are ail refining, the
automoative industry, steelworks and the metal-mechanical
industry. Classical examplesof labor-intensiveindustriesare
thetextileindustry, agriculture and restaurants. In these cases,
dependence on technological innovation is lower. Technol-
ogy advances by means of incremental developments that
take the form of pathways along existing technological di-
rections. In many cases, these firms have technological de-
velopments concentrated in R& D as supporting units, or they
outsource the acquisition of new technologies to external
research centers, according to their productive processes and
market needs, al of which yields relatively slow break-
throughs.

e Market volatility

Thisinvolves market uncertainties due to the threat of tech-
nological substitution, in combination with a highly com-
petitive model. In thiscase, uncertainty about future demand
and competition is highly dependent on technol ogical obso-
lescence. The market position of such firmsisdriven mainly
by the possibilities of radical changes in the equilibrium
among players, asaresult of their capacity to innovate or to
stimulate new demand by creating or enhancing new tech-
nologies. Thus, market volatility is very dependent on tech-
nological volatility. The effects of market volatility are il-
lustrated by the fast change of rel ative prices encouraged by
strong competition and technological obsolescence. In the
NE, products have shorter life cycles and are subject to con-
stant substitution or significant improvements. Besides the
threat of technological substitution, the competitive indus-
trial model stimulates market volatility. For example, com-
petitive models based on newly established firms (entrants)
and privatized or reorganized firms (incumbents) have fos-
tered strong competition, as in the case of the new telecom
industry. Therefore, NE firms struggling in a highly com-
petitive market and looking for competitive advantages
through technological innovation are subject to constant re-
organization. OE firms, on the contrary, enjoy relatively
lower market volatility due to the combination of relatively
slower technological change and stable demand, which al-
lowsrelatively slower product change or improvements and
less need for reorganizations and internal adaptationsin re-
sponse to environmental changes.

Therefore, according to the aforementioned features and
based on the empirical observation of the reality of those
organizations, the seven studied firms were classified into
three different groups: representative NE enterprises were
consisted of three telecom firms (Telecom 1, Telecom 2
and Telecom 3); representative OE firmsconsisted of Steel-
works, Mining and Petrochemical concerns. Regarding sev-
eral aspects, the comparison of groups proposed by Zanini
(2007) was confirmed through the significant differences
between thefirms' profiles.

4.1.1. A media firm as an alternative enterprise

Mediafirms have adifferent set of organizational features
and profile and do not fit OE or NE defining criteria. There-
fore, they were classified as Alternative (ZANINI, 2007,
p.228), following an assessment of the relevant aspects of this
type of enterprise, which showed amixed set of featuresfrom
the two other groups. The media industry was considered a
perfect hybrid. The critical production factor, here, is not
knowledge application to foster technological innovation, as
in the case of NE firms, but, rather, specific personnel (Hu-
man Capital). Concerning the first feature, a Media company
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is not a producer, provider or network operator, but a high
consumer of ICT services.

Although it could not be classified as part of the NE, the
mediafirm studied is not atypically OE enterprise from atra-
ditional industry because it has different means of production
and products, combining strong use of new mass|CT, such as
the Internet and TV broadcasting, with old mass technologies,
such as newspapers and radio transmissions. A media firm is
highly sensitiveto technological breakthroughs (atypical fea-
ture of the NE). The frequency of technological change, the
intensity of technological innovation, and the frequency of
production system changes that characterize NE firms are of
considerableimportance for the survival of mediaenterprises,
more so than for OE organizations.

Thus, the threat of technological substitution existsfor the
media firm in that it is a competitive advantage prerequisite.
Thisis so because the means of production (information chan-
nel) is built into the product. Therefore, the threat of techno-
logical substitution does not lie in the technology itself as a
product, but in the greater impact and relevance that its com-
mercial use has as a means of information for the company.
We see that although ICT is not the mediafirm’s end product,
theintroduction of new ICT technology, in some cases, can be
asthreateningtoit asitisto NE firms. Itsassimilation and use
by the mediafirm is a prerequisite for competing in the mar-
ket, more so than for any of the OE firms.

Another dissimilar factor (highlighted in the data collected
from the mediacompany) concerns product and service diver-
sification. It isimpossibleto define the preci se number of prod-
uctsand services provided by all the mediaand their frequency
of change, asthe firmis unable to quantify the many frequent
changes. Thisfeature may ultimately define akey character-
istic of the Alternative group of firms. Their product, i.e.,
information, can count on a reasonably stable and perhaps
continuously growing demand, which is a feature of the OE,
but the meanswhereby thisisachieved can change asthetech-
nological paradigm evolves, which is a feature of the New
Economy. In other words, the alternative channel s of distribu-
tion are heavily dependent on ICT services. The existence of
relative demand uncertainty refersto the adoption of new com-
munication channels based on ICT services as alternative me-
diachannels; for instance, new communication channels, such
asInteractive TV, Digital TV and Internet were not exploited,
whether partially or fully, by the company as media aterna-
tives and there was some uncertainty in connection with in-
vesting in the use of these channels as potential alternatives.
Thisuncertainty is of the same nature asfaced by ICT in esti-
mating future demand and investing in the commercial devel-
opment and maintenance of new technologies.

Therefore, according to theinterviewswith company man-
agers, uncertainty is also linked to a degree of dependence on
technological innovations that might generate future demand
for alternative means of information, strongly tied to the New

Economy. Those uncertainties are also related with another
critical competitivefactor, i.e., the scalegainsthat result from
geographic coverage. Given limited geographic scope for its
commercial activities, alternative mediato distributeinforma-
tionisacritical factor for the survival of a company that has
the potential to create new products and future demand as an
aternative source of profitability. Finally, its classification in
the Alternative group, remarkably, was confirmed by the ex-
pert ranking in the validation of the grouping of the firms
(ZANINI, 2007).

4.2. The survey questionnaire

Zanini (2007) chose two validated questionnaires from
previous studiesto devel op hisquestionnaire, named the“ Trust
Inventory Project (TIP) — Brazil”. The use of pre-tested ques-
tionnaires had the advantage of overcoming the complex and
lengthy pre-testing and validation process. The origina ques-
tionnaire was first developed in English and later translated
into Portuguese, as the survey occurred in Brazil.

The full questionnaire used had two parts. The first, Part
A, assessed interpersonal trust within firms through three
different dimensions: trust in the supervisor, in a peer and in
thework team. The second, Part B, assessed managerial trust
behavior using a scale of five items: consistency, integrity,
concern for employees welfare, sharing and delegation of
control, and communication. In the following sections, we
explain the two parts of the TIP questionnaire.

4.2.1. Part A — Assessing dimensions of interpersonal trust

Thiswasdesigned by Nicole Gillespiefrom the Melbourne
Business School, University of Melbourne, Australia
(GILLESPIE, 2003). Itiscalled “Behavioral Trust Inventory”
(BTI) and was originally presented in 2003, at the Academy
of Management Conference, Seattle, USA. According to Ms.
NicoleGillespie, uptoApril 2005, this questionnaire had been
used to measure interpersonal trust in eight different coun-
tries.

It was specifically designed to evaluate the willingness to
be vulnerable in interpersonal work relationships. The tool
aimed at ng interpersonal trust in the work rel ationships
between leaders and their followers, and between peers. It has
also been used to assess the extent to which leaders and mem-
berstrust their work team. There are 30 questionsthat usea 7-
item Likert scale divided into 3 versions of 10 questions each,
representing 3 different dimensions of trust: trust in theimme-
diate superior, in ateam member, and in the work team. The
BTI formed the first part of our questionnaire with 30 ques-
tionsin total: 10 assessing interpersonal trust between the re-
spondent and his superior, 10 assessing interpersonal trust
between the respondent and one chosen peer, and 10 assess-
ing interpersonal trust between the respondent and his’her work
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team. Moreover, the trust scales for each dimension are di-
vided equally into 2 parts. The first 5 of the 10 questions of
the trust scales were designed to measure trust within a spe-
cific situation related to dependence on work related tasks.
Thelast 5 of the 10 questions of thetrust scaleswere designed
to measure trust in a specific situation related to disclosure of
personal and sensitive information to others. As Gillespie
(2003) observes, whereas the first 5 questions are based on
professional forms of trust, on a more calculating basis, re-
lated to professional relationships, thelast 5 questionsare based
on personal forms of trust. The latter have a clearly stronger
emotional and relational basis than the first 5 questions.

4.2.2. Part B — Managerial trust

This comprises 15 questions from the 5-item Likert scale
measuring managerial trust and was designed and validated
by Isaiah O. Ugboro from North CarolinaA& T State Univer-
sity, North Carolina, USA. It was originally published in the
Journal of Behavioral and Applied Management (UGBORO,
2003).

In Ugboro’swork, managerial trust was assessed using five
scales proposed by Whitener et al. (1998), which measured
behavioral consistency, behavioral integrity, sharing and del-
egation of control, communication, and demonstration of con-
cern. All of this was measured using a 3-item scale, each de-
rived from earlier works on trustworthy managerial behavior
(BUTLER JR., 1991; ROBINSON and ROUSSEAU, 1994;
GREEN and UHL-BIEN, 1995; WHITENER et al., 1998).
Behavior consistency scales dealt with employees’ ability to
predict the future behavior of management based on past be-
havior, whether employees generally perceive past behavior

of management as consistent, or whether they can rely on the
organization’severy word. Behavior integrity isalso measured
using athree-item scale that dealt with whether management
tellsthetruth to employeesin all situations, if it kegpsits prom-
ises to employees, and if they have been disappointed when
they rely on what management saysin all situations. Concern
for employees welfare was assessed by the extent to which
management takes into account employees welfare and inter-
est when making organizational decisionsthat may affect them.
Sharing and delegation of control was assessed by employees
perception of their involvement in organizational decision-
making, signifying how the organization values their contri-
butions. Communication was assessed by the accuracy of in-
formation, explanation of decisions and openness asthree key
attributes of employees’ trust in management.

5. STUDY RESULTS

The study used the comparison of means, i.e., theAnalysis
of Variance (ANOVA/t-test) to assessthe levels of managerial
trust and interpersonal trust for the three study samples: the
NE sample, the OE sample and the Alternative sample. Table
2 shows the results of the means comparison for managerial
trust. Tables 3, 4 and 5 show the results of the means com-
parison for inter per sonal trust. Thesetables present the vari-
able number (Var.) associated with its specific statement, the
respective p-value, the corresponding means of each sub-
sample (New Economy sample, noted as[NE], Old Economy
sample, noted as [OE] and Alternative sample, noted as [A])
and the relationship between the means of these sub-samples
according to the multiple comparison test.

Table 2

Managerial Trust Measures

Statements Dimension  p-value e g.t%telfé'ncfé
0L |k opredauha managemenunldon et <000L 28 389 3273 OE>NE>A
02 e foranddecons e beenconsient 2 <ol a2 40 323 OE>NEOEA
BO3 {rjggggrﬁ;’;{gr']yo” every word of the management of S <0000 295 395 314 OE>NE>A
B 04 'Ii'r?e; l?wsailtr:jaagt]igrﬁ:nt of this organization tells the truth to employees <0000l 295 38 321 OE>SNESA
B OS5 Ttgee m;lr:)?/gezrgent of this organization always keeps its promise ;: <00001 317 412 336 OE>NESA
305 egementsanasnors. 00003 294 388 310 OE>NEOE>A

(Continues...)
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Table 2

Managerial Trust Measures
(...continued)

Statistical
Difference

Statements Dimension  p-value

In this organization, management seeks the inputs of employees =
BO7 when making decisions that affect employees. = = <00001 271 374 298 OE>NE>A
>
In this organization, management makes a great deal of effort to =<
B08 involve employees in all aspects of the decision-making process. % % <00001 261 369 294 OE>NE>A
=
. S S8
B09 \é\(]r:ﬁgr(iet\;etg peorzzllboli,egwsanagement delegates decision-making § <0.0001 281 358 294 OE>NE OE>A
The management of this organization is always sensitive to the
B10 interests of employees when making critical decisions. 8 < 00007 272 3.74 287 OE>NE, OE>A
. o . , g5
B11 Ihr_1 this organization, management gives employees’ welfare 3 § <00001 311 413 283 OESNESA
igh priority. go
N o ©
B12 ::tglrles’;tsje:)tflcg?sblrgjlxgggementtakes the extra step to protect the Qa <00001 287 373 2.81 OE>NE OE>A
The management of this organization provides employees with
BI3 accurate information about the affairs of the organization. S <0.0001 303 418 357 OE>NE>A
[
The management makes an effort always to explain major 2
B14 organizational decisions to the employees. é <0.0001 325 416 369 OE>NE>A
B15 The management of this organization freely shares ideas with 8 <00001 283 370 309 OESNESA

the employees.

Source: TIP database (ZANINI, 2007).

Table 3

Interpersonal Trust Measures — Trust in Superior

How willing you are to do the following with your MANAGER? m Sfﬁgrs:r::i
Al Relyonyourmanager's task-related skills and abilities. <0.0001 570 610 561 OE>NEOCE>A
A2 Depend on your manager to handle an important issue on your behalf. <0.0001 517 562 502 OE>NEOE>A
A3 Rely onyour manager to represent your work accurately to others. <0.0001 543 59 530 OE>NEOE>A
A4 Depend onyour manager to back you up in difficult situations. <00001 540 58 534 OE>NEOCE>A
A5 Relyonyour manager's work-related judgments. <0.0001 536 581 523 OE>NEOE>A
A6 Share your personal feelings with your manager. 00001 421 450 389 OE>NE>A

Discuss work-related problems or difficulties with your manager that could

AT potentially be used to disadvantage you.

<0.0001 490 533 463 OE>NEOE>A

A8  Confide inyour manager about personal issues that are affecting your work. <0.0001 424 476 409 OE>NE,OE>A

Discuss with your manager how you honestly feel about your work, even
negative feelings and frustration.

A10  Share your personal beliefs with your manager. 0.0007 465 492 437 OE>NE,CE>A

A9 <0.0001 480 524 464 OE>NEOE>A

(Response scale: 1 = Not Willing at All and 7= Completely Willing)
Source: TIP database (ZANINI, 2007, p.222).
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Table

4

Interpersonal Trust Measures — Trust in a Peer

How willing you are to do the following with Team Member X?

Statistical
Difference

All  Rely on Team Member X's task-related skills and abilities.

<00001 572 600 545 OE>NE>A

Al12  Depend on Team Member X to handle an important issue on your behalf, <0.0001 533 567 517 OE>NEOE>A

Al13  Rely on Team Member X to represent your work accurately to others.
Al4  Depend on Team Member X to back you up in difficult situations.

Al5  Relyon Team Member X's work-related judgments.

A16  Share your personal feelings with Team Member X.

Al17  Discuss work-related problems or difficulties with Team
Member X that could potentially be used to disadvantage you.

A18  Confide in Team Member X about personal issues that are affecting
your work.

Discuss with Team Member X how you honestly feel about your work
even negative feelings and frustration.

A20  Share your personal beliefs with Team Member X.

Al9

<0.0001 532 565 520 OE>NEOE>A
<0.0001 542 584 551 OE>NEOE>A
<0.0001 538 580 534 OE>NEOE>A

00049 48 51 478 OE>NEOE>A

<0.0001 500 546 501 OE>NEOE>A
<0.0001 473 515 476 OE>NE OE>A

- <0.0001 512 55 520 OE>NE OE>A

00082 516 541 518 OE>NE

(Response scale: 1 = Not Willing at All and 7= Completely Willing)
Source: TIP database (ZANINI, 2007, p.223).

Table

5

Interpersonal Trust Measures — Trust in Work Team

How willing you are to do the following with your Team?

Statistical
Difference

A21  Rely on your team’s collective task related skills and abilities.

A22  Depend on your team to handle an important issue on your behalf.
A23  Rely on your team to represent your work accurately to others.
A24  Depend on your team to back you up in difficult situations.

A25  Rely on your team's collective work-related judgments.

A26  Share your personal feelings with your team.

Azl potentially be used to disadvantage you.

Discuss work-related problems or difficulties with your team that could

<00001 571 603 557 OE>NEOE>A
<00001 528 571 511 OE>NEOE>A
<00001 532 572 514 OE>NEOE>A
<00001 541 583 520 OE>NEOE>A
<00001 536 576 516 OE>NE>A

<00001 416 456 410 OE>NEOE>A

<0.0001 455 512 445 OE>NEOE>A

A28  Confide in your team about personal issues that are affecting your work. <0.0001 383 452 395 OE>NEOE>A

AZ9 negative feelings and frustration.

A30  Share your personal beliefs with your team.

Discuss with your team how you honestly feel about your work, even

<0.0001 433 499 451 OE>NEOE>A
<00001 460 498 461 OE>NEOE>A

(Response scale: 1 = Not Willing at All and 7= Completely Willing)
Source: TIP database (ZANINI, 2007, p.223).

Results from the T1P database (ZANINI, 2007) show that
all managerial trust and interpersonal trust variables and
dimensions yielded a strong statistical significance between
the NE sample (higher uncertainty) and the OE sample (lower
uncertainty).

Thelevelsof managerial trust andinter personal trust are
strikingly different between the NE and the OE firmsregard-
ing thethree dimensions of interpersonal trust (trust in superior,
trust in peers and trust in work team) and the five dimensions
of managerial trust (behavioral consistency, behavioral inte-

322

R.Adm., S&o Paulo, v.44, n.4, p.313-326, out./nov./dez. 2009



THE IMPACT OF ENVIRONMENTAL UNCERTAINTY ON TRUST RELATIONSHIPS

grity, sharing and delegation of control, communication and
demonstration of concern). We verified that the NE group
presented lower levels of managerial trust and interpersonal
trust than the OE group. All variables of managerial and
interpersonal trust dimensions of the two groups of firms
yielded ahigh statistical difference (seetables?2, 3, 4, and 5).

The study shows the analysis of the dimension trust in
superior, and suggests a different relationship between sub-
ordinates and superiors in OE firms vs. NE firms. In the OE,
under lower environmental uncertainty, long-term sociali-
zation prospects among firm personnel are likely to produce
stronger bonds of trust between subordinates and superiors,
connected with dependence on work-related tasks and within
specific situations that concern disclosure of persona and
sensitive information. Equally, the study indicates that strong
bonds of trust are more likely to be found between hierarchic
peersin the OE, suggesting that, here, peersare morelikely to
cooperate informally. This facilitates, for instance, the tacit
transfer of knowledge by the sharing of sensitive information.
Moreover, inthe OE, peopleal so trust their work team more. It
suggests that in OE firms work team related tasks are more
likely to produce better informal cooperation and a willing-
ness to expend extra effort to solve problems and conflicts
together (DIRKSand FERRIN, 2001, p.456). Such differences
in the trust levels between the NE and the OE suggest that the
development of informal cooperation based on trust relation-
shipsislikely toyield better employee commitment and satis-
faction in the OE. On the other hand, the lower trust levels
found in NE firms suggest difficultiesin developing informal
cooperation.

Moreover, the study analysesthe managerial trust dimen-
sion and suggests different employee perceptions of manage-
ment trustworthiness between OE and NE firms. In the OE,
with lower uncertainty and long-term prospects, employees
feel that they can better predict management’sfuture behavior
based on past behavior and rely on the organization's every
word. As compared with the employees of NE firms, who work
under higher uncertainty, OE firms employees perceive that
management tells the truth and keeps its promises to them.
They see a greater concern for their welfare and
interest when management makes decisions that
may affect them and also see themselves as more
involved in organizational decision-making, asthey
feel that management values their contributions.
Finally, employees in OE firms perceive more
accuracy and openness in the communication

Company \ Year

that of OE firms. Telecom 1, Telecom 2 and Telecom 3 reported,
respectively, 3 to 6, 3.5 and 3 years, whereas Mining, Steel-
worksand Petrochemical reported, respectively, 15, 10 and 10
years. Moreover, the planning profile of these two groups of
firms reflected striking differences. Managers were asked to
consider short-term (1 to 3 years), middle-term (4 to 6 years)
and long-term (7 to 10 years or more) scenariosrel ated to dom-
inant time orientation for investments and expected results.
The interviews suggested that the dominant time orientation
wasacritical distinguishing factor between the NE and the OE
group of firms. Telecom 1, Telecom 2 and Telecom 3 presented,
respectively, short-term, short-term to middle-term, and short-
term scenarios, whereas Mining, Steelworks and Petrochemi-
cal al presented long-term scenarios.

Finally, the observation of differencesin HR management
data complements the above aspects. Observing the employee
retention averages of the firms, Telecom 1, Telecom 2 and
Telecom 3 posted, respectively, 3.5, 4 and 3.5 years, whereas
Mining, Steelworks and Petrochemical posted, respectively,
13.5, 13 and 12.5 years. Furthermore, observing the employee
turnover rates of the firms in Zanini (2007, p.308), in 2004
and 2003 respectively, we found a strong statistical signifi-
cance of results (table 6).

6. CONCLUSIONS

Thisarticleistimely, in that it helps one to understand the
general impact of the current financial and economic crisison
the work force, in which now faces increased environmental
uncertainty. The analysis of the empirical results of Zanini
(2007) provides valuable information for a better understand-
ing of the development of managerial trust and interper-
sonal trust levels within business organizations, which can
be seen, respectively, as antecedents of trust and per son-to-
person trust dimensions.

Therelatively high environmental uncertainty madeit pos-
sibleto identify lower levels of managerial trust and interper-

Table 6

Employee Turnover Rates Comparison

Employee Turnover Rates
il P-value <0.0001

2004 2003 2002

process. Telecom 1 3732 39.00 18.00 Means
Other data collected from participating firms  Telecom 2 1950  16.42 NE  24.0271

enforced the relative higher uncertainty and instas~ Telecom 3 2110 16.85 OE 4.2367

bility and the high frequency of external and internal

change in NE firms. For instance, mean customer SFE?'WO”‘S 4.33 4.71 4.69 5.00

retention expressed as a numbers of years was Mining ) 8.70 8.90 4.40 2.16

relatively low among the NE firms as compared to Petrochemical 3.40 3.02 3.59 7.94
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sonal trustin New Economy (NE) firmsrelativeto Old Economy
(OE) firms.

It was also possible to confirm the striking differences be-
tween the NE and the OE. The primary distinctionidentifiedin
this study between the firms chosen to represent the NE and
those of the OE was the intensity of the rupture that techno-
logical changes can create in these organizations, and which
has an impact on future demand estimates. Thus, we observed
that a central feature of work in the NE is dealing with uncer-
tainty. Consequently, work conditions in the NE were also
characterized as unstable and uncertain, being conducted un-
der ashort-term transactional perspectives. The NE environ-
ment suggests that trust could be highly desirable as a control
mechanism to coordinate specific tasks connected with the
nature of information and knowledge-intensive production
systems. However, the limitations of the industry-specific in-

stitutional framework stand in the way of the development of
appropriate levels of managerial trust and interpersonal trust.
In other words, evenif trust ishighly desirable, thisstudy con-
firmed empirically that NE firmsface considerabl e constraints
in developing trust as an efficient mechanism, due to high un-
certainty and instability. Thus, the study provides substantial
evidence that environmental uncertainty related to industry-
specific institutional frameworks constrains the devel opment
of managerial trust and interpersonal trust. It also provided
empirical evidencethat firms, acting under different industry-
specific ingtitutional framework constraints, differ in their ca-
pacity to develop trust in their hierarchies. More specifically,
it wefound that under the effects of higher relative uncertainty
and instability, firms face significant limitationsin the devel-
opment of the structuring elements needed to establish and
maintain managerial trust and interpersonal trust. ¢

||J_J Inthisregard, the study used the Tukey-Kramer HSD mul- ranges that we are working with for the questions in the

®) tiple comparison test for an 4set at 0.10. Tofacilitate inter- survey), the study used the Wilcoxon Rank Sum Test for

Z pretation of the dataand to aid future Meta-Analyses, the the ANOVA comparisons and the Wilcoxon Signed Rank
p-values were reported. The study highlighted and con- Test for binary Comparisons. In this case, we used the
sidered, for inferential analyses, p-values<0.10. Inthe un- Hettmansperger (1991) MCT derivedfor theKruskal-Wadllis
likely event that there are problems with the parametric test, whichisthesameastheWilcoxontest. Thisisasmple
assumptions(though, here, outliersareunlikely inthescaed sample size-weighted Bonferroni-type adjustment.
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The impact of environmental uncertainty on trust relationships

This article aims to analyze the consequences of environmental uncertainty on trust relations within business
organizations. Specifically, this study triesto understand the possible differencesin the levels of trust between two
paradigms: the Old Economy and the New Economy. The unique institutional innovationsthat best characterize the
New Economy, in the form of environmental uncertainty and instability, set considerable constraints on the
development of trust. In order to eval uate the consequences of uncertainty on trust, we analyze the results of alarge
database presented by Zanini (2007). Addressing trust as a dependent variable in a cross-industrial comparison, a
guestionnaire survey was carried out from July to October 2004 in Brazil, assessing the levels of trust within seven
private-sector companies. The study classified the companiesinto three different groups: * Old Economy’ companies,
‘New Economy’ companies, and an alternative category. Two singular trust dimensions were considered: trust in
management and interpersonal trust. Whereas the first refers to the antecedents of trust, the latter refersto specific
person-to-person trust relationships. This study provides substantial evidence that high institutional uncertainty
and instability related to industry-specific institutional frameworks can constrain the development of trust in
management and interpersonal trust.

Keywords: environmental uncertainty, trust in management, interpersonal trust.

RESUMEN

El impacto de la incertidumbre institucional en las relaciones de confianza

El objeto en este articulo es analizar el impacto de la incertidumbre institucional sobre las relaciones de confianza
dentro de las organizaciones. Especificamente, se busca comprender las posibles diferencias en los niveles de
confianzaentre dos paradigmas: laVieja Economiay laNueva Economia. Innovacionesinstitucionalessingulares que
mejor caracterizan laNueva Economia, enlaformadeincertidumbre einestabilidad ambiental, limitan €l desarrollo de
laconfianza. Paraevaluar las consecuencias delaincertidumbre en lo referente aconfianza, se analizaron losresultados
de un amplio banco de datos presentado por Zanini (2007). Enfocando confianza como una variable dependiente
dentro de una perspectiva de andlisis comparativo entre industrias, sellevo acabo en Brasil unainvestigacion con el
uso de cuestionarios en que se buscé identificar los niveles de confianza dentro de siete empresas privadas, en €l
periodo comprendido entrejulioy octubre de 2004. El estudio clasifico alasempresasentresdiferentesgrupos: “Vigja
Economia’, NuevaEconomia’ y unacategoriaalternativa. Setuvieron en cuentados dimensionessingulares. confianza
enlagestiony confianzainterpersonal. Mientras que laprimerase refiere alos antecedentes delaconfianza, latdltima
serefiere alas relaciones especificas de confianza entre personas. L os resultados presentan evidencias de que tanto
la ata incertidumbre como la inestabilidad institucional, referentes a entramados institucionales especificos de
industrias, pueden limitar el desarrollo de la confianza en lagestiony de la confianzainterpersonal .

Palabras clave: incertidumbreinstitucional, confianza en lagestion, confianzainterpersonal .

326

R.Adm., S&o Paulo, v.44, n.4, p.313-326, out./nov./dez. 2009



